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HEARINGS 


BBFORB  THR 


COMMITTEE  ON  BAMmO  AND  CURRENCY. 


FIE8T  SESSION, 


Committee  on  BANKiNa  and  Gurbbnoy, 
WashingUm^  2>.  0,,  Monday ^  February  17^  1896.    - 

The  committee  met  at  10.36  a.  m.  Members  predent:  The  chairman 
(Mr.  Walker},  and  Messrs.  Van  Voorhis,  McGIeary,  Fowler,  Lefever, 
Spalding,  HiU,  Oooke,  Cox,  Cobb  of  Missouri,  Cobb  of  Alabama, 
Black,  and  Newlands. 

8TATEKEHT  07  EOV.  JOSEPH  H.  WALSXB. 

Hon.  Joseph  H.  Walkeb,  of  Massachusetts,  chairman  of  the  com- 
mittee, addressed  the  committee  in  advocacy  and  explanation  of  the 
biU  H.  B.  171. 

[Bill  H.  R.  171,  Fifty-fonrth  CoDgreM,  first  session.] 

A  BILL  to  Monie  to  the  people  the  advantages  aocruing  ftem  the  issue  of  circulating  promissory 
notes  by  banks,  to  increase  tne  Tolume  of  sncn  notes,  and  to  supervise  and  control  banks  by  offloers 
of  the  United  States. 

Be  ii  enacted  hy  the  Senate  and  Mouse  of  Representativee  of  the  United  States  of  America 
in  Congress  assembledf  That  national  banking  associations  may  be  organized  for  the 
transaction  of  business  nnder  this  act  and  shall  be  subject  to  existing  law,  ezceptinff 
as  is  hereinafter  provided.  All  national  banking  associations  hereafter  organized 
shaU  be  organizea  nnder  this  act  and  all  national  banking  associations  whose  cor- 
porate existence  is  extended  shall  be  reorganized  under  this  act. 

Sxc.  2.  That  any  bank  incorporated  by  special  law,  or  any  banking  institution 
organized  nnder  a  general  law  of  any  State,  haying  a  capital  of  twenty  thousand 
dollars  or  more,  may  become  a  national  banking  association  nnder  this  act,  with  the 
approval  of  the  Comptroller  of  the  Cunpency,  by  the  name  prescribed  in  its  organi- 
sation certificate,  adding  the  word  national ;  and  in  such  case  the  articles  of  associa- 
tion and  the  organization  certificate  may  be  executed  by  a  majority  of  the  directors 
of  such  bank  or  banking  association ;  and  the  certificate  shall  declare  that  the  own- 
ers of  two-thirds  of  the  capital  stock  have  authorized  the  directors  to  make  such 
certificate  and  to  change  and  convert  such  bank  or  banking  institution  into  a  national 
banking  association  under  this  act.  A  majority  of  the  directors,  after  executing  the 
articles  of  association  and  organization  certificate,  shall  have  power  to  execute  aU 
other  papers  and  to  do  whatever  may  be  required  to  make  the  organization  perfect 
aad  complete  nnder  this  act.  A  majority  of  the  board  of  directors  of  each  associa- 
tion  organized  nnder  this  act,  and  not  less  than  three  in  number,  shall  be  of  persons 
who  perform  no  other  official  service  for  the  association. 

8bc.  3.  That  any  banking  association  organized  and  doing  business  under  existing 
law  of  the  United  States  may  reorf^anize  under  this  act,  and  a  recorded  affirmative 
vote  of  three-fourths  of  all  the  directors  of  any  national  banking  associatiun  in  favor 
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of  reorganizing  sach  association  nnder  this  act,  approved  in  writing  by  the  Comp- 
troller of  the  Currency,  and  the  compliance  of  such  association  with  the  provisions 
of  section  five  of  this  act,  shall  be  deemed  a  reorganization  of  such  assoeiation  under 
this  act. 

Sec.  4.  That  in  places  of  less  than  four  thousand  inhabitants,  with  the  permission 
of  the  Comptroller  of  the  Currency,  banking  associations  may  be  organized  with  a 
paid-up  capital  of  not  less  than  twenty  thousand  dollars. 

Sec.  5.  That  every  association  organized  uuder  this  act,  before  it  shall  be  author- 
ized to  commence  a  banking  business,  shall  deliver  to  the  Treasury  of  the  United 
States  United  states  legal-tender  notes,  including  Treasury  notes,  or  coin,  or  coin 
certificates,  or  mixed,  as  provided  in  section  six,  in  amounts  as  follows: 

First.  Every  association  haviuff  a  capital  not  exceeding  two  hundred  and  fifty 
thousand  dollars,  an  amount  equal  to  not  less  than  one-tenth  of  the  capital  stock. 

Second.  Every  association  having  a  capital  in  excess  of  two  hundred  and  fiity 
thousand  dollars,  an  amount  not  less  than  twenty-five  thousand  dollars,  and  receive 
therefor  currency  notes  as  provided  in  section  six. 

Skc.  6.  That  upon  a  delivery  of  coin,  coin  certificates,  or  United  States  leo;al- 
tender  notes,  including  Treasury  notes,  or  mixed,  to  the  Treasurer  of  the  United 
States,  the  association  making  the  same  shall  be  entitled  to  receive  from  the  Comp- 
troller of  the  Currency  United  States  legal-tender  notes  of  difierent  denominations, 
having  printed  on  the  reverse  side  the  currency  note  of  the  association  authorized 
in  section  ten,  in  blank,  registered  and  countersigned  as  provided  by  existing  law, 
equal  in  amonnt  to  the  coin,  coin  certificates,  ana  United  States  legal-tender  notes, 
including  Treasury  notes,  delivered;  but  at  no  time  shall  the  total  amount  of  all 
currency  notes  supplied  to  and  issued  by  any  association  under  this  section  and  sec- 
tion ten  exceed  the  amount  of  its  capital  stock  at  such  time  actaally  paid  in  and 
unimpaired,  excepting  as  provided  in  section  seventeen.  The  promise  of  the  asso- 
ciation rec<  iving  the  same  to  pay  such  notes  on  demand  shall  be  attested  by  the  sig- 
nature of  the  president  or  vice-president  and  cashier  before  being  issued  by  it. 

Skc.  7.  That  no  banking  association  shall  plead  in  defense,  in  any  action  brought 
against  it,  that  any  note  issued  by  it  is  a  United  States  legal-tender  note. 

Sec.  8.  That  the  Secretary  of  the  Treasury  is  hereby  authorized  to  issue  United 
States  logal-tender  notes  described  in  section  three  of  the  act  of  March  third,  eight- 
een hundred  and  sixty-three,  iu  the  manner  described  in  section  six,  to  the  amount 
necessary  to  carry  into  efi^ect  the  provisions  of  this  act. 

Sec.  9.  That  the  lawful  name  and  description  of  notes  issued  under  section  six 
shall  be  greenbacks. 

Sec.  10.  That  the  Comptroller  of  the  Currency  shall  issue,  in  blank,  to  any  associ- 
ation, and  the  association  may  issue  currency  notes  of  different  denominations,  :is 
provided  in  section  twenty,  in  addition  to  the  greenbacks  described  in  section  six, 
not  to  exceed  in  amount  a  sum  equal  to  the  sum  of  its  reserve  held  during  the  first 
year  of  its  corporate  existence  under  this  act.  Thereafter  he  may  issue  to  any 
association,  atid  the  association  may  issue,  the  notes  described  in  this  section  to  the 
amouut  of  the  average  reserve  held  by  that  association  during  any  six  consecutive 
months  of  the  previous  year  and  recall  the  same  from  any  association  at  any  time  in 
order  to  reduce  the  volume  of  such  notes  held  by  auy  association  to  the  amount  of 
the  reserve  averaged  to  be  held  during  any  six  consecutive  months  of  the  previous 
year.  The  amount  to  be  issued  to  or  retained  by  any  association  under  this  section 
shall  be  annually  or  oftener,  at  his  discretion,  ascertained  and  determined  by  the 
Comptroller  of  the  Currency.  The  notes  issued  in  blank  in  compliance  with  this 
section  shall  never  exceed  in  amount  the  greenbacks  issued  to  the  association  under 
section  six,  and  never  exceed  one-half  its  paid-up  and  unimpaired  capital  stock. 

Skc  11.  That  the  lawful  name  and  description  of  notes  issued  under  section  ten 
shall  be  reserve  notes. 

Sec.  12.  That  the  Treasurer  shall  forthwith  redeem  and  destroy  existing  United 
States  legal-tender  notes  issued  uuder  acts  passed  before  July  first,  eighteen  nundred 
and  ninety,  and  put  in  circulation  previous  to  the  passage  of  this  act,  in  such  man- 
ner as  he  may  deeui  ])ro})er,  equal  in  amouut  to  ninety  per  centum  of  the  aggregate 
of  the  coin,  coin  certificates,  and  United  States  legal-tender  notes,  including  Treas- 
ury notes  received  for  greenbacks,  issued  under  section  six;  and  the  Treasurer  shall 
set  aside  ten  per  centum  of  such  aggregate  paid  in  for  the  redemption  fund,  as 
described  iu  section  twenty-seven. 

Sec.  13.  That  when  there  shall  be  no  more  in  amount  of  the  legal-tender  notes 
described  in  section  twelve  outstanding  issued  before  the  passage  of  this  act  than 
the  amount  of  the  gold  then  held  by  the  Treasurer  for  the  redemption  of  such  notes, 
the  gold  so  held  shall  then  be  set  aside  by  the  Treasurer  of  the  United  States  and 
used  only  to  redeem  and  cancel  such  notes;  and  from  and  after  thirty  days  from  the 
settinir  aside  of  gold  herein  mentioned  such  iiot'CS  shall  not  be  used  by  any  banking 
association  in  redeeming  its  notes  or  be  counted  in  the  reserve  fund  of  any  national 
banking  association. 


FINANCIAL   AND   BANKING   SITUATION.  7 

Sbc.  14.  That  upon  the  ezecation  of  the  provieions  of  the  preceding  section,  the 
proTiflions  of  section  twelve  concerning  legal-tender  notes  issued  previons  to  the 
{MMsage  of  this  act  shall  apply  to  Treaanry  notes  issued  under  the  act  of  July  four- 
teenth, eighteen  hundred  and  ninety,  so  long  as  such  notes  are  paid  into  the  Treas- 
ury or  presented  for  redemption.  Thereafter  the  ninety  per  centum  mentioned  in 
flection  twelve  shall  he  covered  into  the  Treasury  as  a  miscellaneous  receipt. 

Ssc.  15.  That  if  any  hanking  association  organized  under  this  act  neglects  or 
lefiises  to  take  and  issue  the  greenbacks  provided  for  in  section  six,  to  the  amount 
averaeed  to  be  taken  and  issued  by  three-tifths  of  all  national  banking  associations 
organized  under  this  act  of  like  or  nearly  like  capital  aud  deposit^  and  doing^  the 
same  or  nearly  the  same  class  of  banking  business  done  by  such  banking  associations, 
when  directed  so  to  do  by  the  Comptroller  of  the  Currency,  upon  a  notice  issneil  by 
the  Comptroller  of  the  Currency  and  approved  by  the  Secretary  of  the  Treasury,  and 
fails  to  take  the  CTcenbacks  directed  to  be  taken  by  said  officers  for  the  period  of 
three  montiis,  it  shall  be  liable  to  and  shall  pay  into  the  Treasury  of  the  United  States 
ft  duty  eqnivalent  to  twelve  per  centum  per  annum  upon  the  face  value  of  the  notes 
it  is  directed  to  take  and  fails  to  take  so  long  as  such  failure  continues. 

Sbc.  16.  That  the  Comptroller  of  the  Currency  may  classify  and  reclassify  or  group 
toother,  in  whole  or  in  part,  at  any  time  he  may  deem  proper,  banks  organized  under 
this  act,  for  the  purpose  of  executing  the  provisions  of  the  preceding  section,  and  the 
decision  of  the  Comptroller  as  to  what  class  or  group  any  particular  bank  belongs  in 
shall  be  final  when  approved  in  writing  by  the  Secretary  of  the  Treasury,  until  such 
time  as  the  bank  shall  be  placed  in  a  different  class  or  group  by  the  Comptroller  of 
the  Cnrrencv. 

Sbc.  17.  That  the  Comptroller  may  issue  to  the  national  clearing  house,  provided 
for  by  section  sixty-two,  or  to  any  banking  association  organized  under  this  act  the 
neenbacks  descril>ed  in  section  six  to  any  amount  approved  of  in  writing  by  the 
Secretary  of  the  Treasury,  in  addition  to  the  amount  issued  under  section  six :  Pro- 
vided.  That  the  association  applying  for  such  additional  notes  shall  deposit  in  the 
United  States  Treasury  or  any  subtreasury  bonds  in  kind  and  amount  acceptable  to 
the  Secretwy  of  ti^e  Ireasury,  as  security  for  such  notes,  and  shall  pay  interest  on 
the  sum  of  such  notes  so  issued  at  such  rate  as  is  fixed  by  law  to  be  paia  on  loans  by 
the  State  in  which  the  bank  or  clearing  house  is  located,  such  interest  on  such  notes 
to  be  paid  at  such  time  and  in  such  manner  as  the  Comptroller  of  the  Currency  may 
determine.  But  a  sum  no  more  than  ninety  per  centum  of  the  par  value  of  any  bond 
shall  be  issued  in  snch  greenbacks. 

Sbc.  18.  That  any  association  depositing  bonds  and  receiving  greenbacks  secured 
therebv,  as  provided  for  by  section  seventeen,  may  withdraw  such  bonds  so  deposited 
after  thirty  days  from  the  date  of  such  deposit  upon  paying  the  accumulated  inter- 
est on  the  noteis  issued  upon  the  deposit  of  such  bondK  up  to  the  date  of  their  with- 
drawal, and  in  addition  to  such  interest  shall  deposit  with  the  Treasurer  lawful  money 
or  greenbacks,  issued  to  associations  under  section  six  of  this  act,  or  mixed,  to  an 
ftmonntequal  to  the  greenbacks  issued  to  the  association  under  section  seventeen  and 
for  which  the  bonds  were  deposited  forsecurity  j  but  no  more  than  five  per  centum  of 
the  greenbacks  issued  to  any  other  one  association  under  section  six  of  this  act  shall 
l>e  accepted  as  a  deposit  for  the  withdrawal  of  such  bonds. 

Sec.  19.  That  the  notes  deposited  for  the  withdrawal  of  bonds  shall  be  immedi- 
Ately  put  in  redemption  and  the  money  received  for  them  shall  be  kept  as  a  special 
Innd  with  which  to  redeem  and  destroy  the  amount  of  greenbacks  issued  to  the 
association  under  section  seventeen  of  this  act,  and  such  greenbacks  shall  be  destroyed 
equal  in  amount  to  the  greenbacks  iasued  to  the  association  when  the  bonds  herein- 
before mentioned  were  deposited  to  secure  such  notes. 

Sbc.  20.  That  in  order  to  furnish  suitable  currency  notes  for  circulation  as  money, 
under  sections  six  and  ten,  the  Comptroller  of  the  Currency  shall  furnish  such  notes, 
in  blank,  to  banking  associations  entitled  to  receive  them,  and  every  provision  of 
this  act  shall,  unless  otherwise  provided,  apply  equally  to  the  currency  notes  issued 
under  sections  six  and  ten:  Provided,  howeverj  That  the  reserve  notes  issued  under 
aection  ten  shall  have  printed  on  the  reverse  side  of  them  the  statement  that  they 
are  to  be  finally  redeemed  and  paid  by  the  Treasurer  of  the  United  States  as  pro- 
vided in  section  thirty-four,  and  the  ^eenbacks  issued  under  section  six  shall  be 
finally  redeemed  and  paid  as  provided  in  section  twenty-six.  The  Comptroller  may 
cause  a  supply  of  each  kind  of  such  notes  to  be  printed  in  anticipation  of  their 
delivery  to  any  association. 

Sbc.  21.  That  hereafter  no  certificates  shall  be  issued  or  reissued  by  the  Treasury 
ef  the  United  States  upon  the  deposit  of  gold  coin,  silver  coin,  or  any  other  money, 
and  tiiat  all  existing  coin  certificates  ana  money  certificates  shall  be  canceled  and 
destroyed  upon  being  received  into  the  Treasury,  and  the  coin  or  money  remaining 
«|Mni  which  they  were  iasued  shall  be  treated  as  ftee  coin  or  money  in  the  Treasury ; 
and  no  currency  note  authorized  under  existing  law  shall  be  issued  or  reiHHiied  to 
any  banking  association  of  a  less  denomination  than  three  dollars,  and  all  such 


8  FINANCIAL   AND   BANKING   SITUATION. 

notes  of  less  denomination  than  three  dollars  hereafter  received  for  redemption  shall 
be  canceled  upon  being  received  in  the  Treasury  and  like  notes  in  blank  of  a  larger 
denomination  shall  be  returned  in  place  of  them ;  and  no  United  States  legal-tender 
notes,  including  Treasury  notes,  of  a  less  denomination  than  three  dollars  shall  be 
hereafter  issued  or  reissued,  but  those  of  a  larger  denomination  shall  be  issued  and 
reissued  in  place  of  them. 

Sec.  22.  That  any  association,  upon  giving  to  the  Comptroller  of  the  Cnriency 
notice  of  its  intention  so  to  do,  may  surrender  its  greenbacks,  or  any  part  of  them, 
issued  under  section  six,  in  excess  of  the  amount  it  is  required  to  take  under  section 
five,  and  receive  lawful  money  therefor. 

Sec.  23.  That  any  association  dissolving  its  organization,  upon  surrendering  to 
the  Treasurer  greenbacks  issued  under  section  six  to  any  association  to  the  amount 
of  its  own  greenbacks  shall  receive  lawful  money  therefor  from  the  Treasury  of  the 
United  States. 

Sec.  24.  That  any  association  which  reduces  its  capital  stock  may  then  deposit  a 
like  proportion  of  its  greenback  notes  in  excess  of  the  amount  it  is  required  to  have 
in  section  five  of  this  act,  and  receive  lawful  money  therefor,  and  the  Treasurer  of 
the  Uuited  States  is  hereby  authorized  and  directed  to  redeem  the  greenbacks  herein 
described  as  they  are  presented,  out  of  any  moneys  in  the  Treasury  not  otherwise 
appropriated,  and  the  Comptroller  shall  forthwith  put  in  redemption  the  money 
paid  in  or  surrendered  and  destroy  those  of  the  bank  reducing  or  surrendering  green- 
backs in  the  manner  prescribed  by  law. 

Sec.  25.  That  any  association  may  reduce  its  reserve  notes  issued  to  it  under  section 
ten  of  this  act  by  surrendering  them  for  destruction  to  the  Treasury  of  the  United 
States,  and  the  Comptroller  shall  destroy  the  notes  so  surrendered  in  the  manner 
prescribed  by  law.  The  liability  of  any  association  for  its  reserve  notes  issued  under 
section  ten  shall  neither  be  canceled  nor  reduced  in  any  other  manner :  Provided^  how- 
ever. That  the  doing  by  an  association  or  others  of  any  one  of  the  things  provided  for 
in  this  section,  and  sections  twenty-two,  twenty-three,  and  twenty-four,  most  be 
with  the  approval  and  permission  of  the  Comptroller  of  the  Currency. 

Sec.  26.  That  upon  the  expiration  of  the  corporate  term  of  any  association  organ- 
ized under  this  act,  and  its  corporate  existence  not  extended  bv  the  Comptroller  of 
the  Currency,  or  upon  the  insolvency  of  an  association,  or  by  tlbe  order  or  with  the 
consent  of  the  Comptroller,  approved  by  the  Secretary  of  the  Treasury,  the  Treasurer 
shall  redeem  the  greenbacks  issued  to  the  association  under  the  provisions  of  section 
six  of  this  act.  In  redeeming  such  notes  the  Treasurer  shall  do*  so  in  coin  of  the 
same  intrinsic  value  as  the  nominal  value  of  the  money  deposited  by  the  association 
for  the  greenbacks  issued  to  the  association  upon  the  date  of  such  deposit. 

Sec.  27.  That  the  Treasurer  shall  at  all  times  keep  and  have  on  deposit  in  the 
Treasury  of  the  United  States  in  coin,  or  coin  certificates,  for  the  redemption  fund 
of  each  association  during  the  solvency  of  the  association,  the  ten  per  centum  pro- 
vided in  section  twelve,  to  be  held  and  used  for  the  current  redemption  of  its  green- 
back and  reserve  notes;  and  when  the  notes  of  any  association  organized  under  this 
act,  assorted  or  unassorted,  shall  be  presented  for  such  redemption  to  the  Treasurer 
of  the  United  States,  in  sums  of  five  nundred  dollars,  or  any  multiple  thereof,  or  in 
sums  equaling  not  less  than  one  per  centum  of  its  total  circulation  of  banks  having 
less  than  thirty  thousand  dollars  in  circulating  notes,  the  same  shall  be  redeemed. 

Sec.  28.  That  the  right  to  confer  the  duties  and  responsibilities  of  executing  the 
provisions  of  the  preceding  section,  or  any  part  thereof,  and  of  other  sections  or 
parts  of  sections  of  this  act  relating  to  the  redemption  fund  provided  for  in  section 
twelve,  or  the  redemption  of  such  notes,  upon  reserve  banks,  or  other  suitable 
agents,  under  such  regulations  as  he  may  deem  safe  and  proper,  and  to  deposit  any 
part  of  the  redemption  fund  or  funds  provided  for  in  section  twelve  in  such  places, 
taking  such  security  therefor  as  he  may  deem  proper,  is  hereby  conferred  upon  the 
Treasurer  of  the  United  States,  with  the  approval  of  tue  Secretary  of  the  Treasury; 
but  no  part  of  such  deposit  shall  bo  count-ed  as  a  part  of  the  reserve  of  any  bank. 

Sec.  29.  That  the  Secretary  of  the  Treasury  shall  publish  in  one  of  the  three  papers 
having  the  largest  circulation  in  business  circles  in  New  York  City  a  list  of  the 
securities  and  the  amount  of  each  kind  accepted  by  him  to  secure  any  notes  issued 
on  bonds  under  section  seventeen,  or  to  secure  any  and  all  deposits  made  in  any 
bank. 

Skc.  30.  That  to  enable  the  Treasurer  of  the  United  States  to  fund  the  ^eenbacka 
issued  under  section  six,  the  redemption  of  which  by  him  is  )>rovided  for  m  this  act, 
and  to  enable  him  to  execute  all  the  provisions  of  this  act,  tlie  Secretary  of  the 
Treasury  is  hereby  authorized  to  issue  from  time  to  time,  on  the  credit  of  the  United 
States,  coupon  bonds  or  registered  bonds,  redeemable  at  the  pleasure  of  the  United 
States  after  two  years,  and  payable  in  coin  five  years  from  date,  and  l)earing  interest 
at  a  rate  not  exceeding  four  per  centum  per  annum,  payable  semiannually,  to  any 
amount  then  necessary  for  that  purpose ;  and  the  bonds  herein  authorized  shall  be 
of  such  denominations,  not  less  than  fifty  dollars,  as  may  be  determined  upon  by 
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the  Secretary  of  the  Treasary,  and  the  Secretary  of  the  Treasury  may  dispose  of 
such  bonds  at  any  time,  at  the  market  value  thereof,  for  coin  or  coin  certificates,  or 
mixed. 

Skc.  31.  That  any  banking  association  or  clearing-hoase  association  may  be  des- 
ignated by  the  Secretary  of  the  Treasury  as  a  depository  of  public  money  and  may 
be  required  by  the  Secretary  to  keep  on  hand,  on  account  of  such  deposits,  such 
reserve  fund  as  he  ma^  deem  expedient ;  but  no  part  of  such  deposits  by  the  Secre- 
tary shaU  be  counted  in  computing  the  reser^'e  required  by  law. 

Skc.  32.  That  whenever,  in  the  opinion  of  the  Comptroller  of  the  Currency,  the 
complete  reaemption  and  retirement  of  the  reserve  notes  issued  to  and  retained  by 
any  association  under  section  ten  of  this  act  is  then  necessary  for  the  protection  of 
the  holders  of  such  notes,  the  Comptroller  may  take  possession  of  all  the  assets  of  such 
association,  which  assets  shall  be  held  to  include  the  liability  to  assessment  of  all 
stockholders,  and  create  and  deliver  to  the  Treasurer  of  the  United  States  a  fund 
equal  in  amount  to  such  notes;  and  the  Comptroller,  after  completing  such  fund,  or 
as  much  thereof  as  can  be  realized  from  the  assets,  and  not  before,  shall  deliver  the 
remaining  assets,  if  there  be  any,  to  the  association. 

Skc.  33.  That  the  ten  per  centum  redemption  fund,  provided  for  in  sections  twelve 
and  twenty-seven,  of  an  insolvent  association  shall  be  free  moneys  in  the  Treasury 
upon  its  insolvency. 

Skc.  34.  That  the  greenback  and  reserve  notes  of  the  insolvent  association  shall 
be  immediately  redeemed  and  canceled  by  the  Treasurer  of  the  United  States  out  of 
any  moneys  in  the  Treasury  not  otherwise  appropriated. 

Skc.  35.  That  the  Comptroller  of  the  Currency  is  hereby  authorized  to  sell  the 
whole  or  any  part  of  the  property  of  the  association  or  to  pledge  the  whole  or  any 
part  of  its  property  or  assets,  at  any  time,  as  security  for  auy  loan  he  may  elect  to 
Toake  in  order  to  create  the  fund  mentioned  in  section  thirty- two. 

Skc.  36.  That  from  and  after  thirty  days  from  the  setting  aside  by  the  Treasurer 
•of  the  United  States  of  the  gold  mentioned  in  section  thirteen,  the  cash  reserve 
Tequired  by  law  to  be  kept  by  each  national  banking  association  shall  be  in  coin, 
•or  in  coin  certiiicates,  or  m  greenbacks  issued  to  other  associations  under  section  six 
of  this  act,  or  mixed. 

Skc.  37.  That  when  the  daily  total  reserve  of  any  national  banking  association 
averages  less  for  any  month  than  the  amount  required  to  be  kept  by  it  at  all  times, 
it  shali  pay  into  the  Treasury  of  the  United  States  a  duty  for  that  month  equivalent 
to  interest,  at  the  rate  fixed  bv  law  iu  the  State  where  the  association  is  located,  on 
the  amount  of  the  average  deficiency  in  such  reserve  for  that  month. 

Sec.  38.  That  every  national  banking  association  bball  pay  into  the  Treasury  of 
the  United  States  a  duty  on  that  part  of  its  average  daily  cash  reserve  required  by 
law  that  is  averaged  to  be  kept,  in  any  month,  in  greenbacks  at  the  rate  of  two  per 
•eentnm  per  annum. 

Skc.  39.  That  whenever  anv  national  banking  association  fails  to  pay  in  coin  or 
coin  certificates  on  demand  the  greenbacks  and  reserve  notes  or  other  notes  signed 
T>y  its  officers  and  issued  by  it,  such  association  shall  p:iy  an  additional  duty,  at  the 
rate  of  four  per  centum  j>er  annum,  on  a  sum  eqnal  to  the  whole  amount  of  the  sum 
•of  the  lawful  reserve  it  is  required  at  all  times  to  have  on  hand  until  such  coin  pay- 
ment is  resumed. 

Skc.  40.  That  nothing  in  the  preceding  section^  and  no  action  taken  by  any  bank- 
ing association  under  this  act,  shall  bar  any  action  taken,  or  proposed  to  be  taken, 
by  the  Comptroller  of  the  Currency  under  sections  thirty-two,  thirty-three,  thirty- 
four,  and  thirty-five  of  this  act. 

Skc.  41.  That  in  addition  to  all  other  taxes  or  duties  provided  for  in  this  act  each 
association  organized  under  it  shall  pay  into  the  Treasury  of  the  United  States  a  tax 
equivalent  to  one-fifth  of  one  per  centum  per  annum  on  the  average  amount  of 
reserve  notes  issued  to  and  put  m  circulation  by  it  under  section  ten  of  this  act,  for 
the  purpose  of  anticipating  the  redemption  and  destruction,  in  certain  cases,  of  the 
reserve  notes  issued  to  associations  under  section  ten  of  this  act. 

Sec.  42.  That  all  moneys  received  under  any  section  of  this  act  shall  be  covered 
into  the  Treasury  as  a  miscellaneous  receipt.  The  Treasurer  of  the  United  States 
shall  keep  an  account  of  all  monevs  paid  into  the  Treasury  or  paid  out  by  him  under 
-each  of  the  several  sections  of  this  act  and  include  a  statement  of  the  same  in  his 
annual  report. 

Sec.  43.  That  the  Comptroller  may  at  all  times  know  the  condition  of  each 
national  banking  association,  however  organized,  each  national  banking  association 
ahall  make  such  record  at  the  close  of  each  day  as  the  Comptroller  shall  request,  in 
a  book  kept  for  that  purpose,  which  record  shall  show  the  total  amount  of  its 
reserve  notes  paid  out  and  m  circulation,  and  its  total  deposit  account,  and  its  total 
reserve  account,  as  shown  by  its  books  at  the  close  of  each  business  day,  and  of 
what  the  reserve  consisted,  which  daily  record  of  deposits,  reserve,  and  reserve 
Jiotes,  and  other  matter  requested  by  the  Comptroller,  shall  be  made  up  for  each 
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monthy  and  a  copy  or  report  thereof  transmitted  to  the  Comptroller  of  the  Currenejr 
on  or  before  the  tenth  day  of  the  following  month. 

Sec.  44.  That  the  duty  upon  the  averages  of  the  kinds  of  money  which  made  up 
the  reserve  during  each  month,  and  all  taxes  and  duties  imposed  by  this  act  shall  be 
due  and  payable  semiannually  on  the  first  day  of  April  and  the  tirst  day  of  October 
in  each  year. 

Sbc.  45.  That  the  records  and  reports  provided  for  in  the  preceding  sections,  and 
any  other  facts  and  data  he  may  request,  of  banking  or  clearing-house  associations 
shall  be  in  such  form  as  the  Comptroller  shall  direct. 

Sec.  46.  That  national-bank  examiners  shall  be  held  to  be  employees  in  the  office 
of  the  Comptroller  of  the  Currency  while  examining  associations  organized  under 
this  act,  and  their  fees  shall  be  paid  out  of  the  appropriation  for  the  Bureau  of  the 
Currency. 

Sec.  47.  That  before  making  the  record  for  the  day,  as  provided  in  section  forty- 
three,  or  required  by  the  Comptroller,  every  transaction  of  that  day  pertaining 
thei*eto  shall  be  duly  entered  in  the  books  of  the  association. 

Sec.  48.  That  from  and  after  the  thirty  days  mentioned  in  section  thii-ty-six  not 
less  than  fifty  per  centum  of  the  cash  reserve  required  by  law  shall  be  in  gold  coin 
or  sold  certificates,  and  fifty  per  centum  may  be  in  silver  coin  or  silver  certificates, 
and  any  excess  of  silver  coin  and  silver  certificates  over  gold  coin  and  gold  certifi- 
cates shall  be  counted  as  though  it  was  in  greenbacks,  issued  under  section  six  of 
this  act. 

Sec.  49.  That  each  banking  association  may  keep  its  coin  and  bonds  in  such  places 
and  under  such  circumstances  as  the  Comptroller  of  the  Currency  may  approve. 

Sec.  50.  That  any  national  banking  association  that  fails  to  keep,  use,  and  pay  ont 
its  silver  coin,  and  gold  coin,  and  currency  notes  so  as  to  keep  ail  three  kinds  of 
money  at  a  parity  each  with  all  the  others  shall  be  deemed  to  have  failed  to  pay  m 
coin  or  coin  certificates  on  demand  the  greenbacks  and  reserve  notes  or  other  notes 
signed  and  issued  by  its  officers. 

Sec.  51.  That  there  is  hereby  constituted  and  appointed  a  board  of  advisers  to  the 
Comptroller  of  the  Currency,  consisting  of  seven  experts,  to  consult  and  advise  with 
the  Comptroller  upon  changes  desirable  in  and  methods  of  executing  existing  law 
concerning  banking,  over  which  board  the  Comptroller  of  the  Currency  shall  preside. 

Sec.  52.  That  the  president  of  the  chief  redemption  bank  in  San  Franoisco,  New 
Orleans,  and  each  of  the  other  five  chief  redemption  cities  in  the  country,  or  such  sub- 
stitute as  any  one  of  them  shall  from  time  to  time  appoint,  shall  be  a  member  of  the 
board  of  advisers,  which  board  shall  meet  once  a  year,  or  oftener,  if  the  Comptroller 
of  the  Currency  or  a  m<uority  of  the  board  so  determines,  and  at  such  time  and  place 
as  the  Comptroller  shall  appoint. 

Sec.  53.  That  the  recommendations  of  the  board  of  advisers,  or  a  synopsis  thereof, 
shall  be  entered  in  the  records  of  the  board,  and  the  decision  of  the  Secretary  of  the 
Trensiiry,  from  time  to  time,  as  to  what  person  or  persons  are  entitled  to  act  under 
sections  fifty -one  and  fifty-two  shall  be  final. 

Sec.  51.  That  from  and  after  the  passage  of  this  act  the  duties  due  and  payable 
on  goods  imported  shall  be  paid  in  gold  or  in  United  States  legal-tender  notes  issued 
prior  to  the  passage  of  this  act,  until  the  setting  aside  of  the  gold  in  the  Treasury 
mentioned  in  section  thirteen  of  this  act  for  the  redemption  of  certain  of  the  United 
States  legal-tender  notes. 

Sec.  55.  That  after  the  setting  aside  of  the  gold  in  the  Treasury  mentioned  in  sec- 
tion thirteen  of  this  act  to  redeem  certain  legal-tender  notes,  the  duties  due  and 
payable  on  goods  imported  shall  be  paid  in  gold  or  in  Treasury  notes  issued  under 
the  act  of  July  fourteenth,  eighteen  nundred  and  ninety,  so  long  as  there  shall  be 
twenty  million  dollars  or  more  in  nominal  value  of  such  notes  outstanding :  Profidedf 
hoirereTy  That  the  Secretary  of  the  Treasury  may  suspend,  from  time  to  time,  so  much 
of  this  section  as  requires  that  after  the  setting  aside  of  certain  gold  in  the  Treasury 
for  certain  purposes,  the  duties  due  and  payable  on  goods  imported  shall  be  paid  in 
gold  or  in  Treasury  notes  issued  under  the  act  of  July  fourteenth,  eighteen  hundred 
and  ninety. 

Sec.  56.  That  in  order  to  enable  the  Secretary  of  the  Treasury  to  carry  into  effect 
the  provisions  of  the  act  ot  January  fourteenth,  eighteen  hundred  and  seventy-five, 
entitled  ''An  act  to  provide  for  the  resumption  of  specie  payments,''  and  to  provide 
for  any  deficiency  in  the  revenues  of  the  treasury  of  the  United  States  to  meet  the 
appropriations  made  by  Congress  and  appropriations  made  by  existing  law,  the  Sec- 
retary of  the  Treasury  is  hereby  authorized  to  issue,  from  time  to  time,  for  the  period 
of  four  years,  bonds  as  described  in  the  act  of  July  fourteenth,  eighteen  hundred 
and  seventy,  entitled  ''An  act  to  authorize  the  refunding  of  the  natioual  debt,"  such 
bonds  to  be  payable  at  the  pleasure  of  the  United  States  after  one  year  from  the 
date  of  their  issue  and  upon  the  expiration  of  three  years,  or  bonds  payable  after 
three  years  and  upon  the  expiration  of  seven  years,  or  bonds  due  on  a  certain  day 
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within  three  years  from  the  date  of  such  bonds,  as  the  Secretary  of  the  Treasury 
may  elect.  Such  bonds  to  bear  interest  at  a  rate  uot  exceeding  three  per  centum  per 
annum. 

Sec.  57.  That  any  five  or  more  national  banking  associations  are  hereby  author- 
ized to  unite  in  forming  a  clearing-house  association.  By  adopting  a  constitution 
and  by-laws  the  banking  associations  certifying  to  the  Comptroller  of  the  Currency 
that  fact  shall  in  that  act  become  a  clearing-house  association  body  corporate,  upon 
sach  constitution  and  by-laws  being  approved  in  writing  by  the  Comptroller  of  the 
Currency. 

Sec.  58.  That  any  changes  in  the  constitution  or  by-laws  of  any  such  association, 
to  become  valid,  must  be  approved  in  writing  by  the  Comptroller  of  the  Currency, 
and  the  Comptroller  may  annul  any  part  oi  the  same  at  any  time  after  a  hearing 
thereon,  with  the  concurrence  of  a  majority  of  all  the  board*^of  advisers. 

Sec  59.  That  clearing-house  associations  shall  be  subject  to  like  examination  by 
national  bank  examiners  as  national  banking  associations,  and  shall  make  such 
reports  as  the  Comptroller  of  the  Currency  may  request. 

Sec.  60.  That  any  incorporated  'banking  association  may  be  admitted  to  mem- 
bership in  any  clearing-house  association  incorporated  under  this  act;  and  the 
membership  of  any  ban  King  association  may  be  terminated  by  any  action  of  the 
clearing-house  association  approved  by  the  Comptroller  of  the  Currency. 

Sec.  61.  That  each  member  of  such  clearing-house  association  shall  share  in  its 
fees  and  other  income,  and  in  its  assessments,  expenses,  and  losses  in  the  proportion 
that  the  sum  of  its  capital,  surplus,  and  undivided  profits  bear  to  the  sum  of  all  the 
capital,  surplus,  and  undivided  profits  of  all  the  associations  composing  the  clearing- 
house association  as  shown  by  the  annual  report  of  the  Comptroller  of  the  Currency 
last  made  previous  to  the  apportionment  of  the  same. 

Sec.  62.  That  five  or  more  clearing-house  associations  organized  under  this  act  may 
form  a  national  clearing-house  association  upon  the  same  terms  and  conditions  as 
those  governing  in  the  case  of  clearing-house  associations  composed  of  banking  asso- 
ciations :  ProMedf  howerer,  That  national  clearing-house  associations  may  buy  and 
sell  such  bonds  as  are  necessary  to  the  conduct  of  its  legitimate  business  to  any 
amount  and  of  any  kind  approved  of  by  the  Comptroller  of  the  Currency,  and  may  pro- 
Tide  for  the  coin  redemption  of  currency  notes  of  banking  associations,  and  may 
take  and  issue,  under  the  provisions  of  section  seventeen  of  this  act,  the  greenbacks 
described  in  section  six,  in  denominations  of  not  lees  than  one  thousand  dollars. 

Sec.  63.  That  any  clearing-house  association  organized  under  this  act  may  be  des- 
ignated by  the  Secretary  of  the  Treasury  as  a  depository  of  public  money  and  may 
sSso  be  employed  as  financial  accent  of  the  Government. 

Sec.  64.  That  each  clearing-house  association  may  make  loans  to  or  borrow  from 
other  clearing-house  associations,  and  banking  associations  may  make  loans  to  or 
borrow  from  olearing-honse  associations.  In  all  such  loaning  and  borrowing  clearing- 
house and  banking  associations  shall  be  exempt  from  the  usury  laws  of  the  States  in 
which  they  are  located. 

Sec.  65.  That  any  clearing-house  association  organized  nnder  this  act  may  estab- 
lish a  department  for  the  clearing  of  currency  notes  of  banking  associations  in  the 
current  redemption  of  such  notes. 

Sec.  66.  That  any  clearing-house  association  organized  under  this  act  may  deliver 
to  the  Treasurer  of  the  United  States  or  to  any  assistant  treasurer  of  the  United  States, 
for  safe-keeping,  any  kind  of  money  or  bondn,  and  receive  such  a  statement  of  the 
fact  of  their  being  in  the  Treasury  of  the  United  States  as  the  Secretary  of  the  Treas- 
ury may  approve. 

Sec.  67.  That  any  banking  association  may  withdraw  f^om  any  clearing-house  asso- 
ciation and  any  clearing-house  association  may  withdraw  from  the  national  clearing- 
house association  upon  such  conditions  as  the  Comptroller  of  the  Currency  may 
approve. 

Sec.  68.  That  the  capital  of  each  national  banking  association  shall  at  all  times  be 
held  to  be,  and  shall  be,  the  sum  of  its  nominal  capital  plus  its  surplus  and  undi- 
vided profits,  as  shown  by  the  last  published  annual  report  of  the  Comptroller  of  the 
Currency ;  and  each  share  of  its  nominal  capital  stock  shall  be  held  to  be  a  certificate 
of  ownership  to  the  person  owning  it  of  so  much  of  the  total  actual  capital  of  the 
association  as  herein  described  as  the  nominal  value  of  the  share  bears  to  its  total 
nominal  capital ;  but  no  solvent  association  shall  be  rei^uired  to  make  up  or  to  keep 
its  capital  at  a  sum  greater  than  the  sum  of  its  nominal  capital. 

Sec.  69.  That  this  act  shall  not  afl^ect  existing  national  banking  associations  and 
currency  notes  issued  to  them,  excepting  as  to  the  provisions  of  sections  thirteen 
and  fourteen,  section  twenty-one,  sections  thirty-six,  thirty-seven,  thirty-eij^ht, 
thirty- nine,  forty,  and  forty-three  to  sixty-eight,  inclusive,  whicl^  sections  shall  take 
effect  immediately  and  apply  to  all  national  banking  associations,  however  organ- 
ized, and  to  currency  notes  issued  by  them. 


Mr.  Walker  addressed  the  committee  as  follows: 

Gentlemen  op  the  Committee  :  The  confidence  of  every  class  of 
people  in  the  existing  financial  and  banking  system  having  been 
destroyed,  settled  business  conditions  and  prosperous  times  can  never 
return  in  any  other  way  than  by  its  thorongh  correction,  in  separating 
the  financial  and  banking  system  of  the  country  absolutely  and  forever 
from  the  United  States  Treasury. 

The  Government  must  from  now  on  be  relieved  not  from  directly 
issuing  bnt  from  putting  in  circulation  or  being  in  any  way  responsible 
for  the  "  current  redemption''  of  any  form  of  paper  money. 

The  country  must  immediately  adopt  the  only  system  approved  by 
financiers  whose  opinion  is  at  all  regarded,  the  system  which  prevails 
in  England,  France,  Germany,  and  in  every  other  country — that  of 
having  banks  put  in  circulation  and  be  responsible  for  the  ^<  current 
redemption"  of  every  dollar  of  paper  money  in  circulation,  wholly 
relieving  the  United  States  Treasury  from  it. 

There  is  no  possible  deliverance  from  present  ills  in  any  other 
course,  as  long  as  the  people  have  determined  that  they  will  not  issue 

low-bate-of-intebest  bonds  to  take  xtp  the  gbeenbaoes 

and  Treasury  notes.  There  can  be  no  safe  division  of  responsibility  and 
duties  between  banks  and  the  Government  or  any  other  power  in  the 
management  of  any  part  of  t^e  money  of  the  country.  The  business  of 
finance  mnst  be  committed  by  the  general  government  to  the  banks, 
in  such  form  as  to  command  the  clearest-headed  and  most  patriotic 
men  and  financiers  in  the  country  in  their  management — men  to  whom 
no  exigency  is  a  surprise,  and  who  will  rise  to  every  emergency. 

Exigencies  in  government,  and  esx>ecially  in  finance,  will  necessarily 
and  constantly  arise.  They  can  not  be  foreseen  and  provided  for  in  the 
text  of  any  banking  bilL  A  few  boundaries  only,  wisely  set  to  guide 
the  unskilled  and  to  make  the  selfish  and  unpatriotic  banker  take  his 
&ir  share  of  the  risk  and  exx>en8e  and  do  his  fair  share  of  the  work  in 
a  grand  national  banking  system,  is  all  that  is  safe  for  the  body  of  the 
law  to  attempt. 

This  the  banking  bill  (H.  B.  171)  now  pending  before  the  Banking 
and  Currency  Oommittee  of  the  House  effectually  does,  and  to  a  very 
large  profit  to  the  banks  and  ultimately  to  a  very  great  saving  to  the 
people,  which  I  will  show. 

I  have  solicited  interviews  with  business  men  and  leading  bankers 
and  others,  as  chairman  of  the  Oommittee  on  Banking  and  Currency 
of  the  National  House  of  Bepresentatives,  in  order  that  the  committee 
may  have  their  assistance  in  the  effort  it  is  making  to  find 

A  SOLUTION  FOB  THE  FINANCIAL  AND  BANKING  ILLS 

of  the  country,  and  to  make  the  sober  conviction  and  will  of  the  people 

the  law  of  the  land.    I  am  sure  this  solution  of  our  difficulties  can  not    .  •  i 
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be  fonnd  except  throngli  changing  existing  relations  between  the  banks 
«nd  the  Government  as  regards  paper  money,  and  to  the  great  advan- 
tage of  the  banks,  first;  and  finaUy,  as  I  believe,  to  the  very  great 
advantage  of  the  plain  people  of  the  country.  The  difference  between 
what  I  propose  and  existing  conditions  is,  briefly: 

First.  That  no  Government  bonds  shall  be  used  in  the  banking  system. 
They  were  forced  upon  the  banks  as  a  war  measure. 

Second.  That  the  Government  as  effectually  guarantee  the  payment 
of  every  currency  circulating  note,  made  by  the  Oovernment  and  put  in 
•circulation  by  the  banks,  in  case  of  insolvency  that  their  assets  do  not 
meet,  as  in  the  use  of  bonds. 

Third.  Far  more  flexible  and  abundant  currency,  especially  in  case 
of  stringency  or  panic. 

Fourth.  A  uniform  currency. 

Fifth.  Far  more  complete  daily  reports  by  the  banks  themselveSi  sent 
in  monthly,  to  the  Oomptroller  of  the  Currency. 

Sixth.  A  complete  relief  of  the  United  States  Government  finom  any 
responsibility  for  the  << current  redemption"  of  any  circulating  Govern- 
ment or  bank  currency  notes  whatever,  thereby  relieving  it  of  all 
expenseand  risk  of  maintaining  any  coin  redemption  fund  and  coin  meas'. 
ure  of  value,  the  risk  and  expense  of  both  to  be  devolved  upon  banks 
by  the  operation  of  the  bilL 

The 

▲DYANTAGSS  TO  THB  BANKB 

will  be: 

First.  Larger  profits  on  their  circulation,  notwithstanding  one-half 
of  it  will  be  had  by  buying  it  fh>m  the  Government  and  paying  for  it  in 
lawful  money.  The  other  half  to  be  issued  to  and  put  in  circvQation  by 
the  banks  against  their  assets.  I^o  gain  or  loss  will  occur  to  banks  on 
one-half  and  full  interest  wiU  be  had  on  the  second  half  when  in 
oirculation. 

Seconds  A  great  advantage  will  be  gained  in  the  system  of  clearing 
houses  provided  for  in  the  biU.  They  will  firmly  unite  all  the  banks  in 
the  country  into  one  system  without  increasing  the  financial  responsi- 
bility of  one  bank  for  another.    (See  Appendix  O,  p.  GO.) 

Third.  In  order  to  have  a  praotical  banking  system,  safi^  compre* 
hensive,  and  yet  sufftcientiy  flexible  to  meet  the  varying  needs  of  this 
greAt  country,  the  body  of  men  who  direct  our  finances  must  be  removed 
not  only  flom 

THE  OONTSOL  OF  PABTT  POLITICS 

but  ttom  even  its  slightest  influence.  Such  a  board  of  governors,  as  1 
have  said,  must  be  made  up  of  men  of  the  highest  patriotism  and  integ^ 
rity,  of  the  brightest  minds,  greatest  experience  and  skill  in  banking 
of  any  men  that  can  be  found  in  the  country.  Such  a  body  of  men  is 
provided  for  in  the  bill  in  a  board  of  seven  expert  advisers.  The  inter> 
ests  of  the  people  are  protected  through  the  Comptroller  of  the  Our* 
rency  and  the  Secretai^  of  the  Treasury.  This  body  will  practically 
be  the  governing  and  legislative  authority  for  the  whole  system  of 
national  finances  and  banking  as  well. 

The  bill  prepared  by  me  is  the  existing  system,  so  changed  and 
enlarged  as  to  give  far  cheaper  money  to  the  people  and  &t  greater 
freedom  in  banlung.  Please  observe  that  there  is  no  provision  of  the 
bill  that  is  a  new  thing.  Everyone  of  them  has  been  worked  out  in 
banking  and  approved  by  the  experience  of  bankers  in  the  past. 
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It  Bieoepts  and  Mtjusts  itself  to,  witliaut  attempting  to  ehange  or 
intlaence, 

SXIBTINO  CONDITIONS  AS  TO  SILYSB  COIN 

and  legal-tender  notes. 

A  word  as  to  the  complexity  of  the  bilL  The  snbjeet  of  finance  is 
thonght  to  be  complex,  but  this  bill  is  not  << complex''  in  the  ordinary 
flense  of  the  term.  It  is  complex  only  in  this:  that  every  contingency 
likely  to  arise  is  thonght  oat  and  its  remedy  provided  for  in  the  bill. 
In  other  words^it  leaves  less  necessity  for  <<  constmction"  than  any  bill 
I  have  yet  seen,  in  avoidance  of  courts.  The  national^bf^k  act  con- 
tains about  36,oiOO  words,  and  is  incomparably  more  complex  and  diffi- 
cult to  be  understood,  were  the  bankers  not  familiar  with  it,  in  practi- 
cal experienoe,  by  working  under  it.  My  bill  contains  only  7,800  words. 
Of  course  my  bill  being  founded  on  the  bank  act  requires  some  less 
words.  If  tbe  national-bank  act  be  submitted  to  the  five  most  intel- 
ligent bankers  you  meet,  and  also  the  bill  drawn  my  me,  I  venture  to 
say  that  every  one  of  them  will  decide  that  my  bill  is  more  easily  under- 
stood, and  what  may  and  may  not  be  done  under  it  is  more  clearly 
stated,  even  though  they  have  acted  under  the  national-bank  act 
This  experiment  has  been  tried  on  two  or  three  occasions  and  produced 
tbe  result  indicated. 

Bankers  Hambleton  &  Oo^  of  Baltimore,  Md.,  in  their  circular  of 
February  29, 1890,  say: 

Mr.  Walker's  biU  U 

A  BXtixrm.  BrrosT  to  msbt  all  OBjieotioirs 

«nd  satiafy  all  objectors.  The  new  circulating  notes  are  to  be  called  greenbacks  to 
satisfy  those  who  pin  their  faith  on  this  class  of  currency  and  will  hear  of  none  other. 
The  anti-national-bank  element  is  placated  with  the  imposition  of  the  burden  placed 
upon  the  banks  of  redeeming  all  eirenlation  and  maintaining  the  same  on  a  paritv 
nith  gold.  The  silver  mien  are  presented  with  a  larger  use  of  silyer  dollars  through 
the  inhibition  of  the  issoance  of  any  bank  note  under  $3  and  by  the  requirement 
permission  to  keep  one-half  of  the  bank  reserves  in  silver.  Those  who  desire  to  have 
bank  notes  issued  upon  the  deposit  of  securities  other  than  United  States  bonds  are 
•aUsfledy  and  those  who  desire  to  issue  circulation  against  a  first  lien  upon  bank 
assets  Mid  stockholders'  liability  are  also  remembered. 

We  have  studied  Mr.  Walker's  bill. faithfully  and  earnestly,  and  without  prejudicoy 
but  it  appears  to  os  that  most  every  interest  is  better  protected  than  the  banks. 
Poasibly  we  do  not  ftally  appreciate  the  advantages  to  the  banks,  but  we  are  quite 
sore  we  appreciate  their  responsibilities. 

If  the  Walker  biU  ever  gets  up  to  the  Senate,  possibly  that  illustrious  (  f )  body 
would  take  pleasure  in  relieving  uie  Government  of  the  responsibility  of  maintaining 
the  oireulanon  of  the  nation  on  a  parity  with  gold  and  in  imposing  tliis  task  upon 
Ite  ahoalden  of  the  banks.  Mr.  walker's  biU  has  many  merits,  and  is  drawn  upon 
seientific  hues,  but  it  leans,  we  tiiink,  a  little  hard  upon  the  banks.  We  fear  tnat 
there  is  not  much  ehanoe  of  any  currency  reform  legislation  this  year,  but  we  are 
fuUy  satisfied  that  ultimately  there  will  be  accomplislied  that  most  desirable  of  all 
objects — ^the  removal  of  the  Government  from  the  banking  business. 

The  opinions  of  seven  New  York  bankers  were  given  in  interviews 
published  in  the  Hew  York  Herald  of  Sunday,  January  26. 1896,  which 
showed  that  not  one  of  them  had  read  the  bill  H.  B.  171,  other  than 
in  the  most  superficial  way.  The  general  opinion  gathered  from  the 
bankers,  as  expressed  by  the  Herald  correspondent^  was  in  these  words, 
as  indicating  the  bankers'  opinion: 

The  bill  ssanii  better  ealonlated  to  please 

TUB  FIKAKCIERS  OF  TUK  WEST 

than  the  men  who  eeotrol  the  affairs  of  Wall  street. 
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The  bill  is  only  the  framework  of  a  system,  so  liberally  arranged  that 
the  banks  of  the  country  are  left  free  to  manage  their  own  affairs^  and 
to  develop  a  more  flexible  and  far  si^er  and  letter  system  of  banking 
than  we  now  have  or  any  other  country  has. 

It  puts  banking  on  as  free,  liberal,  flexible,  and  a  tax  safer  basis  than 
any  other  department  of  business  in  the  country. 

In  providing  for  a  board  of  expert  governors  it  makes  possible  an 
instant  and  uniform  change  of  regulations  in  all  the  banking  business 
of  the  country  in  times  of  exigency,  such  as  is  had  in  all  other  depart- 
ments of  business  in  such  times,  and  as  is  done  in  the  European  systems. 

The  enormous  cost  of  maintaining  the  Treasury  system,  the  gold 
redemption  fund,  and  in  redeeming  paper  money  by  the  United  States 
Treasury  is  shown  by  a  few  figures.  It  would  cost  banks  nothing.  It 
would  rather  be  to  their  advantage.  Gold  earns  full  interest  to  Jb^anks 
in  currencjr  issued.    It  earns  nothing  now  to  anyone. 

Appendix  A,  page  37,  shows  thatthenetcash  balancekept  in  the  United 
States  Treasury  for  the  ten  years  ending  1890  was  over  $288,000,000. 
European  governments  suffer  no  such  waste.  Great  Britain  only  car- 
ries an  exchequer  balance  of  $20,000,000  to  $30,000,000.  The  United 
States,  even  under  our  present  system,  have  kept  about  the  same  amount 
in  banks,  as  will  be  seen  by  Appendix  El,  page  56.  The  interest  on  that 
money  carried,  etc.,  that  ten  years,  averag^  over  $12,000,000  a  year; 
against  an  actual  gain  to  the  British  exchequer  of  about  $1,000,000 
annually.  It  cost,  in  interest,  to  carry  the  gold  redemption  fhnd  alonCi 
during  that  i>eriod  and 

WHBN  THB  00I7NTBY  WAS  IN  NORMAL  OONDITIONS, 

over  $8,000,000  per  year.    (See  Appendix  P,  page  03.) 

The  cost  of  our  banking  and  currency  system,  as  coippared  with  that 
of  other  nations,  is  equally  wasteful. 

Everyone  admits  that  when  a  man  insists  on  using  a  thing  that  will 
sell  for  $100  in  the  place  of  a  thing  as  efficient  and  acceptable  to  the 
user  that  costs  nothing,  he  is  losing  a  sum  equivalent  to  the  interest 
on  $100. 

So  with  coin  money.  A  sufficiency  is  enough.  Every  dollar  the 
people  will  actually  use  as  coin  should  be  had;  but  every  dollar  used 
where  a  paper  dollar  is  as  acceptable  to  the  user  costs  the  country  the 
interest  on  the  value  of  the  coin  dollar  used  in  place  of  the  paper  dol- 
lar, that  costs  nothing. 

The  cost  of  maintaining  our  present  financial  and  banking  system  is 
almost  beyond  belief.  It  is  as  bad  as  I  have  shown  the  needless 
expense  of  maintaining  the  United  States  Treasury,  with  its  legal- 
tender  currency  notes  and  gold  redemption  fund,  to  be* 

Appendix  B  (page  37)  shows  the  net 

LOSS  TO  THB  PEOPLE  IN  INDIBEOT  TAXATION 

in  higher  rates  of  interest  to  be  about  $53,000,000;  adding  the  Treas- 
ury loss  makes  a  total  of  $65,000,000. 

Besides  this  $65,000,000  annual  loss,  the  credit  of  the  United  States 
has  been  so  damaged  that  over  $40,000,000  have  been  lost  in  three 
years  on  $263,000,CK)0  of  bonds  sold,  carrying  the  increased,  and  more 
than  useless,  direct  and  indirect  taxation  of  the  people,  in  a  little  over 
two  years,  from  our  disgraceful  and  needlessly  extravagant  financial 
and  banking  system,  up  to  over  $75,000,000  a  year.  The  normal  price 
of  our  bonds  is  high  enough  to  pay  less  than  2}  per  cent  income  to  their 
purchaser.    (See  Appendix  G,  page  38.) 
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The  foregoiug  statements  are  incontestablv  true. 

Again,  what  a  inonstroas  burlesque,  as  I  nave  said,  on  good  finan- 
cial management,  that  viciouB  law  should  compel  the  Government  to 
the  sale  of  bonds,  a  day  or  two  since,  amounting  to  $100,000,000, 
with  an  admitted  working  surplus  in  the  United  States  Treasury  of 
$95,000,000. 

Probably  there  is  not  another  government  on  the  face  of  the  earth 
that  would  rest  a  day  under 

A  FINANCIAL  SYSTEM  THAT  COMPELS  SUCH  THINGS 

without  reforming  it. 

How  many  men  are  there  in  the  country  that  have  more  than  a  very 
general  but  intense  feeling  that  something  is  wrong  t  How  many  men 
know  what  it  is  that  stings  and  bitest  How  many  actually  know  that 
the  finances  and  banking  of  this  country  are  in  the  condition  I  am 
revealing  t    Probably,  until  now,  scarcely  a  man. 

And  now  that  I  have  revealed  these  things  to  the  country,  do  you 
think  either  political  party  can  keep  the  hottest  discussion  of  them  out 
of  the  campaign  of  1896,  with  crimination  and  recrimination,  if  nothing 
is  now  done  to  correct  these  evils t    Is  it  desirable  to  do  sot 

The  Farmers' Alliance,  the  I^ationalFarmers'Grange,thelabororgan- 
izations,  as  well  as  commercial  organizations  ail  over  the  country,  are 

jrUSTIPIED  IN  THEIB  DEMAND  FOB  BEFOBM, 

rather  than  the  men  who  refuse  to  assist  to  reform  these  admitted 
evils — men  who  are  trying  to  belittle  and  excuse  them,  and  who  sneer 
at  those  seeking  to  (correct  them. 

The  bill  does  not  propose  to  save  the  whole  of  this  $75,000,000, 
because  a  vast  majority  of  the  70,000,000  American  sovereigns,  who 
complain  of  the  hurt  but  mistake  the  cause,  will  not  permit  it.  They 
must  finally  decide,  as  it  is  their  right  to  do. 

What  the  bill  would  have  saved  if  it  had  been  the  law  in  the  normal 
conditions  of  1881  to  1890  is  about  half  that  sum. 

On  the  eurrency  issued  by  the  banks  against  the  assets,  $400, 000, 000,  at 

average  rate  of  interest  tbronghout  tne  coantry  of  5. 735  per  cent $21, 940, 000 

All  cost  of  collecting  and  disbarsiug  the  reyenues  by  the  Treasury....    12, 238, 792 

Total 34,178,792 

Besides  saving  all  anxiety  as  to  a  depreciation  of  our  currency. 

Of  course,  if  bonds  were  issued  to  fund  $800,000,000  of  this  amount 
at  2^  per  cent  the  interest  would  e-ost  the  people  $20,000,000  annually. 
This  $800,000,000  is  worth  in 

LOWEB  BATES  OP  INTBBEST  TO  THE  PEOPLE 

.through  bank  issues  6  per  cent,  or  a  saving  of  the  sum  of  $48,000,000, 
and  a  net  of  $28,000,000,  to  which  should  be  added  the  $12,000,000 
interest,  etc.,  on  Treasury  balances,  making  a  total  of  $40,000,000. 

Congress  can  not  be  induced  to  enact  a  law  providing  for  the  selling 
of  $500,000,000  bonds  to  retire  legal-tender  and  Treasury  notes,  and  if 
enacted  it  would  soon  be  repealed. 

We  have  tried  it  twice.  An  act  was  passed  on  April  12, 1866,  author- 
izing the  Secretary  of  the  Treasury  to  sell  bonds  and  use  the  proceeds 
to  retire  and  cancel  the  United  States  legal-tender  notes,  not  to  exceed 
$10,000,000  in  the  first  six  months  and  $4,000,000  per  month  thereafter. 

OUB 2 
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In  two  years  and  nine  months,  when  only  $59,164,318  were[.'reti];ed 
under  that  act,  the  act  w(ts  repealed,  in  January,  1869^  the  act  of  repeal 
not  receiving  the  signature  of  the  President. 

The  act  of  January  14, 1875^  directed  that  all 

UNITED  STATES  LEaALTENDEB  NOTES 

in  excess  of  $300,000,000  be  retired  and  canceled,  and  after  January 
1, 1879,  such  notes  should  be  redeemed  and  canceled  as  were  presented 
for  redemption. 

In  three  years  and  four  months,  when  only  $35,318,984  were  canceled 
under  it,  the  act  was  repealed,  on  May  4, 1878,  ana  instead  the  Treasurer 
was  required  by  law  to  pay  out  such  notes  as  were  received  into  the 
Treasury. 

Asa  law  to  use  the  surplus  in  the  Treasury  to  redeem  and  cancel  the 
^ecnbacks  cannot  be  enacted,  the  only  possible  solution  for  our  troubles 
IS  for  the  banks  to  carry  the  Government  legal-tender  notes,  and  to  a 
profit  to  the  banks.  They  are  now  carrying  the  whole  $1,000,000,000  of 
currency.    This  will  relieve  them  of  $400,000,000  of  their  burden. 

The  existing  legal-tender  notes  would  remain  precisely  the  same  after 
being  assumed  by  the  banks,  as  provided  for  in  the  biU,  as  they  are 
now,  and  having  the-same  legal  status  as  the  Bank  of  England  notes, 
as  is  shown  by  the  following  quotations  (statutes  of  Oreat  Britain  and 
Ireland,  3  and  4  Will.  IV.,  1833,  chap.  98,  sec.  6,  p.  1026) : 

VI.  *  *  *  a  tendor  of  a  iioto  or  notes  of  the  governor  and  company  of  the 
Bank  of  England,  expressed  to  be  payable  to  bearer  on  demand,  shall  be  a  le^al 
tender,  to  the  amount  ox])rcssod  in  suoh  note  or  notes,  and  shall  be  taken  to  be  valid 
as  a  tender  to  such  amount  for  nil  sums  above  Ave  pounds  on  all  occasions  on  which 
any  tender  of  money  maybe  lc<^ally  made,  so  long  as  the  Bank  of  England  shaU 
continue  to  pay  on  demand  thinr  said  notes  in  legal  coin;  •  •  •  but  the  said 
governor  ana  company  shall  be  liable  to  pa}'  and  satisfy  at  the  Bank  of  England,  in 
London,  all  notes  of  the  said  governor  and  company,  or  of  any  branch  thereof. 

Besides,  bonds  are  fatal  to  any  banking  system.  Their  fluctnations  in 
price  make 

THE  BANKS  SPEOULATOBS  IN   BONDS, 

rather  than  doing  a  legitimate  banking  and  currency  business. 

Appendix  D  (page  39)  shows  conclusively  what  has  been  the  position 
of  the  national  banks  for  many  years,  and  that  their  greater  urgency  for 
the  repeal  of  the  1-per-cent  tax  at  this  time  is  because  of  the  low  price  of 
the  bonds  recently  sold.  The  damaged  credit  of  the  United  States  will 
largely  increase  the  profits  on  their  circulation  taken  out  with  bonds. 

These  bonds,  two  or  three  years  hence,  that  hiive  sold  in  the  market 
for  104^  and  111  are  sure  to  be  worth  in  the  market  about  130 — within 
three  years.  (See  Appendix  0,  page  38.)  Then  the  banks  will  sell  their 
bonds  and  reduce  their  circulation,  as  they  have  always  done  heretofore. 
The  managers  of  banks  can  not  do  otherwise.  Banks  are  not  very 
largely  the  property  of  their  managers.  Bank  managers  are  only  cus- 
todians of  the  resources  of  widows  and  children,  and  therefore  it  is  their 
legal  and  moral  duty  to  make  what  money  they  can  in  an  honorable 
way  for  their  wards.    I  beg  of  you  to  mark  carefully  the 

MABKET  PBICE  OF  OUB  BONDS  IN  PBOSPBBOUS  TIMES, 

as  shown  by  Appendix  D,  page  39. 

'^  The  Comptroller  of  the  Currency  recommends  nothing  promising 
any  relief  of  the  Treasury.    He  is  as  fully  aware  as  any  of  ns  that 
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every  dollar  of  the  thousand  millions  of  paper  money  now  in  circulation 
is  an  indirect  tax  ^rst  on  the  banks  and  doubly  so  on  the  people.  That 
every  dollar  of  it  they  hold  in  their  vaults  is  a  direct  tax  upoii  them,  and 
through  them  on  the  people,  in  higher  interest  rates,  as  compared  with 
the  way  of  putting  in  circulation  paper  money  in  every  other  country. 
He  knows  as  well  as  we  that  under  the  present  method  of  issuing  cur- 
rency by  the  use  of  bonds,  banks  liitten  on  the  misfortunes  of  the  conn  try ; 
that  it  is  made  for  their  pecuniary  interest  to  depreciate  the  credit  of 
the  country — first  to  make  a  profit  on  the  bonds  issued  and  that  they  may 
make  more  money  on  the  currency  issued  upon  the  debt  in  bonds  the 
country  is  compelled  to  issue  in  its  misfortunes.  That  they  did  main- 
tain gold  payments  as  long  as  they  possibly  could  and  free  of  expense 
to  the  Government,  from  1880  to  1892,  under  these  circumstances,  is 

OONOLUSIVE  EVIDBNOB  OF  THBIB  HIOH  PATBIOTISM. 

But  they  have  succumbed.  They  have  been  unable  to  stand  up  as 
every  clear-headed  man  knew  they  would  be  unable  to  when  it  came — 
and  come  it  must — ^uuder  the  depressing  conditions  of  the  immediate 
past. 

How  long  shall  we  adhere  to  a  financial  and  banking  system  that 
makes  banking  profitable  in  the  proportion  that  damage  is  done  to  the 
credit  of  our  country? 

When  bonds  paid  their  purchaser  over  3  per  cent  net  at  117^,  in  1881, 
the  bank  circulation  was  over  $312,000,000,  At  the  price  in  1890,  paying 
an  income  of  2.45  per  cent,  the  banks  sold  the  bonds  and  reduced  their 
circulation  to  $120,000,000,  thus  taking  $186,000,000  out  of  circulation. 

Bepeal  the  1  per  cent  tax  and  also  allow  banks  to  issue  circulation 
up  to  the  par  of  their  bonds,  at  their  recent  price,  and  the  banks  wonld 
soon  add  enormously  to  the  gold  embarrassments  of  the  Treasury  by 
carrying  the  paper  money  in  circulation  up  and  demanding  gold  redemp- 
tion, by  adding  $200,000,000  to  $300,000,000  of  national-bank  notes  to 
the  $1,000,000,000  paper  money  already  in  use,  to  be  again  reduced  by 
hundreds  of  millions  when  the  credit  of  the  Government  is  good  and 
the  prices  of  bonds  go  up  and  the  people  need  the  money  to  use.  This 
is  not  an  elastic  currency.    It  is 

▲  FBBAJC  OUBBBNOT. 

A  currency  used  against  the  people  and  wholly  in  the  interest  of  the 
banks.  A  currency  issued  when  the  people  do  not  need  the  money  and 
can  not  use  it,  to  be  withdrawn  when  the  people  do  need  the  money  and 
can  use  it.  The  Netv  York  banks  had  only  $3,500,000  in  circulation  on 
November  1, 1890,  when  bonds  were  high  and  $14,500,000  November  2, 
1895,  when  Government  credit  was  ruined.    Appendix  T,  page  69. 

The  bonds  sold  this  month,  on  February  5,  at  1.11378,  were  worth, 
the  day  they  were  sold,  to  yield  2|  per  cent  semiannual  interest,  1.3392, 
or  20.24  per  cent  more  than  they  sold  for. 

At  this  2|  per  cent  interest  the  income  to  the  purchaser  from  them 
would  be3.62  per  cent  more  than  the  income  United  States  bonds  paid  the 
purchaser  in  the  three  years  of  1887, 1888,  and  1889  at  their  price  in  the 
market.    (Appendix  D^  page  39.) 

The  value  of  the  existing  2  per  eent  United  States  bonds  to  run 
twenty-nine  years,  as  compared  with  the  4  per  cent  twenty-nine-year 
bonds  at  1.12,  is  only  $75.06  for  each  $100  bond. 

All  men  in  business  are  hungry  for  reduced  taxation  and  Government 
money.    Under  these  circumstances  the  1  per  cent  tax  on  circulation 
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slioald  not  now  be  repealed  or  redaced.  There  is  no  pretense  that  a 
single  recommendation  made  by  the  Comptroller  of  the  Currency  would 
relieve  the  financial  situation.  They  do  not  have  that  objeet  in  view. 
The  bill  proposed  by  me  is 

THE  ONLY  MEASUBE  FOBMITLATBD 

that  makes  any  pretense  of  completely  relieving  the  United  States 
Treasury  situation. 

The  profits  on  currency  not^s  of  banks  in  normal  conditions,  say  on 
June  30, 1892,  are  shown  by  Appendix  E,  page  39,  in  average  condition, 
and  also  under  Walker  bill  171  are  shown  in  Appendix  H,  page  ^3, 

If  a  bank  held  bonds  for  circulation  one-third  each  in  2,  4,  and  6  per 
cent,  the  then  existing  bonds,  at  their  price  in  the  market  in  the  normal 
conditions  on  the  date  given,  the  figures  of  the  actuary  of  the  United 
States  Treasury  show  that  double  the  profit  would  come  to  banks 
under  House  bill  171  than  under  existing  laws  in  4  per  cent  interest 
localities;  five  and  a  half  times  as  much  in  6  per  cent  interest  locali- 
ties, and  one  hundred  and  twenty-one  times  as  much  in  8  per  cent 
interest  localities,  and  still  more  where  interest  is  10  per  cent.  Where 
interest  is  10  per  cent  the  present  system  is  simply  cruelly  oppressive. 
How  long  shall  we  continue  this  hardship,  especially  to  the  South  and 
Northwest? 

The  people  of  each  section  of  the  country  have  an  equitable  right 
to  secure  bank  currency  without  being  discriminated  against  in  the 
banking  laws  in  favor  of  any  other  section.  The  profits  in  a  6  per  cent 
locality  over  a  4  per  cent  locality  should  be  one-half  more  and  in  an  8 
per  cent  locality  twice  as  much  and  in  a  10  per  cent  locality  twice  and 
a  lialf  as  much  as  in  a  4  per  cent  locality.  Were  those  things  done 
that  the  bankers  in  4  per  cent  localities  are  demanding  shall  be  done, 
viz,  the  repeal  of  all  taxes  on  currency,  and  they  be  allowed  to  increase 
their  currency  to  the  par  value  of  their  bonds,  the  facts  prove  that 
the  profit  on  currency  in  4  per  cent  localities  in  the  conditions  demanded 
would  be  6555 J  per  cent  more  than  in  10  per  cent  localities  and  propor- 
tionately more  than  in  8  per  cent  and  6  per  cent  localities.  This  shows 
that  the  business  of  issuing  currency  in  any  proportion  upon  bonds  is 
more  inequitable  than  the  worst  enemy  of  that  system  of  issuing  cur- 
rency has  ever  before  proclaimed  it  to  be.    (See  Appendix  Q,  p.  64.) 

I  wish  to  call  your  attention  to  another  fact,  namely:  That  if  every 
recommendation  of  the  Comptroller  of  the  Currency  was  adopted,  not 
only  would  it  fail  to  afford  any  relief  whatever  to  the 

UNITED  STATES  TBEASTTBY  SITUATION, 

but  that  it  would  not  change  the  disparity  that  now  exists  in  favor  of 
localities  where  rates  of  interest  are  4  per  cent  to  6  per  cent,  like  N"ew 
York,  etc.,  and  against  localities  where  it  is  8  per  cent,  10  per  cent,  and 
even  12  per  cent,  as  it  is  in  some  parts  of  the  South  and  Northwest. 
The  same  oppressive  and  blighting  discrimination  in  favor  of  4  per  cent 
to  6  per  cent  localities  on  currency  issued  by  the  Government  on  the 
deposit  of  bonds,  against  the  higher  rates  of  interest  sections  and  in 
favor  of  the  lower,  would  exist.  As  the  adoption  of  the  recommenda- 
tions of  the  Comptroller  of  the  Currency  would  not  relieve  or  change  the 
relative  expense  of  our  currency  as  between  the  sections  by  the  smallest 
fraction,  is  it  not  the  duty  of  the  Committee  on  Banking  and  Currency 
to  take  the  responsibility  of  recommending  a  radical  improvement  in 
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the  financial  and  banklnf^  system  of  the  country  at  oncet  When  will 
a  more  opportune  time  arrive?  It  is  rather  the  duty  of  the  Comptroller 
of  the  Currency  to  recommend  improvements  in  and  to  administer  faith- 
fiilly  the  existing  system,  however  faulty  he  may  feel  it  to  be.  than  to 
devise  a  new  one.  Please  examine  Appendix  I  (page  42),  and  see  the 
localities  that  suffer  most  in  tbe  existing  law. 

But  bankers  say:  <^ What  inducement  is  there  to  me  to  change  from 
banking  under  the  existing  law  to  banking  under  your  billt  You  do 
not  expect  us  to  change  unless  you  can  show  us  we  can  make  more 
money  in  what  you  proposed' 

Certainly  not;  but  the  advantage  to  banks  would  be  great  in  every 
way.  It  is  certain  that  their  income  will  be  very  largely  increased,  as 
well  as 

BYBBY  BVIL  OP  THE  PBESENT  FINANOIAIi  SITUATION 

be  corrected,  by  all  the  banks  in  the  country  going  into  it.  Every  busi- 
ness man  and  wnge  worker  will  also  be  benefited  by  uniting  to  secure 
the  enactment  into  law  of  the  bill  I  present  in  Increased  profit  to  banks 
and  ultimately  lower  interest  rates.  Most  beneficent  to  the  banker  will 
be  the  safety  of  banking.  It  will  keep  every  phase  of  banking  under 
the  control  of  bankers,  as  every  other  business  is  under  the  control  of 
those  prosecuting  it.  They  will  then  cease  to  be  at  the  mercy  of  party 
politics  and  dependent  on  the  skill  and  good  judgment  of  men  clothed 
with  a  brief  authority  by  appointment  to  office.  This  one  thing,  of  pre- 
venting unnecessary  crises,  will  be  a  saving  of  millions  upon  millions 
to  business  men  and  bankers,  which  now  occurs  at  all  too  brief  inter- 
vals, as  all  bankers  have  abundant  reason  to  know. 
But  bankers  say, 

HOW  ABB  NATIONAL  BANKS  TO  OOHB  T7NDEB 

the  provisions  of  the  bill  f  Simply  by  a  vote  of  the  board  of  directors. 
Then  they  can  take  up  their  bonds  and  retire  their  present  circtQation 
at  tbeir  leisure  with  the  new  circulation  they  take  out.  As  it  only 
changes  one  form  of  their  currency  notes  for  another  form,  there  is  not 
an  account  in  the  bank  to  touch  except  the  bond  and  currency  note 
account. 

Divorce  the  United  States  Treasury  from  having  anything  to  do  with 
managing  the  money  of  the  country  and 

LBSS  DIFFIOXTLTY  WILL  BB  BXPBBIBNOBD 

in  the  banking  business  than  in  any  other  business  done.  Whether  the 
Oovemment  is  collecting  enough  or  not  half  enough  revenue,  paying 
gold,  silver,  or  paper  on  its  obligations,  will  be  a  matter  of  not  the 
slightest  concern  to  the  business  of  banking  as  such,  and  its  shortage 
in  revenues  will  only  afiect  the  banking  business  as  a  secondary  effect 
and  as  it  helps  or  hurts  the  general  business  of  the  country.  Had  the 
bill  been  a  law  from  March  4, 1893,  to  the  present,  it  would  have  saved 
all  necessity  for  the  issue  of  bonds  other  than  the  few  necessary  to  sup- 
ply a  deficient  revenue,  and  they  would  certainly  have  been  sold  at  rates 
paying  an  income  of  from  2^  to  2^  per  cent  instead  of  33,  at  which  rates 
our  bonds  have  recently  been  sold.  The  enactment  of  the  existing  tariff 
would  not  then  have  been  complicated  with  the  Treasury  situation,  and 
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there  conld  have  been  no  panic  of  1893.  Again  ^  had  this  bill  been  law, 
and  the  Government  needed  more  money  to  supply  a 

TEMPOBABY  DEFIGEBNOY  IN  THE  BEVENinB, 

it  would  not  need  gold,  and  there  is  no  reason  to  believe  our  bonds 
would  not  have  sold  for  lawftil  money  at  a  premium  high  enough  to  yield 
as  low  an  income  from  them  as  they  yielded  at  their  market  price  for 
the  eight  years  previous  to  the  panic  of  1893,  namely,  2.462  per  cent. 

For  the  exceedingly  oppressive  discrimination  the  present  law  makes 
against  the  high  rates  of  interest  in  the  southern  and  northwestern 
sections  of  the  country,  please  examine  carefully  Appendix  F,  page  40. 

It  is  a  question  for  each  one  to  ask  himself,  especially  if  he  is  a  banker, 
whether  he  would  not  protest  with  intense  vigor  against  a  banking  sys- 
tem that  made  a  difference  of  5  per  cent  in  the  profit  on  currency  issued 
to  banks  against  him,  as  compared  with  New  York  and  Boston,  did  we 
live  in  the 

Hian  BATE  OF  INTEBEST  SECTIONS 

of  the  Southwest  and  Northwest.  Is  it  any  wonder  that  the  people  liv- 
ing in  those  sections  show  impatience  when  called  knaves  or  fools  when 
they  protest?  Are  not  men  living  in  those  sections  justified  in  demand- 
ing tbat  the  national-bank  system  be  immediately  reformed,  that  they 
may  be  relieved  from  such  oppressive  discrimination?  Is  there  a  man 
in  Congress  ready  to  face  his  constituents  after  deliberately  voting  in 
refusal  of  relief!  Any  system  that  works  such  injustice  against  any 
section  of  the  country,  and  especially  those  which  need  most  business 
encouragement  and  help,  is  repulsive  to  every  right-minded  man.  It 
appeals  to  every  right-minded  man  for  immediate  correction. 

All  the  figures  I  have  given  show  average  conditions  as  they  are  pred- 
icated on  tbe  sum  of  the  aggregate  resources  and  liabilities  of  all  the 
national  banks  in  the  country  in  1892,  taking  figures  from  pages  46  and 
160  of  the  Eeport  of  the  Comptroller  of  the  Currency,  and  for  the  nor- 
mal conditions  of  that  year,  and  from  the  figures  of  the  actuary  of  the 
Treasury,  published  on  page  851,  Appendix  of  the  Congressional  Record 
of  the  Fifty-third  Congress,  second  session. 

As  I  have  before  said,  these  figures  are  made  upon  the  assumption 
that  the 

OUERBNOY  TAKEN  OUT  BY  THE  BANKS 

is  secured  by  one-third  each  of  the  2,  4,  and  6  per  cent  bonds,  bought 
at  their  price  in  the  market  on  June  30, 1892. 

Because  some  bankers  have  bonds  costing  them  more  or  less  than 
their  market  price  on  June  30, 1892,  or  even  had  their  bonds  given 
them,  is  nothing  to  the  points  made.  I  am  discussing  normal  and 
average  conditions. 

Of  course,  not  many  banks  were  in  exactly  the  condition  given,  but 
all  the  banks  taken  together  are  correctly  represented. 

Of  course,  as  has  been  before  said,  the  competition  between  the  exist- 
ing banks  and  new  banks  that  would  spring  up  all  over  the  country, 
should  my  bill  become  law,  would  soon  reduce  the  rates  of  interest  to 
the  people  and  reduce  the  larger  dividends  to  the  banks  I  have  shown, 
to  a  normal  profit  to  banks,  and  thus  in  reducing  interest  rates  reduce 
their  cost,  and  so  reduce  the  price  to  the  people  of  every  boot,  shoe, 
coat,  or  gown  they  bought. 
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How  is  the  bill  as  a  war  measure t  It  is  confessed  by  Senator  Sher- 
man,  in  bis  speech  in  the  Senate  on  January  3, 1896,  and  in  the  April 
Foroniy  and  all  know,  that 

WiiB  UNDBB  BXISTINa  OONDITIONS 

means  national  insolvency.  Under  this  bill  no  finanical  disturbance 
could  come  because  of  war.  Because  of  our  want  of  a  sound  financial 
system,  the  War  of  Secession  needlessly  increased  its  cost  to  the  Gov- 
ernment over  $1,000,000,000,  with  only  30,000,000  of  people.  Now,  any 
war  would  cost  three  times  its  normal  tost  under  sound  financial  con- 
ditions.   What  would  resultt 

The  War  Department  in  ten  years  has  spent  $425,000,000. 

The  Navy  Department  in  ten  years  has  spent  $235,300,000. 

Of  what  avail  is  this  without  the  sinews  of  wart  The  sinews  of 
war  to-day  are  sound  bankers'  funds,  not  gold  or  silver. 

Ag^in,  the  Treasury  condition  paralyzes  business.  Why  not  reform 
it  now!  The  history  of  the  withdrawal  of  gold  shows  it  never  will 
cease.  It  has  been  as  follows,  and  it  will  now  go  on,  being  once  estab- 
lished, surplus  revenue  or  no  surplus. 

In  eleven  and  one-half  years  gold  redemption,  from  January  1, 1870,  to 
August  1, 1S90,  was  $28,250,000,  because  of  $300,000,000  in  the  Treasury. 

In  two  years,  from  July,  1890,  to  July,  1892,  about  $15,000,000. 

In  three  years  and  five  months,  gold  redemption,  from  July  1,  1892, 
to  December  1, 1896,  reached  the  enormous  sum  of  $300,000,000. 

Appendix  G  '(page  41)  shows  the  total  gold  drawn  from  the  Treasury 
to  be  $683,000,000  in  three  years.  The  average  monthly  receipts,  and 
failare  of  receipts,  of  gold  coin  and  gold  certificates  from 

OUSTOMS  AT  NEW  TOBK 

« 

from  January,  1889,  to  September,  1895,  are  very  instructive  and  still 
more  ominous.  The  troubles  inherent  in  our  system  are  now  fully 
developed.    No  more  gold  will  be  paid  on  imports. 

In  six  moDfths —  For  cent. 

1889,  Jftniiary  to  JnDe,  there  was  paid  in  gold—. 83.5 

1889,  July  to  December 89.7 

1890,  Jannory  to  Jane 94.0 

After  the  silver  act  of  1890  became  a  law,  on  July  14,  for  the  next  six 
months  they  were — 

Per  oent. 

1890,  Jnly  to  December 87.1 

1891,  Jannary  to  Jnne 53.7 

1881,  Jnly  to  December 28.1 

1882,  Jannary  to  June .- 24.1 

1802,  Jnly  to  December 8.1 

1893,  Jannary  to  June 4.8 

1893,  Jnly  to  December 37.8 

Then  came  the  repeal  of  the  purchase  clause  of  silver  act  of  July 
14, 1890,  on  November  1, 1893.  (See  Appendix  S,  page  68.)  While  the 
continuance  of  this  act  indefinitely  would  have  put  the  country 

ON  A  SILVER  HEASITBB  OF  VALITB 

with  Mexico,  Ohina,  etc.,  there  is  no  evidence  that  its  enactment  or 
repeal  affected  the  then  industrial  or  financial  situation  in  the  smallest 
degree.  Neither  would  a  sufficient  revenue  alone  now  change  existing 
habits  and  give  any  relief  to  the  Treasury  gold  situation. 
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Gold  payments  of  duties  have  now  stopped,  never  to  begin  again. 
They  still  ran  down  after  the  repeal  on  Kovember  1, 1893,  being  there- 
after as  follows: 

In  six  months —  Per  oent. 

1A94,  Janaftry  to  Jnne...* ••• ••.•■•• • •• 6 

18J)4,  July  to  December ••.... ..••.•.. .—..••..  2 

1895,  Janaary  to  June 8 

1895,  July  to  September ^ 

And  now,  and  for  months  past,  not  one  dollar  in  gold  or  gold  certifi- 
cates has  been  paid  into  the  Treasury. 

The  habit  of  pacing  duties  in  gold  having  been  broken,  and  new 
banking  customs  inaugurated,  and  for  months,  it  will  never  be  resumed. 
It  can  not  be  inaugurated  again  without  concurrent  action  of  all  New 
York  banks.  ( W.  Dodsworth,  Appendix  U,  page  76,  item  5.)  Selling 
bonds,  and  more  bonds,  and  still  more  bonds,  will  continue,  however 
much  revenue  is  obtained.    Ko  two  or  ten  banks  alone  can  change  it. 

What  a  spectacle  do  we  make  of  ourselves  in  these  wasteful  bond 
sales!  What  a  commentary  on  the  financial  wisdom  of  a  Government 
to  maintain  a  financial  system  that  compels  it  to  struggle  to  keep 

FOUB  KINDS  OF  SO-OALLED  PBIHABT  MONEY 

at  a  parity,  by  refusing  to  accept  three  kinds  of  it  in  a  loan  made  to 
preserve  the  parity  itself  and  thus  surely  destroying  that  parity  in  the 
act  of  maintaining  it.  What  a  farcical,  were  it  not  a  melancholy  exhi- 
bition, of  financial  strabismus  or  imbecility  is  the  chasing  people  around 
by  agents  of  the  Treasury  and  trying  to  prevent  them  from  getting  the 
gold  it  is  their  legal  and  moral  right  to  have,  as  has  been  done  in  New 
York!  What  contempt  is  thrown  on  a  system  that  can  only  be  main- 
tained by  such  empirical  practices !  Such  a  spectacle  was  never  before 
seen  in  a  nation  claiming  that  all  of  its  money  was  at  a  parity  It  can 
not  be  that  Congressmen,  under  the  solemnity  of  their  oaths,  patriotic 
manufacturers,  merchants,  and  bankers  will  stand  idly  by  and  see  this 
disastrous  work  go  on ! 

The  Walker  bill,  as  before  said,  will  also  wholly  relieve  tha  anxiety 
of  all  business  men  and  bankers  and  of  the  whole  country,  because  of 
sudden  changes  in 

THE  POLICY  OF  THE  GOVEBNMENT 

in  changing  the  Secretary  of  the  Treasury  or  Comptroller  of  the  Cur- 
rency. Whether  there  is  a  surplus  in  the  revenues  of  the  Government 
or  a  deficiency,  as  compared  with  expenditures,  will  be  of  itself  a  mat- 
ter of  entire  indifference  to  the  business  and  banking  community.  Of 
course  the  fiscal  policy  of  the  country,  aside  from  the  monetary  situa- 
tion, will  be  of  the  same  import  as  now,  as  regards  promoting  or  injur- 
ing business,  and  the  i)romoting  or  injury  of  business  will  react  on  the 
bankSj  but  such  influence  will  not  affect  the  banks  directly  or  the  busi- 
ness situation  directly,  disarranging  the  finances  as  now.  No  purely 
currency  disturbances  can  then  exist,  or  any  threat  of  a  gold  premium. 
The  banks  will  then  easily  and  without  cost  to  them  maintain  gold  and 
silver  and  paper  at  a  parity,  precisely  as  the  New  England  and  Ix>uisiana 
banks  did  before  18G0,  and  as  the  Bank  of  France  and  the  Bank  of  Ger- 
many and  other  European  nations  that  have  both  gold  and  silver  as 
primary  money  now  maintain  the  parity  between  each  and  all  kinds  of 
money.  There  was  only  13,500,000  of  specie  in  the  country  in  1800, 
In  1869  it  was  •14,600;000.    The  banks  did  not  buy  it    It  came  to 
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them  in  the  way  of  their  regular  business.  On  October  4, 1879,  nine 
months  after  the  resumption  of  specie  payments,  the  Kew  York  banks 
had  only  $  1 9,000,000.  Twelve  months  later  they  had  $63,000,000.  How 
gold  came  out  of  its  hiding  as  confidence  was  restored  I  There  need  be 
no  anxiety  as  to  there  not  being 

STJPPIOIBNT  GOLD  IN  THE  OOUNTET, 

for  there  is  to  day,  by  reports  of  the  Mint  and  Treasury  and  Oomp- 
troller's  departments,  $315,000,000  of  yisiblo  gold,  while  the  visible  gold 
in  England,  which  has  two  or  three  times  the  foreign  commerce  we  have, 
is  only  $145,000,000,  and  its  normal  visible  gold  is  less  than  $130,000,000. 
In  normal  financial  conditions  no  one  desires  gold  but  banks.  Gold 
earns  banks  ftiU  interest  in  currency  issued  by  the  bank.  It  earns 
nothing  to  anyone  else. 

Under  the  workings  of  the  bill  only  $246,000,000  of  greenbacks  will 
have  to  be  assumed  by  the  banks  in  order  to  wholly  relieve  the  United 
States  Treasury  from  any  further  responsibility  for  the  current  redemp- 
tion of  any  form  of  paper  money  in  gold.  The  bill  will  receive  favor- 
able consideration  from  the  advocates  of  the  use  of  silver  in  our  coin 
money,  for  it 

HELPS  SILVER  IN  THE  ONLY  PBAOTIOAL  WAY 

it  can  be  helped,  namely,  by  increasing  the  actual  use  of  silver  dollars 
among  tbe  people  to  the  extent  of  nearly  $300,000,000. 

The  permission  in  the  banking  bill,  for  banks  to  <<keep  their  coin  or 
bonds  at  any  place,  approved  of  by  tne  Comptroller  of  the  Currency,'' 
is  designed  to  permit  the  massing  of  the  mf^or  part  of  the  visible  gold 
in  the  country  in  New  York  and  San  Francisco,  as  wa»  contemplated 
in  the  law  passed  under  which  the  greenback  was  issued  as  a  ^'legal- 
tender  note."  They  are  only  redeemable  in  coin  in  New  York  and  San 
Francisco.  Of  course,  the  banks  will  redeem  over  their  own  counters, 
as  they  now  do,  in  the  legal-tender  notes  of  banks  other  than  the  bank 
upon  which  the  demand  is  made,  or  in  silver,  and  if  anyone  desires 
gold  it  will  be  secured  from  banks  by  their  regnlar  customers  or  from 
the  national  clearing  house  in  New  York  or  San  Francisco,  precisely  as 
is  the  law  to-day  for  the  legal-tender  notes  at  the  United  States  sub- 
treasury,  (See  page  18.)  The  clearing  house  provision, 

TJNDEB  THE  OONTBOL  OF  THE  SEVEN  EXPEBT  ADVISEES 

to  the  Comptroller  of  the  Currency,  will  permit  the  massing  of  the  gold 
and  its  nse,  precisely  as  it  is  massed  and  used  in  England,  Germany,  or 
France.  In  no  other  way  can  a  parity  of  several  kinds  of  money  be 
maintained.    No  single  bank,  alone  and  unaided,  can  do  it. 

The  provisions  technically  apply  to  single  banks,  because,  unlike  a 
law  organizing  a  national  bank  with  branches,  the  Walker  bill,  like 
our  institutions,  builds  up  a  banking  system  from  the  bottom.  In 
practice  all  banks  will  obey  the^e  provisions  through  the  agency  of  the 
national  clearing  house. 

Again,  bankers  are  anxious  to  know  about  the  amount  and  kind  of 
coin  money  they  would  be  required  to  carry  in  their  reserve  under  the 
Walker  bill.  There  need  be  no  fear  on  this  question,  and  especially 
on  the  gold  question.    There  is  now 

ENOUGH  VISIBLE  OOLD  IN  THIS  COUNTRY 

to  considerably  more  than  double  the  amount  the  banks  would  be 
required  to  carry  under  the  bill — ^in  fiaet,  they  now  have  enough  in  their 
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own  vaults — and  immediately  upon  the  adoption  of  the  bill  there  would 
be  no  possible  inducement  for  individuals  to  longer  hoard  gold.  It 
would — as  it  always  has  done  under  such  circumstances— come  out 
from  its  hiding  place  and  be  again  deposited  in  banks. 

Hon.  George  E.  Leighton,  of  the  Boatman's  Bank  of  St.  Louis,  tells 
me  that  of  the  taxes  in  that  city  payable  before  December  1, 1895, 
$48,000  in  gold  coin,  in  sams  of  less  than  $40,  was  paid  in  over  the  coun- 
ters of  the  city  treasury  by  small  taxpayers,  showing  that  the  news- 
paper discussion  of  the  danger  to  our  currency  has  already  very  largely 
induced  the  habit  of  hoarding,  and  if  the  present  condition  of  things 
continues  for  three  or  four  years  the  habit  will  be  thoroughly  fixed  and 
hundreds  and  hnndreds  of  thousands  of  commercial  gold — ^that  is  to  say, 
visible  gold — will 

FIND  ITS  WAY  INTO  SMALL  H0ABD8, 

never  to  be  brought  from  the  hoard  until  a  generation  succeeds  the 
present  one. 

The  amount  and  kind  of  money  the  banks  would  have  to  carry  in  their 
reserve  is  as  follows: 

In  1892  the  CAsh  reserve  required  was •••••••••••••••••••  $252,000,000 

The  banks  held,  in  addition,  cash  amoanting  to 75, 000, 000 

Total 327,000,000 

The  5  per  cent  gold  redemption  ftind  which  the  QoTemment  wonld 
hold  free  of  cost  to  banks  to  redeem  their  currency  notes  woald  be.      40, 000, 000 

Gold  required  in  all  the  national  banks  under  the  bill  would  be. ••••••  126, 000, 000 

A  total  of  $166,000,000  Government  and  bank  gold. 

Silver  miffht  boused  to  the  amount  of • •••  126,000,000 

Greenbacks  of  other  banks  (excess  of  sum  required  by  law).  ..••••  ••••  75, 000, 000 

Total  cash  reserve  held 827, 000, 000 

Balances  held  with  reserve  agents ••• •••••••••••••••••••••    244,000,000 

Total  of  all  reserves  held  September  SO,  1892 571, 000, 000 

This  when  the  country  was  in  a  normal  condition,  on  September  30, 
1892. 

There  is  not  the  slightest  authority  conferred  by  the  bill  on  one  bank 
to  control,  interfere  with,  or  in  any  way  to  influence  another  bank  or  on 
any  clearing  house  to  do  so,  any  further  than  under  existing  law  and 
conditions.  It  confers  no  control  or  authority  upon  any  clearing  house 
over  any  other  clearing  house  or  bank.  Each  clearing  house  will  be 
under  the  control  and  management  of  the  banks  that  form  it.  The 
national  clearing  house  will  be  under  the  control  and  management  oi 
the  clearing  houses  that  form  it.  There  is  no  centralization  of  monetary 
power  in  the  bill  any  more  than  there  is  centralization  in  the  action  of 
any  town  or  county  in  the  election  of  their  officers  by  the  people,  the 
officers  executing  the  will  of  the  people  as  determined  by  the  people  in 
such  town  or  county. 

I  again  repeat  the  statement  that  the  bill  makes  a  solid  national 
system  without  making  a  national  bank.  It  puts  the  whole  practical 
management  of  the  banking  system  of  the  country  first  in  the  hands  of 
the  people,  through  the  President,  the  Secretary  of  the  Treasury,  and  the 
Oomptroller  of  the  Currency,  but  its  actual  management  in  the  hands 
of  the  banks  themselves,  through  the  seven  expert  advisers,  to  the 
great  interest  and  safety  of  banks  and  with  great  safety  and  economy 
of  the  people  in  lowering  the  rates  on  loans  and  discounts,  while 
increasing  tlie  dividends  on  bank  stock. 
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fhns  It  gives  the  people  of  the  TTnited  States  a  well-knit  together 
banking  system,  strong  and  elastic,  as  free  from  every  inflnenoe  liable 
to  cause  anything  approaching  a  condition  of  panic  as  England,  France, 
Germany,  or  any  other  nation  has,  without  a  single  feature  objected  to 
in  one  central  national  bank,  with  branches. 

ThefjAot  ispatentto  all  thatthe  ^^depletion  of  the  gold  reserve  occurred 
before  the  revenue  became  deficient.  Whatever  additional  difficulty 
the  deficiency  of  the  revenue  may  have  caused  the  Treasury,  the  deple- 
tion of  the  gold  reserve  can  not  be  attributed  to  something  that  occurred 
after  the  depletion  had  been  going  on  for  three  years,  and  this  is  empha- 
sized by  the  feu^t  that  a  dozen  years  ago  there  was  a  depletion  of  the 
reserve  with  large  surplus  revenue." 

Never  did  a  bill  come  before  Congress  with  a  more  complete  justifi- 
cation from  a  person  who  is  an  expert,  whose  authority  is  beyond  ques- 
tion, than  the  Walker  bill  finds  in  the  words  of  Mr.  W.  Dodsworth, 
editor  of  the  New  York  Journal  of  Commerce  and  Commercial  Bulletin, 
of  New  Tork,  in  Appendix  U,  page  75.  Such  relations  as  he  describes 
as  existing  between  the  United  States  Treasury  and  the  New  York 
Clearing  House  are  inexcusable  in  a  banking  system,  and  yet  they  are 
absolutely  necessary  to  the  maintenance  of  the  current  redemption  of 
the  legal-tender  notes  of  the  Government.  The  people  rise  in  arms 
against  any  such  needless  guaranteeing  of  the  soundness  of  4,000 
banks  with  the  money  collected  in  taxation  from  them.  This  system 
compels  the  United  States  to  keep  nearly  $300,000,000  constantly  on 
hand,  in  order  to  maintain  the  confidence  of  the  financiers  of  the  coun- 
try in  the  currency  of  the  country.  From  1880  to  1890,  this  sum  was 
equivalent  to  more  than  one-half  of  the  banking  capital  during  that 
period.  This  shows  a  lack  of  statesmanship  or  financial  knowledge 
thoroughly  discreditable  to  every  branch  of  the  American  Government- 
from  the  Executive  down. 

The  present  system  makes  unavoidably  a  waste  of  the  people's  money 
collected  from  them  in  taxation,  as  is  proved  by  the  Treasury  figures  and 
statements  in  this  paper,  of  a  sum  very  nearly  if  not  quite  $50,000,000 
a  year,  certainly  a  direct  tax  for  interest  in  the  sum  of  $12,000,000  a 
year.    (See  Appendixes  A  and  B,  p.  37.) 

BEOAPITULATION, 

Under  the  Walker  bill  there  will  be  a  saving  to  the  country  in  the 
manajgement  of  the  national  finances  and  in  lower  rates  of  interest  to 
the  people  by  banks,  of  over  $50,000,000  a  year. 

1.  The  Wsilker  bill  makes  not  the  slightest  change  in  the  existing 
conditions  as  to  gold  coinage  or  silver  coinage  or  the  use  of  gold  or  sUyer, 
legal-tender  notes,  Treasury  notes,  or  any  other  form  of  paper  money, 
any  further  than  is  necessary  to  relieve  the  Treasury  of  the  United 
State-s  from  being  in  any  way  responsible  for  the  current  redemption  of 
any  form  of  paper  money.  It  provides  a  surer  and  safer  method  for 
the  current  redemption  'and  also  the  final  redemption  of  such  notes 
than  under  existing  laws. 

2.  It  makes  no  change  in  the  existing  banking  system  other  than  to 
enlarge  and  perfect  it  in  accordance  with  its  original  purpose. 

3.  While  dispensing  with  the  formal  bonds  for  taking  out  currency, 
it  supplies  their  place  with  a  currency  that  is  the  equivalent  of  small 
non-interest-beariug  bonds  instantly  payable  upon  presentation. 

4.  It  makes  sure  to  banks  the  legitimate  profit  on  the  currency  they 
take  out  in  10  per  cent  localities  and  in  4  per  cent  localities,  and  in  all 
other  localities  proportionately  profitable  to  the  banks  in  each  locality. 
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6.  Under  the  present  law  there  is  no  conceivable  way  of  preventing 
any  individual,  Hebrew  or  Christian,  from  taking  oat  of  the  Treasury, 
without  the  sliglitest  hindrance,  just  as  much  of  gold  as  he  can  secure 
of  greenbacks,  to  hoard  or  ship  out  of  the  country,  and  in  disobedience 
of  economic  law. 

Under  the  proposed  bill  there  is  no  conceivable  way  gold  can  be 
shipped  out  of  the  country  in  disobedience  of  economic  law. 

6.  Under  the  present  law  the  cost  of  currency  to  banks,  and  conse- 
quent rates  of  interest  to  the  people,  is  leas  and  less  in  proportion  as 
interest  is  low  and  growing  lower. 

Under  the  proposed  bill  the  profit  on  currency  is  more  and  more  as 
interest  rates  increase,  and  the  profits  grow  less  to  banks  on  the  cur- 
rency as  interest  decreases.    This  tends  to  depreciate  interest  rates. 

7.  Under  the  present  law  profits  on  currency  vary  every  day  in  the 
year  at  the  same  rates  on  loans  and  discounts. 

Under  the  proposed  bill  the  profits  on  currency  are  the  same  every 
day  in  the  year. 

8.  Under  the  present  law  practically  every  dollar  of  the  $1,000,000,000 
of  our  currency  notes  is  redeemable  in  gold  at  the  United  States 
Treasury. 

Under  the  proposed  bill  not  a  dollar  of  currency  notes  of  any  kind 
will  be  redeemable  at  the  United  States  Treasury.  It  will  give,  practi- 
cally, final  gold  redemption  at  the  national  clearinghouse  in  New  York, 
and  redemption  in  legal-tender  notes  and  silver  at  country  banks. 

I).  Under  the  present  law  the  money  of  the  people  is  made  safe  by 
banks  being  obliged  to  deliver  to  the  Treasurer  of  the  United  States  an 
amount  of  capital  equal  to  the  amount  of  their  currency  notes  when 
they  commence  business. 

Under  the  proposed  bill  they  will  deliver  the  same  amount  of  capital 
when  they  close  business.  Under  both  systems  the  Government  guar- 
antees every  dollar  of  the  paper  money  in  circulation  and  at  no  cost 
to  the  Government.  (See  p.  603,  Report  of  Comptroller  of  Currency, 
1895;  also  see  Appendix  L,  p.  56,) 

10.  Under  the  present  law  the  Comptroller  of  the  Currency  does  not 
know  the  exact  condition  of  banks  except  by  occasional  reports  and 
occasional  examinations  by  official  bank  examiners. 

Under  the  proposed  bill  the  Government  will  know  of  each  day's  con- 
dition of  the  banks,  and  also  by  the  same  examinations  as  under  present 
law. 

11.  The  present  law  takes  out  of  the  currency  the  banks  are  allowed 
the  5  per  cent  redemption  fund  the  bank  is  required  to  keep. 

The  Walker  bill  provides  that  the  Government  shall  furnish  it  by 
setting  aside  10  per  cent  of  the  money  the  banks  pay  for  the  half  of  the 
currency  they  buy,  in  the  form  of  United  States  legal-tender  notes. 

12.  The  present  law  forbids,  under  severe  penalties,  the  banks  under 
any  circumstances  to  use  their  reserves  for  the  very  purpose  for  which 
the  banks  are  required  to  keep  such  reserves.' 

The  Walker  bill  allows  the  banks  to  use  their  reserves  in  any  legiti- 
mate way  for  the  puri^oses  for  which  they  are  required  to  keep  a  reserve. 

13.  Un  der  the  present  law  every  operation  of  the  Treasury  expands  or 
contracts  the  currency  to  tbe  serious  injury  of  the  business  of  the  coun- 
try. Witness  the  outcry  all  over  the  country  that  the  Treasury  is  con- 
tracting the  currency  and  iiyuring  business  in  collecting  the  pay  for  the 
bonds  recently  sold. 

Under  the  Walker  bill  whatever  sum  the  Treasury  had  or  failed  to 
have  available,  would  not  affect  the  volume  of  the  currency  of  the  conn- 
try  by  the  smallest  fraction. 
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14.  Underthepresentlaw,  practically  every  dollar  of  the  $1,000,000,000 
currency  in  circulation  is  carried  by  the  banks  at  not  a  cent  profit  to 
them  or  anybody  else,  but,  on  the  other  hand,  a  great  loss  to  them. 

Under  the  Walker  bill  they  would  be  relieved  of  $400,000,000  of  this 
burden,  and  competition  would  soon  reduce  interest  on  their  loans  and 
discounts  to  the  people  by  the  legitimate  profit  they  would  get  upon 
their  currency. 

15.  Under  the  present  law  national-bank  currency  notes,  which  are 
the  people's  money,  are 

A  FBEAK  MONBY. 

They  are  forced  out  of  circulation  when  the  credit  of  the  Government 
is  best,  business  most  active,  and  the  people  need  the  most  money; 
they  are  forced  into  circulation  by  the  banks  when  the  people  do  not 
need  them  and  can  not  use  them. 

Under  the  proposed  bill  it  would  be  for  the  interest  of  the  banks  to 
issue  most  money  when  the  people  needed  it,  and  to  just  as  large  an 
amount  as  the  people  can  use.  The  competition  between  banks  in 
forcing  it  out  will  make  it  just  as  cheap  as  money  can  possibly  be  issued 
under  any  system,  and  kept  "  good''  and  honestly  used  by  the  people, 
and  wheu  they  most  need  it.  That  part  and  only  that  part  of  the  cur- 
rency win  be  forced  back  to  the  banks  that  the  people  can  not  profitably 
use.    (See  Appendix  H,  p.  43.^ 

10.  tinder  the  present  law  the  United  States  has  the  most  expensive 
currency  system  of  any  first-class  nation. 

Under  the  proposed  law  the  currency  will  cost  them  as  little  as  it  can 
possibly  be  issued  for  and  maintain  the  circulation  of  the  legal  tender 
notes,  etc. 

17.  Under  the  present  law  there  is  no  way  for  the  Secretary  of  the 
Treasury  to  avadl  himself  of  the  expert  assistance  that  is  absolutely  nec- 
essary to  him  to  properly  discharge  his  duties,  and  that  every  banker  in 
the  country  has  in  ]iis  clearing-house  committee  and  banking  associates, 
etc.  To-day,  if  the  Secretary  seeks  any  advice  he  thereby  inaugurates 
a  panic — the  very  panic  he  may  be  seeking  to  avert. 

Under  the  proposed  bill  the  reverse  is  true.  It  is  made  to  the  inter- 
est of  the  banks  to  furnish  to  the  Secretary  of  the  Treasury,  as  advisers, 
seven  of  the  most  experienced,  public  spirited,  and  patriotic  bankers 
in  the  country. 

18.  Under  the  present  law  the  enormous  expense  of  our  financial  and 
banking  methods  of  itself  alone,  if  there  was  no  other  disadvantage, 
puts  us  out  of  competition  for  the  world's  commerce.  They  are  so 
expensive,  as  compared  with  the  currency  of  Great  Britain,  that  were 
we  on  precisely  the  same  economic  plane  of  Great  Britain  as  to  wages, 
machinery,  skill,  enterprise,  ability,  steamships,  railroads,  navy,  diplo- 
matic and  consular  agents,  and  established  business  at  every  point, 
duplicating  that  of  Great  Britain,  the  difference  between  the  cost  of 
money  in  tiiis  country  as  compared  with  that  of  Great  Britain,  France, 
or  Germany  would  enable  Great  Britain  to  beat  out  and  destroy  our 
foreign  trade  in  favor  of  her  own,  and  wholly  on  account  of  our  banking 
and  treasury  redemption  system. 

During  the  whole  period  from  1879  to  1891  the  United  States  Treasury 
took  all  the  risk  and  was  at  all  the  expense  of  the  clearing-house  sys- 
tem of  its  current  gold  redemption  of  legal-tender  and  Treasury  notes. 
Then,  and  it  will  be  the  same  again,  confidence  could  not  be  maintained 
in  such  empirical  practices  without  a  surplus  in  the  Treasury  as  large 
as  was  then  held,  or  very  nearly  $300,000,000,  about  half  of  it  in  gold, 
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equal  to  half  the  national  banking  capital  in  the  country.  Every 
advantage  accrued  to  the  banks  and  every  disadvantage,  expense,  risk, 
and  loss  to  the  people  through  the  United  States  Treasury. 

Under  the  Walker  bill  the  United  States  Treasury  would  only  touch 
the  national  clearing  house  as  a  fiscal  agent  and  depository  of  public 
moneys,  having  as  a  guaranty  of  the  safety  of  such  deposits  the  whole 
$1,000,000,000  of  banking  capital  of  the  country  as  a  guaranty  fund  for 
its  deposit  in  the  national  clearing  house.  The  Treasury  could  in  no 
event  incur  any  loss  or  be  put  to  any  expense,  as  it  would  be  the  only 
depositor  of  money  in  that  association.  Except  in  the  Walker  bill,  or 
its  equivalent,  there  is  no  possible  way  of  avoiding  the  continuance 
of  this  enormous  loss  to  the  people.  There  is  no  conceivable  way  of 
resuming  a  safe  Treasury  coin  redemption  of  paper  money  but  in  return- 
ing to  the  practice  described  by  Mr.  W.  Dodsworth  (see  page  76)  or 
en<icting  into  law  the  Walker  bill  or  its  equivalent. 

It  provides  a  more  effective  and  far  safer  connection  of  the  Treas^ 
ury  of  the  United  States  with  the  principal  banking  clearing  house  in 
the  country,  and  relieves  the  United  States  Treasury  from  taking  all 
the  risks  and  of  being  subject  to  all  the  losses  that  are  involved  in  the 
cleariug-liouse  business  of  the  country,  which  risk  it  carried  from  the 
resumption  of  specie  payments  in  1879  to  about  the  middle  of  1891,  at 
an  expense  to  the  people,  supplied  by  taxation,  of  over  $12,000,000  a 
year. 

20.  The  New  Y  ork  clearing-house  certificates  are  sure  to  prove  at  some 
time  a  most  dangerous  and  unsatisfactory  emergency  currency,  as  com- 
pared with  legal-tender  currency,  to  all  excepting  the  banks  which 
compose  it.  Banks  in  other  parts  of  the  country  have  already  been 
brought  into  very  great  peril  by  their  use,  as  is  shown  by  the  letter  of 
,  Appendix  S,  page  68. 

Under  the  Walker  bill  the  emergency  currency  would  all  be  legal- 
tender  currency,  the  advantages  of  which  in  safe^  are  incalculable. 


FinaUy, 

aOLD  REDEMPTION  OF   THE  LEGAL-TENDBB  NOTES 

of  this  country  never  has  been  maintained  by  the  United  States  Treas* 
ury  for  a  single  day  since  it  began  in  1879J  It  has  been  done  by  the 
patriotic  bankers  of  the  country  in  furnishing  all  the  gold  for  export 
and  to  importers  the  gold  to  pj^y  duties.  Thus  they  protected  and 
supplied  the  gold  in  the  United  States  Treasury,  but  at  an  enormous 
cost  to  the  people  that  the  bankers  were  powerless  to  save.  Appendix 
B,  page  37;  also  U,  page  75.  I  doubt  if  there  ha«  been  an  instance  in 
the  whole  history  of  the  world  of  the  bankers  of  any  country  perform- 
ing so  patriotic  a  service,  covering  so  long  a  period  and  up  to  1893,  until 
the  system  was  broken  down  in  spite  of  the  efforts  of  American  bankers. 
They  are  deserving  of  all  praise  for  their  wisdom  and  patriotism. 

But  being  broken  down  and  destroyed,  it  can  not  be  restored  by  the 
agreement  and  efforts  of  any  less  than  the  whole  number  of  bankers  in 
the  country,  which  it  is  impossible  to  have.  Maintaining  the  parity  of 
gold  and  silver,  legal-tender  notes.  Treasury  notes,  and  national-bank 
notes  has  gone,  never  to  return  except  by  the  passage  of  some  bill 
drawn  on  the  lines  of  the  Walker  banking  bill. 

The  demand  of  the  business  of  the  nation  is  for  a  currency  equitable 
and  stable,  free  from  oscillations  so  dangerous  to  business  interests  and 
80.  unjust  to  the  farmers  and  wage  workers  of  the  nation,  the  opposite 
of  that  we  now  havei  and  such  as  is  provided  in  the  bill  I  commend. 


Appendix  Gold. 

A  discnsmon  of  the  gold  problem  is  not  necessarily  a  part  of  this 
question,  but  as  persons  insist  upon  bringing  it  into  view  I  can  not 
omit  it. 

A  misapprehension  as  to  the  use  made  of  gold  arises  from  the  fact  that 
the  movement  of  gold  is  not  studied  upon  the  facts  of  its  actual  nse 
and  the  ascertained  facts  brought  to  the  test  of  inductive  reasoning; 
but  rather  upon  the  assumption  of  error  to  be  fact,  and  then  deducing 
certain  alleged  facts  from  the  errors  and  proclaiming  them  for  truth. 

There  are  two  realms  of  wealth,  the  borders  of  which  are  constantly 
changing  and  apparently  intermiugling,  viz :  Productive  wealth,  mostly 
resil  estate  and  its  developments,  and  consumable  wealth,  mostly  pro- 
ducts and  their  making  and  handling. 

Gold  coin  (as  coin)  can  not  be  consumed  and  can  earn  no  income.  It 
is  neither  productive  wealth  nor  consumable  wealth.  It  simply  meas- 
ures the  value  expressp^d  in  all  paper  obligations. 

Banks  of  discount,  currency  and  coin,  about  $4,000,000,000,  are  inex- 
tricably mixed  together,  each  being  a  part  of  the  other.  They  handle 
only  consumable  wealth,  valued  at  $25,000,000,000.  They  are  very 
slightly  affected  by  the  handling  of  or  the  movement  of  productive 
wealth. 

Savings  banks,  loan  and  trust  companies,  investment  companies, 
building  and  loan  companies,  insurance  companies,  cooperate  banks, 
benefit  associations,  etc.,  as  well  as  individuals,  unlike  banks  of  discount 
and  deposit,  handle  productive  wealth,  exclusively  valued  at  $40,000,- 
000,000.  Each  class  of  moneyed  institutions  fails  in  the  sphere  of  the 
other.  While  wealth  is  always  in  process  of  being  transferred  from  one 
realm  to  the  other,  the  percentage  of  transfers  as  compared  with  the 
whole  volume,  in  normal  conditions,  is  infinitesimal  and  of  no  appreci- 
able influence.  The  balance  in  such  movements  only  shows  that  the 
accumulations  in  one  realm  can  be  more  profitably  employed  in  the  other. 
Monetary  crises  or  panics  always  begin  in  the  realm  of  consumable 
wealth.  Demands  are  then  immediately  made  on  the  productive  realm 
to  supply  any  vacuum  made  by  a  panic  in  the  consumable  realm  for 
stocks,  bonds,  etc.,  for  export,  that  otherwise  would  have  to  be  answered 
by  gold.  Of  course  it  is  individuals  embarrassed  by  the  panic  that  have 
to  furnish  these  so-called  solid  securities.  The  popular  forms  of  expres- 
sion are,  as  to  particular  persons,  ^^  He's  gone  too  deeply  into  real  estate 
or  railroading''  and  ^'  He  tried  to  own  his  plant  when  he  ought  to  have 
hired  it,"  etc. 

For  the  reason  given,  gold  never  actually  "  moves  "  in  large  volumes. 
It  is  inevitable  that  millions  of  bonds  and  stocks  take  the  place  of  gold, 
as  all  experience  proves  they  do.  The  tables  of  "  Appendix  Gold " 
establish  and  enforce  these  facts,  as  they  show  gold  scarcely  ever  moves 
to  any  great  amount 

When  currency  and  coinage  laws  leave  gold  free  to  move  in  com- 
pliance" with  the  laws  of  trade  it  is  in  accordance  with  all  business 
experience  that  gold  never  moves  from  or  into  any  country  to  any 
amount  greater  or  smaller  than  is  necessary  to  restrain  or  induce  to 
normal  conditions  the  business  activity  of  the  country,  any  more  than 
the  balls  of  the  regulator  of  the  engine  describe  a  circle  of  more  or  less 
diameter  than  is  necessary  to  keep  the  engine  at  ito  ponoal  speed* 
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The  importing  or  exporting  of  gold  is  regulated  by  the  imperative 
demands  of  the  foreign  trade  of  a  coantry,  and  is  not  actual  to  an  v  extent, 
bat  potential.  The  things  really  imported  or  exported  for  gold,  their 
price  being  forced  up  or  down  to  cause  the  doing  of  it,  are  stocks  and 
bonds,  titles  to  productive  wealth  brought  out  of  the  realm  of  produc- 
tive wealth  into  the  realm  of  consumable  wealth  to  be  imported  or 
exported,  as  the  case  may  be,  in  place  of  gold. 

Of  course,  every  money  obligation  known  to  finance  in  banking,  as 
paper  money,  note,  or  draft,  is  a  title  to  the  whole  or  some  part  of 
consumable  wealth.  Whether  it  be  near  or  at  the  antipodes,  is  wholly 
immaterial  to  the  bank.  The  financier  or  banker  takes  no  cognizance 
of  the  location  or  movement  of  products  to  which  he  has  a  title.  He 
cares  only  for  their  value  and  safety.  Therefore,  whether  the  merchant 
in  Chicago  or  Cincinnati  buys  products  in  San  Francisco,  Kew  York, 
Liverpool,  Paris,  China,  Japan,  or  Mexico,  obligations  of  ownership  of 
which  come  into  possession  of  a  banker,  their  payment  hafi  no  influence 
on  the  movement  of  the  world's  measure  of  value  metal  between  coun- 
tries, whether  it  be  silver  or  gold,  as  payment  is  not  made  in  gold  but 
in  titles  to  products.  There  is  no  trade  between  countries.  The  ocean 
or  national  boundaries  are  not  known  to  trade.  All  trade  is  between 
individuals.  The  movement  of  gold  across  the  ocean  has  no  more  sig- 
nificance than  its  movement  across  any  parallel  of  latitude  or  longitude. 
As  the  world's  measure  is  now  a  grain  of  gold,  I  use  the  word  gold  for 
brevity.  The  ownership  of  products  being  in  any  country,  or  the  move- 
ment of  products  themselves  from  one  country  to  another  gives  no  hint 
of  what  the  movement  of  gold  will  b^. 

The  law  of  the  movement  of  gold  is  as  inexorable  but  different  from 
the  law  governing  the  movement  of  other  products.  That  the  popular 
opinion  as  to  how  and  why  gold  is  required  for  shipment  from  one  city 
to  another,  or  from  one  country  to  another,  has  no  foundation  in  fact  is 
abundantly  proven  by  Appendix  Gold,  page  36.  When,  why,  or  how 
economic  law,  left  free  to  act,  as  it  is  not  in  this  country,  will  compel  the 
actual  shipment  of  gold  is  not  easy  of  statement  in  a  paper  like  this. 
A  struggle  for  gold  between  individuals  or  nations  is  apparent  rather 
than  real.  It  is  really  the  struggle  of  men  for  products  and  of  titles 
to  products  to  adjust  the  balances  in  exchange  of  themselves,  that  is 
seen.  When  the  point  is  reached  for  gold  shipments  increased  interest 
rates  for  business  paper  always  depreciate  stocks  and  bonds,  and  these 
titles  to  fixed  property  are  shipped  instead  of  gold.  It  is  the  same  as 
the  repression  of  and  the  struggle  of  steam  for  release  from  confine- 
ment that  gives  power  to  the  engine — gold  acting  in  the  movement  of 
products  as  the  regulator  does  to  the  engine.  It  is  as  objectionable, 
and  no  more  so,  than  is  the  struggle  of  water  to  find  its  level,  that 
causes  it  to  turn  the  water  wheel  that  moves  thousands  of  spindles. 
It  is  the  duplicate  in  ethics  of  the  stru|»:gle  of  con  flicting  truths  to  adjust 
themselves  in  practical  and  beneficent  results  in  advancing  civilization. 
Commercial  gold  is  the  '*  regulator"  to  commerce  as  surely  as  the  engine 
regulator  is  to  the  engine. 

These  tables  show  that  an  actual  shipment  or  movement  of  gold  does 
not  depend  upon  and  is  not  influenced  by  the  fact  that  the  balance  of 
trade  is  for  or  against  a  city  or  country,  or  whether  a  city  or  country  is 
a  debtor  or  creditor  city  or  country,  but  wholly  upon  the  condition  of 
the  credit  of  the  holder  of  gold,  whether  it  is  good  or  bad,  and  whether 
his  credit  is  becoming  better  or  getting  worse.  They  also  show  that 
individuals  and  nations  use  less  and  less  gold  as  they  advance  in  intelli- 
gence^ are  more  peaceful,  and  are  richer. 
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We  now  use  only  $6,000,000  or  $8,000,000  of  coin  a  day  for  domestic 
trade  and  to  export.  Let  my  bill  become  a  law,  with  its  clearing-house 
system,  and  not  $2,000,000  a  day  would  be  used  when  all  banks  in  the 
country  are  ox>eratiug  under  it.  With  the  establishment  of  an  inter- 
national clearing  house,  which  is  soon  to  come,  scarcely  more  than  that 
sum  would  be  used  each  day  in  the  whole  world.  In  fact,  as  extremes 
always  meet,  and  as  there  is  nothing  new  under  the  sun,  and  all  things 
come  again,  the  time  is  soon  coming  when  all  the  clearings  of  the 
world's  commerce  will  be  made  each  day,  by  telephone  and  telegraph, 
at  a  single  iK)int.  It  will  be  simply  the  changing  of  gold  at  a  central 
point,  from  one  account  to  another  in  a  clearing  house,  as  in  the  days 
when  the  balances  of  the  commerce  of  the  world  were  settled  in  the 
Bank  of  Yenice,  but  little  gold  going  in  or  coming  out  of  that  bank, 
and  by  the  simple  transfer  from  one  account  to  another  of  the  final 
balance  of  each  merchant  in  all  countries  in  the  world's  commerce. 

The  difficulty  economists  and  financiers  now  find  in  the  use  of  silver 
is  as  sure  to  confront  us  as  to  gold,  only  with  tenfold  more  difficulty, 
before  fifty  years  are  passed,  as  anything  not  yet  proved  by  actual  occur- 
rence. Inventions  and  new  methods  are  fa«t  relegating  nearly  all  the 
coin  currency  of  commerce  to  innocuous  desuetude. 

It  is  foreign  commerce  only  that  tests  the  <^  measure  of  value  metal" 
as  to  quantity  in  any  financial  system,  according  to  the  theory  of  those 
who  fear  gold  depletion.  Experience  rightly  settles  all  economic  ques- 
tions. England  has  maintained  gold  payments  for  eighty  years  by 
having  from  4  to  5  per  cent  of  visible  gold  to  her  total  commerce.  (See 
Table  <<  Gk>ld,"  p.  35,  for  all  these  statements.) 

The  United  States  has  had  for  years  from  16  to  18  per  cent  of  visible 
gold  to  ber  foreign  commerce.  Again,  the  United  States  accumulated 
over  $300,000,000  of  gold  during  the  suspension  of  specie  payments; 
and  India  exports  and  imports  her  gold  freely  and  in  large  quantities, 
as  does  Mexico,  China,  Japan,  and  all  other  silver  countries — as  to  that 
matter  as  do  all  gold  measure  value  countries.  These  two  facts  alone 
confound  the  popular  theory  as  to  the  demands  for  and  movement  of 
gold. 

The  United  States,  again,  exports  from  23  to  60  per  cent  of  gold  to 
the  balance  in  her  favor  of  exports  over  imports  of  merchandise,  while 
England  does  exactly  the  contrary.  A  very  large  percentage  of  her 
export  gold  the  United  States  produces  from  her  mines,  all  but  7  per 
cent.    _ 

England,  contra  to  the  United  States,  imports  from  4  to  8  per  cent  of 
gold  to  the  excess  of  her  imports  over  her  exports.  Tin's  again  proves 
the  popular  theory  of  the  movement  of  gold  a  delusion. 

The  figures  of  production  and  accumulation  of  gold  are  exceedingly 
interestingy  and  confusing  as  well,  excepting  to  those  who  <<  know  it  all." 

The  world's  production  of  1891  to  1894,  incliuive,  was  $600,000,000. 

In  that  time  the  yisible  gold  in  England  increased $53,000, 000 

In  that  time  the  visible  gold  in  France  increased 141,000, 000 

Total 194,000,000 

Loss  of  risible  gold  by  the  United  States $25, 000, 000 

Loss  of  yisible  gold  by  Germany 24,000,000 

Loss  of  Yisible  gold  by  India 22,000,000 

71,000,000 

Inereasa  of  visible  gold  in  the  fiye  oonntries 123, 000, 000 

Where  the  other  $475,000,000  is,  is  known  only  to  the  wise  ones  who 
know  aJl  there  iB  to  know  about  the  movement  of  gold.    The  world's 
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prodnction  of  gold  is  increasing  with  very  great  rapidity,  going  from 
$131,000,000  in  1891  np  to  $200,000,000  in  1895.  Of  course  wo  have  no 
means  or  ascertaining  the  amount  of  commercial  gold  in  India,  or  any 
other  <^  silver  measure  of  value"  country;  but  IncUa  has  exported  more 
than  she  has  imported  from  the  years  1891  to  1894,  inclusive,  $22,000,000 
in  gold,  and  produces  none. 

With  a  balance  in  trade  in  favor  of  India  in  1891  of  $183,000,000,  she 
also  imported  $11,000,000  of  gold.  In  1892,  with  a  balance  of  trade  in 
her  flavor  of  $191,000,000,  she  exported  $13,000,000  of  gold.  In  1893. 
with  a  balance  of  trade  in  her  favor  of  $134,000,000,  she  importea 
$3,000,000.  With  exports  over  imports  of  merchandise  in  1894  of 
$168,000,000,  she  exported  $23,000,000  of  gold. 

The  United  States  in  tlie  same  time  has  exported  in  excess  of  her 
imports  of  gold  the  enormous  sum  of  $180,000,000,  but  she  has  only 
depleted  her  store  of  visible  gold  by  $38,000,000,  as  she  has  produced 
$142,000,000  in  gold. 

What,  then,  do  these  gold  tables  and  gold  figures  prove,  especially 
with  the  example  of  the  Bank  of  England  before  ust  Absolutely 
nothing,  excepting  that  the  statements  made  as  to  the  causes  of  the 
actual  movement  of  gold  bave  not  the  slightest  foundation  in  fact. 

Second.  That  just  so  far  as  the  credit  of  the  banks  is  above  the 
slightest  suspicion  and  interest  rates  rise  above  the  normal  level  will 
gold  flow  to  them,  and  that  just  so  far  as  there  is  a  doubt  on  the  future 
ability  or  inclination  of  bankers  to  pay  gold,  or  as  they  reduce  interest 
below  the  normal  level,  will  gold  flow  from  tnem. 

Third.  That  trade  is  in  no  wise  between  nations,  but  is  always  between 
individuals,  and  knows  no  national  boundaries,  tariffs  or  no  tariffs, 
excepting  as  tariffs  help  or  hinder  trade  between  individuals  in  one 
country  and  individuals  in  another  country;  that  it  is  arrant  nonsense 
to  talk  of  the  boundaries  of  a  country  having  any  more  relation  to  the 
movement  of  goid  than  do  tbe  lines  of  latitude  or  longitude. 

Space  will  not  allow  a  thorough  analysis  of  the  gold  tables.  Study- 
ing them,  any  candid  man  will  be  convinced  beyond  question  that 
they  dispute  every  popular  theory  concerning  gold  and  show  it  prac- 
cally  to  stand  still  in  every  country,  without  regard  to  trade  balances 
or  whether  the  countries  are  what  are  called  "debtor  countries ^^  or 
"creditor  countries,"  and  that  each  has  the  gold  necessary  to  each 
country  to  carry  on  the  foreign  commerce  of  the  country,  whether  silver 
or  gold  measure  of  value  countries. 

Gold  measures  value  in  exchanging  paper  obligations,  which  are 
potentially  products  themselves,  precisely  as  do  scales  and  measures  in 
the  warehouses  of  countries,  ana  tbis  regardless  of  whether  the  country 
is  a  gold  measure  of  value  country  or  silver  measure  of  value  country. 
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Appendix  Gold— Oontinued. 
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App£ia)ix  A. 


WASTB  OF  VNITKD  STATES  TRBABUBT. 


The  moneys  held  in  Treasnry,  in  excess  of  the  gold  and  silver  oertifl- 
cates,  in  the  ten  years  from  1881  to  1890,  averaged $288, 135, 914 

Great  Britain  in  tbe  same  time  only  held  exchequer  balances  in  the 
Bank  of  England  and  Ireland  of  between  $20,000,000  to  $30, 000, 000. 

It  cost  onr  peo])le  at  the  average  annual  interest  on  Government  bonds 
to  the  same  amount  for  that  period # .' 11,488,792 

The  cost  of  maintaining  independent  Treasury  was 750, 000 

Total  waste 12,238,792 

At  rates  of  interest  paid  on  Government  bonds  it  cost  the  Treasury, 
included  in  above  figures,  to  carry  the  gold  reserve  from  1879  to  1895, 

seventeen  years  (Appendix  P,  p.  53) 144,241,556 

Average  for  each  of  tne  seventeen  years 8,484,209 

Ket  cash  in  United  States  Tre€uury  far  ten  years. 


For  the  year  ondinp;  January  1~ 
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WASTE  IN  UNITED  STATES  OUBBENOY. 


Paper  money  kept  in  circulation  averages  to  be  worth  6  per  cent  to 
the  banks. 

Legal-tender  notes,  $246,681,016,  at  6  per  cent $20, 800, 861 

Treasury  notes,  $139,582,680,  at  6  per  cent 8,375,021 

SilTer  paper  certificates,  $344,327,504,  at  6  per  cent 20, 659, 650 

National-bank  notes,  $212,615,186,  at  6  per  cent 12, 756, 911 

AgrossloBsof 62,592,443 

On  this  loss  the  people  saved  in  interest  on — 

$212,615,186  worth  to  banks,  .526  per  cent $1,118,356 

$346,681,016  worth  to  Goyemment,  2.5  per  cent 8, 667, 025 

9, 785, 381 

Total  loss  to  the  people  in  abnormal  interest 62, 807, 062 

Add  to  this  loss  the  direct  loss  in  interest  on  large  balance  of  cash  car- 
ried in  Treasury  and  unnecessary  expenses 12,238,792 

Total  Joss  to  the  people ^ 65, 045, 854 
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The  system  in  European  nations  is  qnite  in  contrast  with  that  of  the 
United  States.  Mr.  Ford,  Treasury  statistician^  gives  me  the  following 
figures  for  Great  Britain : 

On  January  22, 1896,  the  issue  department  of  the  Bank  of  England  was 
carrying  a  debt  of  the  Government  of  £11,015,100 168, 605, 984 

The  bank  rocclTes  2f  per  cent  on  this  debt 1,474,137 

Tlie  bank  is  allowed  certain  commissions  by  the  Government  for  col- 
lecting and  disbursing  public  moneys  and  is  charged  for  oertain  privi- 
lep;es  and  exemptions,  whioh  bring  it  in  debt  to  the  Goyemment  in 
the  account  to  about '...•• • • 826,171 

The  net  cost  of  the  treasury  management  to  the  people  of  Great  Britain 
is  the  sum  of  (including  interest  on  above  debt) 647,966 

Against  a  cost  to  the  United  States  of  management  of  Treasury  of 12, 238, 792 

And  an  indirect  cost  to  the  people  in  addition  and  abnormal  interest 
on  loans  and  discounts  of 52,807,062 

Total 65,045,854 


Appendix  0. 

TRICK  RRCKIYSD  ON  BONDB  SOLD  AND  THEm  TBUB  TALXTB. 
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Appendix  D.— Fbeak  Oubbenct. 

Market  price  of  United  States  4  per  cent  honde  oflWt* 
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$812,228,862 
808,021,808 
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806,175,834 
260.147,600 
288,278,685 
166,625,668 
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This  table  shows  that  tho  4  per  cent  bonds  of  1907  bonds  arerago  to  sell 

at  prices  to  the  purchaser  in  1889 per  cent.. 

Ayenige  to  pay  at  prices  sold  for  daring  1887,  1888,  and  1889,  three 

years percent.. 

From  1883  to  1892,  the  eight  years  previous  to  tho  panic  of  1893.. do.... 

Note  circulation  of  national  banks  in  1881 

Note  circulation  of  national  banks  on  June  30, 1890 

And  this  decrease  in  bank-note  circulation  was  before  the  increase  in 
currency  under  the  silver  act  of  July  14, 1890. 
National-bank  note  circulation  one  year  later,  January  SO,  1891,  was 

only 

National-bank  note  circulation  on  February  5, 1896,  because  of  ruined 

GoYemment  credit,  has  run  up  to • •••••••• 


3.096 

2.292 

2.402 

$312, 223, 852 

126, 823, 880 


123, 915, 643 
212,028,886 
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The  profit  or  loss  on  circulation  under  the  existing  law  and  also  under 
the  Walker  bill  would  be: 

Par  ooni. 

Present  law,  in  localities  where  loans  are  made  at  4  per  cent 0. 942 

Under  tho  proposed  bill,  including  both  classes  of  notes,  they  would  be 1. 867 

(Or  twice  as  much.) 

Present  law,  in  localities  where  loans  are  made  at  6  per  cent 526 

Under  the  proposed  bill  on  greenbacks  and  reserve  notes •••• 2.867 

(Or  five  and  a  half  times  as  much.) 

Present  law,  in  localities  where  loans  are  made  at  8  per  cent •• 096 

Under  the  proposed  bill 8.867 

(Or  one  hundred  and  twenty-one  times  as  much.) 
To  take  out  currency  where  it  is  most  needed  the  actual  loss  to  banks  on  olr- 

enlation,  where  loans  are  made  at  10  per  cent,  is 1.889 

The  gain  under  the  proposed  bill  on  all  currency  taken  out  is  seen 
to  be  very  great. 
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Appendix  P. 

The  total  banking  funds  in  national  banks  in  1892  were  abont.  .••••.  19, 800, 000, 000 

Total  loans  and  discounts  of  all  national  banks  in  1892,  abont 2, 200, 000, 000 

The  normal  sum  of  circulation  of  banks  under  the  proposed  bill  would 
not  be  less  than 800,000,000 

Paying  the  same  dividends  on  bank  stock  as  now,  the  total  sam 
received  by  banks  on  the  same  loans  and  discounts  under  the  Walker 
bill,  if  all  were  made  at  4  per  cent,  could  be  reduced  by  0.928  per  cent, 
on  $800,000,000  by  the  sum,  per  annum,  of  $7,424,000  in  the  whole 
country. 


Keen  the  rate  of  discount  the  same  as  now  and  their  dividends  on  their  capi- 
tal stock  would  be  increased  by 1.08 

On  their  capital  stock,  suqilus.  and  undivided  profits  by 72 

The  banks  could  then  reduce  tlio  rate  of  interest  in  4  per  cent  localities  by..    .  0038 

on  the  total  loans  and  discounts,  and  pay  the  same  dividends  on  their 
capital  stock  as  now. 

In  6  per  cent  localities  it  would  increase  profits  on  circulation  by  2.34 
per  cent  on  $800,000,000,  or  by  a  total  sum  in  the  whole  country  of 
$18,720,000,  and  larger  dividends  on  $686,600,000  of  capital  stock  of 
2.72  per  cent,  or  larger  dividends  on  $1,027,100,000,  including  capital 
stock,  surplus,  and  undivided  profits  of  1.82  per  cent,  or  reduce  the 
rates  of  interest  by  0.851  per  cent  on  the  total  loans  and  discounts  of 
$2,200,000,000. 

In  8  per  cent  localities  by  3.77  per  cent  on  $800,000,000,  or  by  a  total 
sum  of  $30,160,000,  or  larger  dividends  on  $686,600,000  capital  stock 
of  4.39  per  cent,  or  larger  dividends  on  $1,027,100,000  capital  stock, 
surplus,  and  undivided  profits  of  2.93  per  cent,  or  reduce  the  rates  of 
interest  by  1.37  per  cent  on  total  loans  and  discounts  of  $2,200,000,000. 

In  10  per  cent  localities  by  6.26  per  cent  on  $800,000,000,  or  by  a 
total  sum  of  $50,080,000,  or  larger  dividends  on  $686,600,000  capital 
stock  of  7.29  per  cent,  or  on  $1,027,100,000  capital  stock,  surplus,  and 
undivided  profits  of  4.87  per  cent,  or  reduce  the  rates  of  interest  by 
2.27  per  cent  on  total  loans  and  discounts  of  $2,200,000,000. 

All  these  figures  are  made  upon  the  basis  of  banks  having  out  the 
$800,000,000  circulation  under  both  bills. 

The  rates  of  interest  on  farm  mortgages  are  always  largely  influenced 
by  interest  rates  on  bank  loans  and  discounts  and  they  would  also  be 
proportionately  reduced. 

With  reserveagents,  $243,000,000;  the  total  then  held  of  $570,000,000. 

These  figures  are  found  on  page  160,  Eeport  of  the  Comptroller  of  the 
Currency  for  1892. 

All  the  cash  reserve  above  that  ^^ required  by  law''  may  be  in  green- 
backs of  other  banks. 

IN  4  PER  GENT  LOOALITIES. 

Under  the  existing  law  the  profit  on  $800,000,000  circulation  is  0.942 
per  cent— $7,536,000. 

Under  the  Walker  bill  the  profit  on  $800,000,000  circulation  is  L867 
per  cent— $14,936,000. 

Of  course,  dividing  the  $7,536,000  by  4  (the  per  cent),  will  show  how 
many  dollars  of  the  currency,  or  23.12  per  cent  if  unused,  or  $23.12  in 
each  $100,  would  destroy  all  profit  to  the  bank  under  existing  law  on 
the  whole  $800,000,000,  or  if  there  was  out  of  circulation  $188,400,000. 
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When  23.12  per  cent  of  the  currency  is  unased  under  the  Walker 
bin,  profit  still  received  on  the  amount  then  out  in  circulation  would 
be,  on  the  whole  $800,000,000,  0.928  per  cent--|7,424,000. 

IN  6  FEB  CENT  LOCALITIES. 

Profit  at  6  per  cent  under  the  existing  law  on  $800,000,000  circulation, 
0.526  per  cent,  $4,208,000. 

Profit  at  6  per  cent  under  the  Walker  bill  on  $800,000,000  circulation, 
2.8C7  per  cent,  $22,036,000. 

All  profit  under  the  existing  law  is  destroyed  in  the  non-use  of 
$70,133,333,  or  0.876  per  cent  of  the  circulation,  or  $8.70  in  each  $100. 

When  0.876  per  cent  of  the  currency  is  unused  under  the  Walker 
bill,  profit  received  on  the  amount  then  in  circulation  on  the  whole 
$800,000,000,  will  be  2.34  per  cent,  $18,720,000. 

IN  8  FEB  CENT  LOCALITIES. 

Profit  at  8  per  cent  under  the  existing  law  on  $800,000,000  circulation, 
.096  per  cent,  $768,000. 

Profit  at  8  per  cent  under  the  Walker  bill  on  the  amount  out  on 
$800,000,000  circulation  is  3.867  per  cent,  $30,936,000. 

All  the  profit  under  the  existing  law  vanishes  in  the  nonuse  of 
$92600,000. 

When  01.2  per  cent  of  the  currency  is  unused,  or  $1.20  in  each  $100, 
under  the  Walker  bill  the  profit  received  on  the  amount  in  circulation 
will  be  on  the  whole  $800,000,000  3.835  per  cent,  $30,680,000. 

IN  10  FEB  CENT  LOCALITIES. 

In  localities  wherlB  interest  is  10  per  cent  it  is  an  actual  loss  to  a  bank 
taking  out  circulation  under  the  existing  law  of  1.389  per  cent  on 
$800,000,000;  or  of  $11,112,000  the  total  loss  would  be  $3,704,000. 

And  while  it  is  impossible  for  people  to  use  bank  currency  in  such 
places  the  profits  on  every  dollar  they  could  keep  out  under  the  Walker 
bill  would  be  as  much  as  before  shown,  (»r  on  $800,000,000  circulation 
4.867  per  cenl^  $38,936,000. 


Appendix  O. 

[Vifiiret  made  by  Hod.  D.  N.  Morgan,  Treasurer  of  the  United  States.] 


Porlod. 


f  MBntha  ending  December  81, 1898... 
Fiscal  year  ending  Jme  80, 1893. 


8  iMnitha  ending  Muob  81, 1804.... 

8  nontba  ending  June  80, 1894 

•  Bontbs  ending  Deoember  81, 1804. 


Flaealyear  1804. 


8  noDfba  ending  ICareh  81, 1805 

8  monthfl  ending  Jane  80, 1806 

8  nonlbe  ending  September  80, 1805. 
8  montlia  ending  Deoember  81, 1805. . 


Flaeal  year  1806.. ... 
Totalla  three  yean. 


Gold  paid 

into 
Treasury. 


$128,852,040 


157,673,804 


43.840,101 
86,530.057 
81,546,820 


45.067.815 
80, 100, 230 
47,419.210 


520,538,636 


Gold  paid 

out  of 
Troaaury. 


$154,094,518 


230.805,598 


52,809,107 
70,057,307 
82,678,810 


206,585,428 


80, 406, 010 
80. 656. 412 
68,268,186 
47,803,966 


246.225,474 


838,001,018 


± 


Secelpta 

from  sale  of 

bonds. 


$58,060,684 
"68,'7i0,'609 


47,476,181 
17,640,118 


182,406,597 
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[TlgnnB  ftt  the  right  Indicate  the  legal  rate  where  no  rate  it  fixed  in  the  ohIlgatloB.) 
Statea  in  which  the  rate  of  interest  allowed  5sf  oontraot  i»  6 per  eent, 


Peroent. 

Delaware 6 

Kentucky 6 

Maryland 6 

New  Hampshire 6 

New  Jersey 6 

West  Virginia 6 


Peroent. 

NewYork* 6 

PennsylYania 6 

Vermont 6 

Virginia 6 

Tennessee ••  6 


State  in  which  the  rate  of  interest  aUowed  by  contract  ia  7  per  cent. 

Per  cent. 
niinois 7 

States  in  which  the  rate  of  interest  allowed  hy  contract  is  8  per  eent 


Per  cent. 

Alabama 8 

Georgia 7 

Indiana 6 

Iowa 6 

Louisiana 5 


Percent. 

Michigan 6 

Missouri ....••••.•••. 6 

North  Carolina 6 

Ohio 6 

South  Carolina 7 


States  in  which  the  rate  of  interest  allowed  by  contract  is  10  per  cenU 


District  of  Columbia. 

Arkansas 

Floridat 

Kansas 

Minnesota 


Per  cent. 

6 
6 
8 
6 
7 


Mississippi 
Nebraska.. 
Oregon..'.., 

Texas 

Wisconsin. 


Per  cent. 

6 
7 
8 
6 
7 


States  in  which  the  rate  of  interest  allowed  hy  contract  is  12  per  cenU 


New  Mexico.. 
North  Dakota 


For  cent. 

6 

7 


Oklahoma.... 
South  Dakota 


Percent. 
7 
7 


State  in  which  the  rate  of  interest  allowed  hy  contract  is  18  per  cent 


Idabo 


Peroent. 
7 


States  in  which  any  rate  of  interest  is  allowed  hy  contract. 


Percent. 

Arizona 7 

California 7 

Colorado 8 

Connecticut  t 6 

Maine 6 

Massachusetts 6 


Peroent. 

Montana lO 

Nevada  7 

Rhode  Island 6 

Utah 8 

Washington 8 

Wyoming 12 


•  New  York  has  by  a  recent  law  legalized  any  rate  of  interest  on  oall  loans  of 
$5,000  or  upward  on  collateral  security, 
t  Not  to  exceed  10  per  cent. 
t  No  nsnryi  but  over  0  per  cent  can  not  be  collected  by  law. 
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Appendix  H. 

Bemembering  no  bank  can  take  ont  reserve  notes  in  excess  of  one-lialf 
the  total  sum  of  its  capital,  snrplns,  and  undivided  profits  or  in  excess 
of  its  total  reserve,  any  banker  can  figure  ont  from  the  following  table 
the  advantage  of  going  into  the  scheme  proposed.  The  table  shows  the 
profit  or  loss  in  currency  notes  when  all  are  loaned  out,  if  taken  out  on 
the  dates  given  and  on  bonds  bought  at  their  market  price  on  that  day; 
and  also  the  profit  and  loss  on  such  currency  at  a  price  at  which  such 
bonds  would  pay  2^  per  cent  income.  Two  and  one-half  per  cent  is 
3.62  per  cent  more  income  than  United  States  bonds  paid  the  purchaser 
at  their  price  in  normal  conditions  or  at  their  average  price  for  the  eight 
years  previous  to  the  panic  of  1893. 

Second.  The  table  shows  the  sum  of  each  $100,000  taken  out  under 
existing  laws,  which,  if  held  out  of  circulation  would  destroy  all  profit 
on  the  whole  $100,000  taken,  and  also  what  the  profit  to  the  bank  would 
be  on  the  whole  $100,000  taken  out  under  the  Walker  bill,  $50,000  by 
purchaser  and  $50,000  issued  to  the  bank  against  its  assets,  with  the 
same  sum  held  out  of  circulation. 

The  deductions  to  be  made  for  the  expense  of  maintaining  $100,000 
currency  notes  under  the  Walker  bill  are: 

Taxes  (2  mills  on  half) $100.00 

Annual  cost  of  redemption 137.48 

Express  charges .• 3.00 

Cost  of  plates  for  bills '. 7.50 

Agents' lees 7.60 

Total 255.48 

Expense,  0.25548  per  cent,  to  be  deducted  from  the  local  rate  of 
interest  shows  the  profit  on  the  reserve  notes  in  actual  circulation. 
Halve  this  sum  to  ascertain  the  profit  on  the  total  of  greenbacks  and 
reserve  notes.  Treasury  << Assessment  for  expense ^  sheets  of  December 
of  each  year  show — 

The  cost  of  redemption  on  each  $100,000  was — 

1893 $135.52 

1894 106.60 

1895 115.00 

The  cost  of  annual  redemption  will  be  fully  $137.48  on  $100,000,  when 
currency  is  redeemed  freely.  It  was  very  much  hindered  in  the  years 
given  for  want  of  clerks*  If  it  costs  only  $45,  as  shown  on  page  160  of 
Comptroller's  report  of  1894,  it  is  so  much  in  favor  of  both  systems. 


Figures  given  below  assumed  for  calculations  are  in  proportion  to  the 
actual  condition  of  all  national  banks  June  30, 1892. 

Capital $100,000 

National-banknotes 100,000 

Capital,  snrplns,  and  undivided  profits 143,000 

Deposits 257,000 

Loans  and  discounts 314,000 

With  one  exception  the  figures  are  all  made  on  the  assumption  that 
the  whole  $100,000  currency  notes  are  in  circulation.  It  is  obvious  that 
there  can  not  be  the  same  profit  to  bankers  on  circulation  on  any  two 
eonsecative  days  if  bonds  are  above  or  below  par.    (See  pages  44  to  56.) 
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Copdiiions  of  gain  or  loss  under  present  law  compared  tDith  gain  or  loss  under  Walker  hill, 
and  also  increased  dividends  that  could  he  made  on  their  capital  under  the  Walker 
hillf  charging  tlie  same  rate  of  interest  on  loans  as  itmr;  and  also  the  deductions  them 
could  make  in  the  rate  of  interest  they  charge  the  people  now  andpag  the  same  dividende 
they  wno  pay. 


2  per  cent  bonds  on  Jane  80, 1892, 
at  $100 

4  per  cent  bonds  on  June  30,  1802, 
at  $116.75 

6  per  oent  bonds  on  Jnne  SO,  1802, 
at  $114 


Average 

Profit  or  loss  on  circulation  taken 
out  under  existing  law  on  June 
30.1802 

Profit  nnilor  the  Walker  bill 

Wlicn  the  following  snms  are  ont 
of  circnlation  all  profit  disappears . 

Under  the  Walker  bill  the  profit 
on  the  $100,000  circnlation  would 
still  bo 

Dividends  on  $100,000  capital  under 
tlio  Walker  bill  woold  be  in- 
creased  by 

Dividends  on  total  capital  surplus 
and  undivided  proflta  ($146,000) 
would  be  increased  by 

Lower  rates  of  interest  charged  on 
loans  ($314,000)  and  pay  tlie  same 
dividend  as  now  would  bo 


Using  5  per  cent,  10  years,  Nov.  1, 
1804,  bonds,  at  117.007;  profit  or 
loss  on  circulation  would  be 

Profit  under  the  Walker  bill 

When  the  following  sums  are  out 
of  circulation  all  profit  disappears. 

Under  the  Walker  bill  the  profit 
would  still  be 

Dividends  on  the  $100,000  capital 
under  the  Walker  bill  would  be 
IncreaMedby 

Dividends  on  total  capital,  surplus, 
and  undivided  profits,  $143,000 
wonld  be  increased  by 

Lower  rates  of  interest  charged  on 
loans,  $314,000,  and  pav  the  same 
dividend  as  now,  woulcl  be 


Using  2|  per  cent  bonds,  at  120.5887, 
profit  or  loss  on  circulation  would 

Profitnnder  Walker  bill! '.'.'.'.'.'.'.'.'.'.'. 
When  the  following  sums  are  ont  of 

circulation  all  profit  disappears. . . 
Under  the  Walker  bill  the  profit 

would  still  be 

Dividends  on  $100,000  capital  under 

Walker  bill  would  be  increased  by. 
Dividends  on  total  capital,  surplus, 

and    undivided    profits,  $143,000 

would  be  increased  by 

Lower  rates  of  interest  charged  on 

loans,  $314,000,  and  pay  same  div* 

idends  as  now,  would  oe 


Using  4  x)er  cent  30-year  bonds,  Feb. 

],  1805.  104.4046,  profit  or  loss  on 

circulation,  would  be 

Profit  under  Walker  bill 

When  the  following  sums  are  ont  of 

circulation  all  profit  disappears.. 
Under  the  Walker  bill  the  profit 

wonld  still  be 

Dividends  on  $100, 000  capital  under 

Walkerbill  would  be  increased  by. 
Dividends  on  total  capital,  surplus, 

and    undivided   profits,   $143,000 

wonld  be  inoreased  by 


In  4  per  cent 
localities. 


Gain. 


.822 

.831 

1.C74 


.042 

.042 
1.87 

$23,550 
.028 
.028 
.640 
.205 

1.10 
1.87 

$27,500 

.77 

.77 

.54 

.85 

.65 
1.87 

^$16,250 

1.22 

1.22 

.85 

.80 


2.00 
1.87 

$51,500 


Loss. 


In  6  per  cent 
localities. 


Gain. 


.032 

.830 

L218 


Loss. 


.526 

.520 
2.87 

$8,707 

8.84 

2.34 

1.63 

.74 

.61 

2.87 

$10,167 
2.26 

2.26 

1.58 

.72 

.11 
2.87 

$18  313 

2.76 

2.76 

1.04 

.88 

1.71 
2.87 

$28,500 

1.16 

1.16 

.81 


In  8  per  oent 
localitiee. 


Gain. 


640 


.000 

.000 
8.87 

$1,200 

3.01 

8.01 

2.03 

.03 

.11 
3.87 

$1,375 

8.76 

8.76 

2.G3 

1.10 


8.87 


8.87 
8.87 

2.70 

1.24 

1.85 
8.37 

$10, 875 

2.52 

8.52 

L77 


Loss. 


.258 
.205 


.43 


In  10  per  cent 
localities. 


Gain. 


.070 


4.87 


4.87 
4.87 
8.40 
L55 


4.87 


4.87 
4.87 
8.40 
1.55 


4.87 


4.87 
4.87 

8.40 

L66 


4.87 

$8,800 

8.89 

8.80 


8.78  •- 


Loss. 


.648 
.020 


1.889 
1.! 


.40 


.90 
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CkmditioHs  of  gain  or  loss  under  present  law  oompared  with  gain  or  loss  under  Walker 

oillf  eto, — Continued. 


Lonrer  rates  of  intereet  charged  on 
loann,  $314,000,  and  pay  same  div- 
idends  aa  now,  wonld  oe 


Uains  2^  per  cent  bonds  at  131.5918, 
profit  or  loss  on  cironlation 
wonldbe 

Profit  under  Walker  bill 

When  the  following  sums  are  out  of 
circulation  all  profit  disapitears  .. 

Under  the  Walker  bill  the  profit 
would  still  be 

DlTidends  on  $100,000  capital 
nnder  Walker  bill  would  he  in- 
creased by 

Dividends  on  total  capital,  anrplus, 
and  nndivided  proHta,  $143,000, 
would  lie  increased  by 

Lower  rates  of  interest  charged  on 
loons,  $314,000,  and  pav  same  divi- 
dends as  now,  would  be 


Using  4  per  cent  29-year  bonds,  Feb- 
ruary 1, 1806,  at  111.100,  profit  or 
loss  on  ctroulation  would  be 

Profit  nnder  Walker  bill 

When  the  following  sums  are  ont  of 
circulation  all  profit  disappears. . . 

Under  Walker  bill  the  profit  would 
still  be 

Dividends  on  $100,000  capital  under 
Walker  bill  would  be  inoreaaed  by. 

Dividends  on  total  capital,  surplus, 
and  undivided  profits,  $143,000, 
would  be  increased  by 

Lower  rates  of  intorest  charged  on 
loans,  $314,000,  and  pay  same  divi- 
dends as  now,  would  be 


Using  2^  per  cent,  at  130.8749.  profit 
or  foss  on  circulation  would  oe. . . . 

Profit  under  Walker  bill 

When  the  following  sums  are  out  of 
cironlation  aO  profit  disappears. . . 

Under  Walker  bill  the  profit  would 
still  be 

Dividends  on  $100,000  capital  under 
Walker  bill  would  be  increased  by , 

Dividends  on  total  capital  surplus, 
and  undivided  profits,  $143,000, 
would  be  increased  by , 

Lower  rates  of  interest  charged  on 
loans,  $314,000,  and  pay  same  divi- 
dends as  now,  would  be 


In  4  per  cent 
localities. 


Gain. 


.51 
1.87 

$12,750 

1.36 

1.86 

.05 

.43 

L67 
1.87 

$41,750 

.20 

< 

.20 

.14 

.06 

.62 
1.87 

$13,000 

1.86 

L53 

.94 

.43 


Loss. 


In  6  per  cent 
lo<^ities. 


Gain. 


.87 


2.87 


2.87 

2.87 

2.00 

.91 

1.22 
2.87 

$20,833 

L66 

1.06 

M5 

.63 


2.87 


2.87 
2.87 

2.00 

.91 


Loss. 


25 


.22 


In  8  per  cent 
localities. 


Gain. 


.81 


3.87 


8.87 
8.87 
2.70 
L24 

.76 
3.87 

$0,375 

3.12 

8.12 

2.18 

.99 


3.87 


3.87 
8.87 

2.70 

L24 


Loss. 


1.04 


LOO 


In  10  per  cent 
localities. 


Gain. 


L24 


4.87 


4.87 
4.87 
3.40 
L55 

.27 
4.87 

$2,700 

4.60 

4.60 

3.12 

L46 


4.87 


4.87 
4.87 

8.40 

L55 


Los*. 


L8t 


L82 


United  States  Teeasuby  Department, 

Office  of  Goteenment  Actuary, 

Washingtonj  D.  0.,  Febrn^iry  37^  1896. 
Dear  Sir:  In  compliance  with  the  request  contained  in  your  letter 
of  the.  24th  instant  to  the  Comptroller  of  the  Currency,  I  herewith 
inclose  the  desired  information. 

As  -pet  your  request,  the  computations  are  made  on  the  same  basis 
as  were  those  made  by  you  in  1892. 

These  results  show  a  smaller  profit  to  the  banks  than  is  truly  the 
eaae,  as  various  charges  have  been  much  reduced  since  then. 
Yours,  respectfully, 

Jos.  S.  McCoy,  Oovernmeni  Actuary. 
Eon.  J.  H.  Walker, 

Ohairma/n  Committee  on  Banking  and  Currency^ 

United  States  Home  of  Representatives. 
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United  Stain  6  per  cent  bonds  of  1904, 

[Sold  November  1«  1804,  at  117j007;  money  at  4  per  cent  interest.] 

$100,000  flvee  at  117.007,  interest $5,000.00 

Circulation,  90  per  cent  on  par  value $90,000.00 

Deduct  5  per  cent  redemption  fund 4,500.00 

Loanable  circulation 85,500.00 

At  4  per  cent 8,420.00 

Grose  receipts 8,420.00 

Deduct-i- 

1  per  cent  tax  on  circulation $900.00 

Annual  cost  of  redemption 137.48 

Express  charges 3.00 

Cost  of  platesfor  circulation 7.50 

Agents'  foes 7.50 

Examinations 43.00 

Sinking  ftuid  reinvested  quarterly  to  liquidate  premium. .      1, 534. 75 

2,633.28 

Netreceipts 5,786.77 

$117,007  loanedat4per  cent 4,683.08 

Profit  on  circulation 1,103.60 

Profit  on  maximum  circulation  obtainable  1.10  per  cent. 

United  Statee  6  per  cent  honde  0/1904. 

[Sold  NoYember  1,  1884,  at  117.007;  money  at  6  per  cent  interest.] 

$100,000  fives  at  117.007,  interest $5,000.00 

Circulation,  90  per  cent  on  par  value $90,000.00 

Duduct  5  per  cent  redemption  fund 4, 500. 00 

Loanable  circulation 85,500.00 

At  6  per  cent 5,130.00 

Gross  receipts 10,130.00 

Deduct — 

1  per  cent  tax  on  circulation $900.00 

Annual  cost  of  redemption 337.48 

Express  charges 3.00 

Cost  of  plates  for  circulation 7.50 

Agents' fees 7.50 

Exaniiuations 43. 00 

Sinking  fund  reinvested  quarterly  to  liquidate  premium.      1, 394. 46 

2, 492. 94 

Netreceipts 7,637.06 

$117,007  loaned  at  6  per  cent 7  024.62 

Profit  on  circulation 612.44 

Profit  on  maximum  circulation  obtainable,  0.61  per  cent. 

United  States  6  per  oent  honde  of  ly04, 
[Sold  November  1, 1884,  at  117.007;  money  at  8  per  cent  interest.] 

$100,000  fives  at  117.007,  interest  .--^ ^  000.00 

Circulation,  90  per  cent  on  par  value $90, 000. 00        ' 

Deduct  5  per  cent  redemption  fund 4  500.00 

Loanable  circulation 85  500.00 

At  8  percent  interest 1......       6,840.00 

Grose  receipts 11,840.00 


FINANCIAL  AND   BANKING  SITUATION.  47 

Dedaot — 

1  per  cont  tax  on  circnlatlon $900.00 

Annual  cost  of  rodomiilioQ 137.48 

Express  cliarj;o8 •. 3.00 

Cost  of  plates  for  circulation 7.50 

Agents*  fees 7.50 

Examinations 43.00 

Sinking  fund  reinvested  quarterly  to  liquidate  premium.  1, 264. 16 

$2,862.64 

Net  receipts 9,477.36 

$117,007  loane«l  at  8  per  cent 9,866.16 

Profit  on  circulation 111.  20 

Profit  on  maximum  circulation  obtainable,  0.11  per  cent. 

United  Stat&i  6  per  cent  bonds  of  1904, 

m 

[Sold  Norembor  1, 1894,  at  117.007;  mouoy  at  10  per  oont  intorest.] 

$100,000  fives  at  117.007,  interest $5,000.00 

Circulation,  90  per  cent  on  par  value $90,000.00 

Deduct  5  per  cent  redemption  fund 4,500.00 

Loanable  circulation 85,5000.00 

At  10  per  cent 8,550.00 

Gross  receipts 13,560.00 

Deduct — 

1  per  cent  tax  on  circulation $900.00 

Annual  cost  of  redemx)tion 187.48 

Express  charge^ 3.00 

Cost  of  pla*t<»  for  circulation 7.50 

Agents' fees 7.50 

Examinations 43.00 

Sinking  fund  reinvested  quarterly  to  liquidate  premium. .      1, 143. 54 

2,242.02 

Net  receipts 11,307.98 

$117,007  loaned  at  10  per  cent 11,707.70 

Loss  on  circulation •••        399.72 

Loss  on  maximum  circulation  obtainable  0.40  per  cent. 

United  States  6  per  cent  bonds  of  1904, 

[Sold  November  1, 1804,  at  a  price  to  realise  2|  per  cont  to  Invostor;  mooey  at  4  per  cent.] 

$100,000  fives  at  120.5887.  Interest $5,000.00 

Circulation,  90  per  cent  on  par  value $90,000.00 

Deducts  per  cent  redemption  fund. 4,500.00 

Loanable  circulation 85,500.00 

At  4  per  cent 3,420.00 

Gross  receipts 8,420.00 

Deduct — 

1  per  cont  tax  on  circulation $900.00 

Annual  cost  of  redemption 137.48 

Express  charges 3.00 

Cost  of  plates  for  circulation 7.50 

Agents' fees 7.50 

Examinations 43.00 

Sinking  fund  reinvested  quarterly  to  liquidate  premium ...      1, 850. 35 

2,948.88 

Net  receipts 5,471.17 

$120, 588. 70  loaned  at  4  per  cent 4,823.56 

Profit  on  oiroulation •..       647.02 

Ffofit  on  maximum  circulation  obtainable,  0.65  per  cent. 


48  FINANCIAL  AND   BANKING  SITUATION. 

United  States  5  per  oet^t  hands  of  1904, 

» 

[Sold  NoTomber  1, 1894,  ftt »  price  to  realise  2^  per  cent  to  investor ;  money  at  8  per  cent.] 

$100,000  fivea  at  120.5887,  interest $5,000.00 

Circulation,  90  per  cent  on  par  valne $90,000.00 

Deduct  5  per  cent  redemption  fund 4,500.00 

Loanable  circulation 85,500.00 

At  6  per  cent 5,130.00 

Gross  receipts 10,130.00 

Deduct— 

1  per  cent  tax  on  circulation $900.00 

Annual  cost  of  redemption 137.48 

Express  cliarges 3.00 

Cost  of  plates  for  circulation 7.50 

AgentV  fees 7.50 

Examinations 43.00 

Sinking  fund  rein  vested  quarterly  to  liquidate  premium..      1, 681. 22 

2,779.70 

Net  receipts 7,350.30 

$120,588.70  loaned  at  6  per  cent 7, 235.32 

Gain  on  circulation • ••• 114.98 

Gain  on  maximum  circulation  obtainable,  0.11  per  cent. 

United  States  6  per  cent  bonds  of  1904* 

[Sold  NoTcmber  1,  1804,  at  a  price  to  realize  ^  per  cent  to  inyestor  j  money  at  8  per  oent.] 

$100,000  fives  at  120.5887,  interest $5,000.00 

Circulation,  90  per  cent  on  par  value $90,000.00 

Deduct  5  per  cent  redemption  fund 4,500.00 

Loanable  circulation 85,500.00 

At  8  per  cent 6,840.00 

Gross  receipts '. 11,840.00 

Deduct — 

Iper  cent  tax  on  circulation $900.00 

Annual  cost  of  redemption 137.48 

Express  charges 3.00 

Cost  of  plates  for  circulation 7.60 

Agents' fees 7.50 

Examinations 43.00 

Sinking  fund  reinvested  quarterly  to  liquidate  premium.  •      1. 524. 12 

2,622.60 

Net  receipts 9,217.40 

$120,588.70  loaned  at  8  per  cent 9,647.10 

Loss  on  circulation 429,70 

Loss  on  maximum  circulation  obtainable,  0.43  per  oent. 

United  States  5  per  oent  bonds  of  1904. 
[Sold  November  1, 1804,  at  *  price  to  realise  SJ  per  oent  to  investor;  money  at  10  per  cent.] 

$100,000  fives  at  120.5887,  interest $5,000.00 

Circulation,  90  per  cent  on  par  value $90,000.00 

Deduct  5  per  cent  redemption  fund 4,500.00 

Loanable  circulation 85,500.00 

At  10  per  cent 8.560.00 

Gross  receipts 13>650.00 


FZNANOIAL   AND   BAKEINa  SITUATION.  !() 

Deduct — 

1  per  cent  tax  on  oiicnlation •• $900.00 

Annual  cost  of  redemption i 137.48 

Ezpreea  charges 3.00 

Goet  of  plates  for  circulation 7.50 

Agents' fees 7.50 

ExaminationB • •-•  43.00 

Sinking  fdnd  reinvested  quarterly  to  liquidate  premium ...  1, 378. 69 

$2, 477. 17 

Net  receipts 11,072.83 

$120,588.70  loaned,  at  10  per  cent 12, 058. 87 

Loss  on  eiroulation •••.'      986.04 

Loss  on  tnaTiTOnm  oiroulatlon  obtainable,  0.99  per  cent. 

United  8tate$4per  cent  bonds  of  19£5 

[Sold  Febmaiy  1, 1896,  at  104.4M6;  money  ftt  i  per  oenl] 

$100,000  fours  at  104.4946,  premium,  laterest $4,000.00 

Circulation,  90  per  cent  on  paryalue: $90,000.00 

Dedact5per  cent  redemption  fund 4,500.00 

Loanable  circulation, 85,500.00 

At4  per  cent 3,420.00 

Gross  receipts 7,420.00 

Dednot — 

1  per  cent  tax  on  circulation $900.00 

Annnal'cost  of  redemption 137.48 

Express  charges 3.00 

Cost  of  plates  for  circulation 7. 50 

Agents' fees 7.50 

Examinations 43. 00 

Sinking  fund  reinvested  quarterly  to  liquidate  premium. .  78. 16 

-, 1^  176. 64 

Net  receipts 6,243.38 

$104,494.60 loaned  at  4  per  cent 4,179.78 

Profit  on  circulation 2,063.58 

Profit  on  maximum  circulation  obtainable,  2.06  per  cent. 

Uniied  States  4  per  cent  bonds  of  19$5, 
[Sold  ITtobnuHry  1, 1886,  at  104.4946;  money  at  8  per  oent.] 

$100,000  fours  at  104.4946,  premium,  interest $4,000.00 

Circulation,  90  per  cent  on  par  value $90,000.00 

Dedact  5  per  cent  redemption  fund 4,500.00 

Loanable  circulation 85,500.00 

At  6  per  cent 5,130.00 

Gross  receipts 9,130.00 

Deduct— 

1  per  cent  tax  on  circulation $900. 00 

Annual  cost  of  redemption 137.48 

Express  charges 3.00 

Cost  of  plates  for  circulation 7.50 

Agents' fees 7.50 

Examinations 43.00 

Sinking  fund  reinvested  quarterly  to  liquidate  premium . .  54. 26 

1,152.74 

Netreoelpts 7,977.26 

$104,494.60  loaned  at  6  per  cent 6,269.68 

Profit  on  oironlation 1,707.58 

Profit  on  maximum  circulation  obtainable,  1.71  per  cent. 
OUBr— 4 


50  FINANCIAL  AND   BANKING  SITUATION. 

United  States  4  per  cent  bande  of  19td. 

(Sold  Febiiiary  1, 1806,  mt  104.4M6;  money  at  8  per  oent.] 

$100,000  fonrs  at  104.4946,  premium,  interest $4,000.00 

Circulation,  90  per  cent  on  par  valae $90,000.00 

Deducts  per  oent  redemption  fund 4,  .500.00 

Loanable  circulation 85,500.00 

At  8  per  cent 6,840.00 

OroBB  receipta 10,840.00 

Deduct — 

1  per  cent  tax  on  circulation •...        $900.00 

Annual  cost  of  redemption 137.48 

Express  charges 3.00 

Cost  of  plates  for  circulation 7.50 

Agents' fees 7.50 

Examinations 43.00 

Sinking  fund  reinvested  quarterly  to  liquidate  premium ...  36. 82 

1,135.80 

Net  receipts 9,704.70 

$104,494.60  loaned  at  8  per  cent 8,359.57 

Profit  on  circulation ..•    1,345.18 

Profit  on  maximum  circulation  obtainable,  1.35  per  cent. 

United  States  4  per  oent  honds  of  1926. 

[Sold  Febnuury  1, 1885,  at  104.4948,  money  at  10  per  c«at.] 

$100,000  fours  at  104.4946,  premium,  interest $4,000.00 

Circulation  90  per  cent  on  par  value $90,000.00 

Deducts  per  cent  redemption  fund.. 4,500.00 

Loanable  circulation 85,500.00 

At  10  per  cent 8,560.00 

Gross  receipts 12,550.00 

Deduct — 

1  per  cent  tax  on  circulation $900.00 

Annual  cost  of  redemption 137.48 

Express  charges 8.00 

Cost  of  plates  for  circulation 7.50 

Agents' fees 7.50 

Examinations 43.00 

Sinking  fund  reinvested  quarterly  to  liquidate  premium..  24. 48 

1,122.98 

Netreceipts 11,427.04 

$104,494.60  loaned,  at  10  per  cent 10,449.46 

Profit  on  circulation • 977.58 

Profit  on  maximum  circulation  obtainable,  0.98  per  oent. 

United  States  4  per  oent  bonds  of  1925, 

[Sold  Febroary  1, 1895,  at  a  prioe  to  reaUae  3|  per  oent  to  investor  t  money  at  4  per  oent.] 

$100,000four8  at  131.5918,  interest $4,000.00 

Circulation,  90  per  cent  on  par  value $90,000.00 

Deducts  per  cent  redemption  fund 4,500.00 

Loanable  circulation 85,500.00 

At  4  per  cent 3,420.00 

Gtom  receipts 7,420.00 


FINAKCIAL  AND  BANKmO  SITUATION.  51 

Dednet— 

1  per  eent  tax  on  oironlation • $900.00 

Annual  cost  of  redemption 137.48 

Exprem  charges 3.00 

Cost  of  plates  for  circulation 7.50 

Agents' fees 7.60 

Examinations 43.00 

Sinking  fund  (reinvested  quarterly)  to  liquidate  premium.  549. 33 

$1, 647. 81 

Net  receipts 6,772.19 

$131,591.80  loaned  at  4  per  eent ^ 6, 263. 67 

G^ain  on  oironlation 608.62 

Gmhk  on  maTiTnnm  oiroulatiou  obtainable,  0.51  per  cent. 

United  States  4  per  eent  bimds  of  1925, 

[8<M  February  1, 1895,  at  a  prioe  to  realize  2|  per  oent  to  Investor ;  money  at  6  per  eent.] 

$100,000  fours  at  131.9518,  interest $4,000.00 

Circulation,  90  per  cent  on  par  value $90,000.00 

Deduct  5  per  oent  redemption  fund 4,500.00 

Loanable  oironlation 85,500.00 

At  6  per  oent 5,130.00 

Gross  receipts 9,130.00 

Deduct— 

1  per  eent  tax  on  oironlation $900.00 

Annual  cost  of  redemption 137.48 

Express  charges 8.00 

Cost  of  plates  for  circulation 7.50 

Agents' fees 7.50 

Examinations 43.00 

Sinking  fund  reinvested  quarterly  to  liquidate  premium . . .         381. 44 

1,479.92 

Netreoelpte 7,650.08 

$131,591.80  loaned  at  6  per  oent 7,886.51 

Lo8%on  oironlation •••.••••••••••••.       246.48 

Loss  on  maximnm  oironlation  obtainable,  0.25  per  cent. 

United  States  4  per  eent  Inmds  of  19$5, 
[Sold  Febmary  1, 18B6|  at  a  prioe  to  realise  2|  per  eent  to  investor;  monoy  at  6  per  oent.] 

$100,000  fours  at  131.5918,  iijterest $4,000.00 

Cironlation,  90  per  cent  on  par  value $90,000.00 

Dednet  6  per  oent  redemption  fund 4,500.00 

Loanable eiroulation 85,500.00 

At  8  per  cent 6,840.00 

Grossreoeipts 10,840.00 

Dednet— 

1  per  eent  tax  on  oironlation $900.00 

Annual  cost  of  redemption 137.48 

Express  charges 3.00 

Cost  of  plates  for  eiroulation 7.50 

Agents' fees •7.50 

Examinations 43.00 

Sinking  Amd  reinvested  quarterly  to  liquidate  premium. .         258. 81 

1,367.29 

Netreoeipts 9,482.71 

$131,591.80  loanedat  8 per  cent 10,527.84 


dxwilation 1,044.88 

on  maximnm  oironlation  obtainable,  1.04  per  cent. 


52  FINANCIAL   AND   BANKING   SITUATION. 

United  States  4  per  cent  bonds  of  1926, 

[Sold  Febnury  1, 1896,  at  %  price  to  reallfle  2|  per  cent  to  Snreetor ;  money  at  10  per  oent.] 

9100,000  foan  at  131.5918,  interest ; $4,000.00 

Ciroulation,  90  per  cent  on  par  valae $90,000.00 

Deduct  6  per  cent  redemption  fund 4, 500. 00 

Loanable  circulation 85,500.00 

At  10  per  cent 8,660.00 

GioflB  receipts 12,660.00 

Deduct — 

1  per  cent  tax  on  circulation $900.00 

Annual  cost  of  redemption 137.48 

Express  charges 3.00 

Cost  of  plates  for  circulation 7. 50 

Agents' fees 7.60 

Examinations 43.00 

Sinking  fund  reinyested  quarterly  to  liquidate  premium . . .  172. 08 

1,270.66 

Net  receipts 11,279.44 

$181,691.80  loaned  at  10  per  cent 13,159.18 

Loss  on  oiroulation • 1, 879. 74 

Loss  on  maximum  oironlation  obtainable,  1.88  per  cent. 

United  States  4  per  cent  bonds  of  1925. 

[Sold  February  1, 1806,  for  111.100;  money  at  i  per  cent.] 

$100,000  fours  at  111.100,  interest $4,000.00 

Circulation,  90  per  cent  on  par  value $90,000.00 

Deduct  5  per  cent  redemption  fund 4,500.00 

Loanable  circulation 86,500.00 

At  4  per  cent 3,420.00 

Orossreceipts 7,420.00 

Deduct—  * 

1  per  cent  tax  on  circulation $900.00 

Annual  cost  of  redemption 137.48 

Express  charges 3.00 

Cost  of  plates  for  circulation 7.50 

Agents' fees 7.50 

Examinations 43.00 

Sinking  fund  reinyested  quarterly  to  liquidate  premium . . .         204. 46 

1,302.98 

Net  receipts 6,117.07 

$111,100  loaned  at  4  per  cent 4,444.00 

Profit  on  circulation 1, 673. 07 

Profit  on  maximum  circulation  obtainable,  1.67  per  cent. 

United  States  4  per  cent  bonds  of  1926, 
[Sold  Febmary  1, 1806,  for  111.100;  money  at  6  per  cent.] 

$100,000  fours  at  111.100,  interest $4,000.00 

Circulation,  90  per  cent  on  par  value $90, 000. 00 

Deduct6  per  cent  redemption  fund 4,500.00 

Loanable  circulation 85,500.00 

At  6  per  cent 6,130.00 


r 


Groasieceipts 9,190.00 


FINAKCUL  AND  BANKING  SITUATION.  53 

Deduct — 

1  per  centtttz  on  oircnlation $900.00 

Annaal  cost  of  redemption 137.48 

ExpresB  charges 8.00 

Cost  of  plates  for  circulation 7.50 

Agents'  fees 7.50 

Examinations 43.00 

Sinking  fund  reinvested  quarterly  to  liquidate  premium . .  144. 02 

$1,242.60 

Netreceipts 7,887.60 

$111,100  loaned  at  6  per  cent 6,666.00 

Profit  on  circulation 1, 221.60 

Profit  on  maximum  circulation  obtainable,  1.22  per  cent. 

United  States  4  per  cent  hond$  of  19B5, 

[Sold  February  1, 1896,  for  111.100 ;  money  at  8  per  oent.] 

$100,000  fours  at  111.100,  interest $4,00a00 

Circulation,  90  per  cent  on  par  value $90,000.00 

Deduct  6  per  cent  redemption  fund 4,500.00 

Loanable  circulation 86,500.00 

At  8  per  cent 6,840.00 

Gross  receipts 10,840.00 

Deduct— 

1  per  cent  tax  on  circulation $900.00 

Annual  cost  of  redemption 137.48 

Express  charges 3.00 

Cost  of  plates  for  circulation 7.50 

Agents' fees 7.50 

Examinations 43.00 

Sinkingfund  reinvested  quarterly  to  liquidate  premium. . .  99. 22 

1, 197. 70 

Netreceipts 9,642.30 

$111, 100  loaned  at  8  per  cent 8,888.00 

Profit  on  circulation 754.80 

Profit  on  maximum  circulation  obtainable,  0.75  per  cent. 

United  Statee  4  per  cent  londa  of  1995, 

[Sold  February  1, 1896,  for  111.100  (eatimated) ;  money  at  10  per  oent.) 

$100,000  fours  at  111.100  premium,  interest $4,000.00 

Circulation,  90  per  cent  on  par  value $90,000.00 

Deduct  5  per  cent  redemption  fond 4,500.00 

Loanable  circulation 85,500.00 

At  10  per  cent 8,550.00 

Gross  receipts 12,660.00 

Deduct — 

1  percent  tax  on  circulation $900.00 

Annual  cost  of  redemption 137.48 

Express  charges 3.00 

Cost  of  plates  for  circulation 7.50 

Agents' fees 7.50 

Examinations 43.00 

Sinking  fund  reinvested  quarterly  to  liquidate  premium . .  67. 12 

$1, 165. 60 

Netreceipts 11,884.40 

$111,100  loaned  at  10  per  cent 11,110.00 

Profit  on  circulation 274.40 

Pfoftt  OB  maximum  droulation  obtainable,  0.27  per  cent. 


54  FIHANGIAL  AND  BANKING  SITUATION. 

United  States  4  per  cent  honde  ef  1926. 
[Bcld  Vebnuwy  1,  IBM^  at  %  prioe  to  realiie  21  per  cent  to  inyestor ;  money  mt  4  per  cent.] 

$100,000  fonrs  at  130.8749,  interest $4,000.00 

Cironlation,  90  per  cent  on  par  value $90,000.00 

Deduct  5  per  cent  redemption  fond 4,500.00  ^ 

Loanable  circulation : 85,500.00 

At  4  per  cent 8,420.00 

OroMreoeipts 7,420.00 

Deduct— 

1  per  cent  tax  on  circulation $900.00 

Annual  cost  of  redemption 137.48 

Express  charges 3.00 

Cost  of  plates  for  circulation 7.50 

Agents' fees 7.50 

Examinations 43.00 

Sinking  fund  reinvested  quarterly  to  liquidate  premium . . .         568. 70 

1,667.18 

Netreceipts 5,752.82 

$180,874.90  loaned  at  4  per  cent 5,235.00 

Gain  on  circulation ••••••       517.83 

Gain  on  maximum  circulation  obtainable,  0.52  per  cent. 

United  Statee  4  per  cent  bonds  of  1925. 
[Sold  Febmary  1,  UM,  at  a  price  to  realise  2|  per  oent  to  Inveetor ;  money  at  6  per  oent.] 

$100,000  fours  at  180.8749,  interest $4,000.00 

Circulation,  90  per  cent  on  par  value $90,000.00 

Deduct  5  per  eent  redemption  fund 4,500.00 

Loanable  circulation 85,500.00 

At  6  per  cent 5,130.00 

Gross  receipts 9,130.00 

Deduct — 

1  per  cent  tax  on  circulation $900.00 

Annual  cost  of  redemption....! 137.48 

Express  charges 3.00 

Cost  of  plates  for  circulation 7.50 

Agents' fees 7.50 

Examinations 43.00 

Sinking  fund  reinvested  quarterly  to  Uquidate  premium . . .  400. 61 

1,499.0$ 

Netreceipts 7,630.91 

$130,874.90  loaned  at  6  per  cent 7,852.49 

Loss  on  circulation ••.•••        221.68 

Loss  on  maximum  circulation  obtainable,  0.22  per  cent. 

United  Statee  4  per  oent  honde  of  2925. 

[Sold  Febmary  1, 1896,  at  a  piloe  to  realiie  2|  per  oent  to  inveator ;  money  at  6  per  oont.] 

$100,000  fours  at  130.8749,  interest $4,000.00 

Circulation,  90per  cent  on  par  value $90,000.00 

Deduct  5  per  cent  redemption  fund 4,500.00 

Loanable  circulation 85,500.00 

At  8  per  cent 6^840.00 

Gloss  reeeipts 10,840.00 


PINAIJCIAL   AND   BANKING   SITUATION.  55 

Deduct — 

1  per  cent  tax  on  ciroulation $900.00 

Annual  cost  of  redemption 137.48 

Expreea  ohargee 3.00 

Coet  of  plates  for  ciroalation 7.50 

Agente'iees , 7.50 

Examioations 43.00 

Sinking  fond  reinTeated  quarterly  to  liquidate  premium. .  275. 97 

$1, 374. 45 

Net  receipts 9,465.56 

$190, 874. 90  loaned  at  8  per  cent 10,469.99 

Loss  on  ciroulation •••.    l|004.4i 

Loss  on  maximum  circulation  obtainable,  1  per  cent. 

United  States  4  per  cent  bonds  of  1925. 

[Sold  FMbnurj  1, 1800,  ftt  a  price  to  realise  2^  per  cent  to  tnyeetor ;  money  at  10  per  eent.] 

$100,000  fours  at  $130,874.9,  intercBt $4,000.00 

Circulation,  90  per  cent  on  par  value $90,000.00 

Deduct  5  per  cent  redemption  fund 4,500.00 

Loanable  circulation 85,500.00 

At  10  per  cent 8,560.00 

Gross  receipts 12,550.00 

Deduct — 

1  per  cent  tax  on  circulation $900.00 

Annual  cost  of  redemption 137.48 

Express  charges 3.00 

Cost  of  plates  for  circulation 7.50 

Agents' fees 7.50 

Examinations 43.00 

Sinking  fund  reinvested  quarterly  to  liquidate  premium. .  186. 69 

1, 285. 17 

Netreceipts 11,264.83 

$130,874.90  loaned  at  10  per  cent 13,087.49 

Loss  on  circulation •••••••••••    lf822. 

Loss  on  maxim nm  circulation  obtainable,  1.82  per  oentt 


Appendix  K, 

TBBASURY  DEPAETMBNT^FPIOB  op  the  TBEASTTEEBy 

Washington^  D.  C,  January  27^  1896. 

The  OHAIBSiAN  OOMMTTTEB  ON  BANKING  AND  OUBBENOY, 

Souse  of  Representatives. 

Sib  In  compliance  with  the  request  made  in  your  letter  of  this  date, 
I  have  the  honor  to  transmit  to  you  the  following  tabular  statement, 
which  shows  the  largest  and  the  smallest  sum  of  money  belonging  to 
the  Treasury  of  the  United  States,  including  amounts  standing  to  the 
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credit  of  disbnrsiug  officers,  on  deposit  with  national-bank  depositories, 
at  the  end  of  any  month  in  each  of  the  years  from  1881  to  1890 : 


Year. 

Lazgest. 

SmaUeat. 

1881 

$13,412,848.00 
13, 890, 135. 00 
14,781,996.00 
15, 742. 440. 00 
13,951,289.00 
18. 133, 923. 00 
52,199,918.00 
61,921,294.00 
50,499,122.00 
87,990,111.00 

Ml,  14^1^ 

1882 

11,258,966 
U,  871, 823 

1883 

1884 

12, 048, 744 

18A5 

12, 050, 716 

188G 

18,834,183 

1887 

10, 053. 660 

1888 

61, 925. 079 

1889 

40, 930, 852 

1SQ0 

20. 741. 977 

292,523,176.00 

Aven^fff^  for  tm  TMkn  .  ■. , 

29,252,807.00 

81,887,060 

Besx)ectfully,  yours, 


D.  K.  Morgan, 
Treasurer  United  States. 
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These  figures  show  that  in  all  the  banks  closed  where  the  receivers 
have  been  discharged,  141  out  of  the  whole  number  of  failed  banks, 
failed  to  have  assets  enough  to  pay  much  more  than  the  currency  they 
could  have  had  out,  under  the  Walker  bill. 

The  Comptroller  of  the  Currency  informs  me  that  they  were  in  much 
worse  condition  than  the  average  of  failed  banks  since  the  nationid 
system  was  inaugurated.  It  therefore  follows  that  there  could  not  have 
been  a  loss  equaling  $500,000  during  the  whole  life  of  the  national  bank- 
ing system.  It  shows,  furthermore,  that  the  tax  of  two  mills  on  the 
reserve  notes  will  pay  into  the  Treasury  from  $200,000  to  $300,000  more 
each  year  than  the  total  losses  covering  the  whole  thirty-three  years, 
viz,  $800,000  per  year. 

I  have  gone  over  carefully  each  of  the  58  banks  that  failed  in  the  year 
1893,  the  worst  year  of  bank  failures  the  country  ever  has  seen,  and 
there  was  not  1  in  the  58  whose  assets  would  not  have  very  much 
more  than  paid  their  currency  notes. 

Please  examine  this  appendix  carefully. 

CLASS  1. 


Number. 


1.. 

2. 

3. 

4. 

6.. 

6. 

7., 

8. 

0.. 
10.. 
11.. 
12.. 
13. 
14.. 
15.. 
16.. 
17.. 


*  Half  the  capital 


Under  Wal- 

Circulatfon 

ker  biU, 

Total 

at  iosol- 

possible 

dlyidenda 

Tenoy. 

bank, 
cironlation. 

paid. 

$44,000 

$10,658 

$70,811 

40,000 

6,011 

82, 305 

25,500 

16,036 

16.654 

45,000 

5,626 

29,277 

45.000 

6,802 

15,142 

45,000 

13,104 

46,034 

43,800 

2,974 

62,640 

27,000 

1,500 

12,624 

45,000 

9,232 

84, 536 

45,000 

88,039 

65,783 

29,662 

19,679 

9,456 

45,000 

28,793 

89,715 

46,000 

•25,000 

81,941 

29,800 

11,832 

29,377 

44,400 

8,275 

69,437 

35,328 

10,478 

16,670 

27,000 

2,881 

11,803 

27,000 

7,11» 

20.906 

[  of  the  hank 

• 

Under  n.K 

171,  Doaal- 

bleloaa. 


$10. 


t.801 
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CLASS  1— OoBttnued. 


Number. 


19 

» 

21 

22 

23 

24 

25 

28 

87 

2» 

20 

30 

81 

32 

83 

84 

85 

36 

87 

38 

80 

40 

41 

42 

48 

44 

Totol 


Cixonlation 

ftt  iD0Ol- 

venoy. 


$71,165 
43,000 
40,850 
18,550 
28,400 
44,000 
88,850 
44,420 
17,120 
20,180 
26,280 
10, 210 
11,250 
11,250 
15,730 
11,250 
27,800 
16, 710 
10,750 
10,750 
11,250 
11,250 
11,250 
11,250 
11,250 
11,250 


1,284,105 


Under  Wal 

ker  bill, 

poflsible 

bank 

oiroulation. 


*$25,000 

•25,000 

•25,000 

17,005 

8.268 

7,667 

*  25, 000 

*  25. 000 
12,110 
12,085 

♦25,000 
6,561 

17,485 
•25,000 

24,887 
5,604 

18,276 
8,772 

14,113 
4,203 
2,875 

24,000 
5,170 

20,636 
5,648 
4,186 


600,538 


Total 

dividends 

paid. 


TJaderH.B. 

171,  poBfli- 

bleloas. 


$82,060 
120,805 
30,818 
8,807 
50,057 
86,262 
50,461 
131, 024 
52,402 
82,046 
61,370 
0,402 
86,442 
80,120 
46,546 
82,000 
03,051 
48,280 
58,856 
20,410 
16,047 
60,002 
80,516 
21,706 
85,146 
2,238 


$8,288 


1,068 


2,144,780 


28,207 


CLASS  2. 


1 

2 

8 

4 

6 

6 

T 

8 

0 

10 

11 

12 

13 

U 

15 

16 

17 

18 

10 

20 

21 

22 

28 

24 

25 

26 

27 

28 

20 

80 

81 

82 

88 

84 

85 

88 

37 

88 

80 

40 

41 

42 

IMal 


$00,000 
85,000 
26,800 
00,000 
00,000 
00,000 
05,000 
46,000 
45,000 
67,500 
43,200 
60,300 
90,000 
45,000 
44,500 
80,200 
7,002 
80,300 
45,000 
86,900 
00,000 
80,500 
09,500 
68.000 
77.000 
89.980 
27,000 
90,000 
72,360 
89,000 
43,140 
73,829 
62, 170 
22,500 
21,240 
20,700 
44,000 
11,200 
94,899 
16, 370 
21,700 
16,875 


2,550,105 


•$50,000 

14,700 

4,324 

10, 919 

21,410 

•50,000 

87,717 

«  60, 000 

18,624 

14,532 

•80,000 

•83,500 

•60,000 

•87,500 

22,686 

•50,000 

24,942 

22,426 

28,818 

84,670 

17,700 

*50,000 

•50,000 

•80,000 

47,002 

•50,000 

•87,500 

37,768 

20,188 

0,911 

•60,000 

27,048 

•50,000 

42,408 

8,808 

15,027 

81,766 

4,068 

28,713 

18,015 

•60,000 

10,703 


1,202,281 


$65,335 

132,608 

86,737 

184,029 

107,258 

81,668 

101,545 

108,318 

88,697 

60,647 

59,121 

186,474 

202,753 

73,890 

52,514 

107, 575 

21,710 

66,810 

100, 870 

187, 428 

88,176 

96,176 

889,222 

119,390 

26,809 

96,525 

264,268 

143,938 

188, 482 

66,394 

135, 574 

161,497 

248,132 

172,909 

66,221 

8,763 

162,987 

18, 196 

80,636 

36, 619 

868,251 

78,198 


$18,882 


8,282 


20,108 


6,274 


4,804,240 


48,081 


•Half  the  capital  of  the  bank. 
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CLASS  ». 


B'nxiibsr* 


1 

2 

8 

i 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

Total 


Circiilation 

at  insol' 

vency. 


$180,000 

100, 000 

180.000 

50,000 

179,000 

71,000 

118,900 

179,200 

118, 191 

146,585 

45,000 

85,700 

177,200 

92,092 

71,200 

45,000 

75.554 

114,220 

62,500 

91,465 

65,200 

176,000 

25,425 

130, 048 

48,470 

45,000 

45,000 

45,000 

44,000 


2,815,960 


TJnd«r  "Wal- 
ker bill, 
possible 
bank 

droalatio]]. 


178,965 

12,501 

•100,000 

23,160 

•100,000 

28,968 

85,825 

71, 110 

35,808 

44,600 

61, 898 

51,269 

20,630 

21,602 

50,655 

•100,000 

11, 879 

80, 471 

64,092 

27,409 

70,534 

91, 146 

35,845 

45,506 

63,830 

•100,000 

•100,000 

•100,000 

29,768 


Total 

dividends 

pidd. 


$1«5. 

58, 
143, 
175, 
342, 

77, 
175, 
125, 

19. 
226, 
185, 

18, 
888, 
178, 
254, 
193, 

88, 
262, 
105, 
166, 
321, 
684, 
117, 
255, 
818, 
482, 
452, 
179, 
250, 


709 
661 
307 
020 
054 
568 
430 
667 
002 
308 
797 
258 
856 
512 
647 
941 
105 
887 
763 
587 
870 
428 
878 
495 
554 
013 
017 
691 
731 


1,606,480 


6,305,710 


Under  H.B. 

171,  posai- 

Ueioea. 


$10,800 


88,011 


49,817 


CLASS  4. 


1 

2 

8 

4 

5 

0 

7 

8 

0 

10 

11 

12 

18 

14 

15 

10 

17 

18 

19 

20 

21 

Total 


$84,000 

180,000 

253, 900 

129, 700 

243,  393 

135,000 

450,000 

100,000 

450,  000 

360,000 

285,100 

187,209 

44,900 

78,600 

42,700 

326,640 

90,000 

158,900 

228,200 

44,250 

45,000 


8,868,671 


$59,154 

•125,000 

111,  622 

50,068 

•125,000 

108, 723 

180,748 

•150,000 

•250,000 

73,340 

•250,000 

•125,000 

170, 735 

26,067 

•250,000 

144,599 

27,474 

60,109 

•150,000 

2,533 

•150,000 


1,000,107 


$101,887 
884,429 

1,138,870 
163,982 
263,065 
143.  209 
549,427 
661, 816 

1, 874, 339 
259, 487 
228,412 
645,593 
316,828 
79,725 
182,572 
528,305 
99.847 
275,684 

2,085,826 

21,473 

615,985 


$21,588 


07.428 


10,520,201 


80,010 


CLASS  ft. 


1 

2 

8 

4 

6 

0 

Total 


$800,000 
234,000 
860.000 
296,274 
450, 000 
277,746 


2,418,019 


$861,978 
•375,000 
130,  031 
246, 711 
434, 503 
247,269 


1,796,487 


$1,820,487 

747, 428 

862,263 

2, 105, 388 

1,566,124 

400,998 


7,068,688 


*Ealf  tha  capital  of  tha  bank. 
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Appendix  O. 

The  importance  of  clearing  houses  as  a  part  of  our  national  system 
of  banking  is  so  admirably  stated  by  Mr.  Theodore  Oilman  that  I 
M(](>pt  a  part  of  his  statement,  only  chaugiag  a  word  here  and  there. 

Thursday,  Fehruarff  to,  1896. 

The  BTibcommittee  met  at  10.90  ft.  m.  There  were  present  Meaers.  Broriiu  (chair- 
man)! Hill|  and  Cobb  of  Missomd. 

Mr.  Theodore  Gihnftn,  of  New  York  City,  was  introdnoed  and  made  the  following 
statement: 

STATEMKNT  OV  THSODOBX  QXLMAJX,  BSQ.,  BANKXR|  OV  NSW  TOBK  GtTT. 

Mr.  Chairican  and  Gsntlbmen:  The  first  stated  object  of  the  bill  is  ''toproteet 
and  support  oommeroial  credit,  and  to  equalize  rates  of  interest,''  and  it  provides  in 
its  first  section  for  the  incorporation  of  mdividnal  banks  into  clearing-honse  assoei- 
ations. 

The  fcheory  of  the  bill  is  that  the  absence  of  a  means  of  supporting  credit  is  inhe^ 
ent  in  a  system  like  that  at  present  existing  in  onr  country,  which  provides  only  for 
the  incorporation  of  individual  banks  and  stops  there. 

The  organisation  of  individual  banks  forms  the  basis  of  a  system,  but  if  the  banks 
are  not  organized  with  relations  to  each  other  it  it  a  misnomer  to  call  it  a  system;  it 
is  only  an  agglomeration.  Individual  banks  are  organized  under  the  national  cur- 
rency act  on  an  independent  basis,  and  are  empowered  to  take  care  of  themselves 
and  their  customers.  They  are  competitive  and  not  mutually  supporting;  each  one 
is  a  unit  and  autonomous,  like  a  petty  principality. 

We  use  the  term  ''national  banking  svstem"  to  describe  the  4,000  separate  banks 
which  are  organized  under  the  national  currency  act  of  1863.    But  do  they  form  a 

Srstem  in  the  sense  in  which  we  use  that  word  to  describe  systems  of  which  the  exeon- 
ve,  legislative,  and  judicial  branches  of  the  Government  are  examples  f  Lower  and 
higher  officials,  elective  bodies,  and  courts  make  up  the  gradations  of  these  systems. 

ft  is  evident  that  a  national  bank  does  not  cover  the  whole  operation  of  bankins 
firom  the  creation  of  debits  and  credits  to  their  final  extinction.  The  beginning  of 
the  operation  is  in  a  bank,  but  it  is  concluded  in  a  clearing  house.  The  enormous 
amount  of  clearings,  aggregating  fifty  thousand  millions  annually,  show  tlie  impor- 
tance of  their  functions  from  a  money  standpoint.  But  their  services  can  not  be  even 
thus  limited,  for  they  provide  the  daily  test  of  the  solvency  of  every  bank  and  busi- 
ness man  in  the  country;  they  provide  a  barometer  of  the  state  of  credit  and  the 
movements  of  currency,  and  are  the  only  places  where  individual  banks  are  brought 
together  and  where  united  action  can  be  secured. 

Out  of  these  conditions  comes  the  necessity  of  mutual  agreements  and  regulations 
for  the  government  of  the  business  to  be  transacted,  and  for  the  protection  of  the 
banks  associated  in  the  clearing  house.  The  clearing  house  mnst  have  its  lutlcles  of 
association  or  incorjporation  under  the  laws  of  the  difi^erent  States,  its  officers  and 
committees,  and  their  duties  must  be  clearly  defined.  For  the  protection  of  the  asao- 
oiated  banks  there  must  reside  somewhere  the  right  and  duty  to  inspect  the  affairs 
of  any  of  their  number,  and  even  to  suspend  one  from  its  privileges  on  specified 
proofs  and  charges.  These  are  powers  in  which  not  only  the  associated  banks  are 
interested,  as  the  representatives  of  their  many  stockholders,  but  also  all  the  oustom- 
ers  of  each  bank,  and  the  ramification  of  these  interests  in  every  clearing  house  as 
at  present  constituted  stretch  far  and  wide  over  the  whole  country.  Tlie  or^anisa- 
tdon  and  regulations  of  clearing  houses  become,  therefore,  matters  in  which  the 
entire  country  is  interested,  and  in  times  of  commercial  disturbance  this  becomes 
evident  beyond  question.  At  such  times  the  most  delicate  questions  are  brought 
before  clearing  houses  for  their  decision,  and  the  wisdom  of  experienced  bankers 
has  then  the  opportunity  to  render  important  service  in  staying  incipient  panic  and 
in  carrying  houses  and  banks  over  difficulties  that  are  never  known  outside  of  bank- 
ing circles. 

The  banking  system,  therefore,  must  be  considered  to  include  not  only  hanks  but 
clearing  houses  as  well,  and  though  these  latter  play  such  an  important  part  in  the 
banking  operations  of  the  country,  they  are  not  a  part  of  the  national  banking  sys- 
tem, and  are  not  under  governmental  supervision.  The  question  arises,  Can  we 
national  system  be  considered  complete  until  clearing  houses  are  incornorated  in  it 
under  United  States  laws  and  Qovemment  supervision  t  To  answer  this  question 
intelligently  we  must  then  take  a  glance  at  our  national  banking  system  and  inquire 
what  are  its  chief  distinguishing  oharacteristicSi  not  only  at  home^  but  aa  compared 
with  the  systems  of  other  nations. 
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It  is  a  remarkable  political  faot.  aod  one  which  we  do  not  always  ftally  appreciate 
or  give  soffieient  weight  to,  that  tne  United  States  stand  alone  among  tne  nations  of 
the  earth  in  having  a  national  system  of  banking  based  upon  a  general  law.  This 
situation  has  been  reached  as  the  outgrowth  of  American  institutions,  and  as  the 
result  of  poUtioal  and  financial  discussions  and  campaigns  conducted  with  intense 
excitement  on  the  one  hand,  and  acknowledged  ability  on  the  other.  Now  it  must 
be  receiyed  as  the  first  article  of  our  financial  creed,  universally  accepted  as  repub- 
lican dogma,  that  banking  in  this  country  must  be  done  under  a  general  law. 

The  underlying  purpose  of  a  general  banking  law  is  to  form  banks  for  the  benefit 
of  the  people,  and  to  make  free  all  the  benefits  of  the  law  to  any  who  comply  with 
its  oonditions. 

The  chief  effect  of  a  general  law  is  to  create  a  large  number  of  individual  banks 
of  moderate  capital  in  ul  parts  of  the  country.  Banks  of  great  capitaL  sufficient  to 
give  a  world-wide  <»redit,  or  to  enable  a  bank  to  establish  branches  in  this  and  other 
oountories,  and  to  issue  currency  on  its  own  credit,  are  not  contemplated  by  a  general 
law.  Such  banks  must  have  special  charters  and  be  to  some  extent  monopolies;  and 
tiiey  are  conducted  for  the  privileged  owners  and  not  for  the  people. 

In  a  banking  system  composed  of  4,000  individual  banks  of  equal  standing  and 
moderate  capital  there  must  be  found  some  substitute  for  the  great  banks  of  other 
oountries—the  Bank  of  England  or  the  Bank  of  France.  That  these  banks,  ftom 
their  central  position  and  commanding  capital,  do  give  a  steadiness  to  the  financial 
affairs  of  their  countries,  and  that  it  would  be  a  benefit  for  our  finances  to  be  steadied 
in  the  same  way,  can  not  be  denied.  Our  people  will,  however,  neither  yield  their 
approval  of  general  laws  nor  their  disapproval  of  a  governmental  bank.  This  great 
need  of  a  balance  wheel  in  our  financial  system  can  be  met  in  entire  harmony  with 
repnUiean  institutions  by  another  general  law  which  will  provide  for  the  incorpora- 
tion of  associated  and  adjacent  banxs  in  clearing-house  associations,  as  provided  in 
the  bill  before  us.  By  means  of  the  provisions  which  can  be  incorporated  in  a  gen- 
eral law,  the  defect  may  be  obviated  of  the  lack  of  commanding  capital,  and  all  the 
advantages  secured  which  large  resources  bring,  not  only  for  the  transaction  of  cur- 
rent business,  but  for  special  emergencies,  when  united  action  would  be  desired  to 
preserve  the  stability  of  the  financial  situation. 

The  advantages  resulting  from  the  joint  action  of  banks  may  be  seen  in  the  union 
of  the  banks  of  Great  Britain  in  the  crisis  of  1890,  when  by  concerted  action  they 
formed  a  guarantee  fund  of  £15,000,000  to  save  the  Barings  from  suspension,  ^y 
this  magmficent  energy  a  panic  was  avoided  which  the  Bank  of  England  was  utterly 
unable  to  meet  alone.    Among  Macleod's  refieotious  on  this  subject  is  the  following: 

"  To  meet  such  tremendous  crises,  as  all  future  ones  will  be,  the  Bank  of  England 
must  act  together  with  all  the  other  banks  in  the  country  to  support  the  commercial 
eommunity/' 

The  united  action  of  the  banks  composing  the  clearing  house  of  New  York  in  1857, 
1860,  and  1861,  and  at  various  times  since  then,  by  the  issue  of  clearing-house  cer- 
tificates, of  which  the  last  familiar  instance  was  in  1893,  proved  of  the  greatest 
benefii,  not  only  to  New  York,  but  to  all  the  country.  This  action  was  without  any 
special  legal  authority,  and  it  is  evident  that  if  our  clearing  houses  are  incorporated 
under  a  general  law,  and  made  part  of  our  banking  system,  that  we  would  have 
the  machinery  ready  for  action  all  over  the  country  to  meet  any  financial  crisis, 
and  that  not  a  day's  delay  need  occur  before  it  is  announced  that  adeauate  provisions 
have  already  been  made  for  any  emergency.  The  united  action  of  the  associated 
banks  of  the  United  States  tiirough  their  clearing  houses  would  always  establish 
erediti  and  this  resource  would  always  be  at  hand  if  the  clearing  houses  were  incor- 
porated into  our  bauking  system  by  act  of  Congress.  It  is  to  Congress  the  country 
must  look  for  appropriate  legislation  to  include  all  banking  operations  under  (Gov- 
ernment snx>ervision,  so  that  in  fact,  as  well  as  in  name,  we  shall  have  a  national 
banking  system. 

Bepuolioan  ideas  have  thus  far  controlled  the  development  of  our  banking  system. 
Under  the  guidance  of  the  principles  contained  in  the  Declaration  of  Independence 
the  monetary  system  of  the  United  States  has  reached  a  point  which  is  in  certain 
particulars  in  advance  of  that  of  any  other  nation  in  the  world.  In  the  character- 
istics of  general  banking  laws  and  governmental  inspection  and  uniform  and  com- 
plete statistical  reports  no  other  country  has  reached  our  degree  of  theoretical 
advance.  We  need  but  to  add  the  capstone  of  association  under  a  general  law  with 
governmental  supervision  to  make  our  system  not  only  the  best  in  the  world,  but 
the  most  Sclent  instrument  possible  for  the  development  of  the  resources  of  our 
land.  And  this  last  step  is  preeminently  republican,  for  it  leaves  the  individual 
banks  free  and  independent,  and  yet  organizes  them  into  strong  bodies  by  means 
of  incorporated  deanng  houses.  A  bankmg  system  so  formed  would  last  as  long  as 
the  principles  of  representative  government. 

Having  thus  considered  the  incorporation  of  clearing  houses  under  a  national  law 
as  neoessaiy  to  oomplete  the  national  banking  system,  we  will  now  discuss  snob 
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inooTporatlon  as  ft  meftsme  ''to  protect  and  mpport  oommoroiftl  oredity  and  aqtuJIco 
rates  of  interest." 

A  bill  which  has  this  for  its  first  stated  object,  not  only  proposes  to  do  that  whioh 
the  entire  bnsiness  oommnnity  mast  approve  of,  bat  it  implies  tiiiat  commercial  credit 
is  now  unprotected  and  ansnpported,  and  that  there  Is  need  of  some  additional 
agencies,  other  than  those  at  present  in  exlBtence,  to  folly  and  |>erfectly  accomplish 
this  most  dcYoatly  to  be  desired  resnlt.  The  argament  on  which  this  bill  is  based 
iB  so  simple  that  it  can  be  stated  in  a  single  sentence,  bat  the  subject  is  so  large  that 
Tolumes  coald  be  written  in  elacidation  of  it.    In  a  sentence,  it  is  this: 

Panics  or  failures  of  commercial  credit  come  apon  the  basiness  commnnity  with 
nnwelcome  frequency,  and  an  ample  safeguard  against  their  destructive  effect  would 
be  provided  by  incorporating  clearing  houses  under  United  States  laws,  with  power 
to  issue  currency  on  pledge  of  eonvertible  collateral  security  to  banks  applying  for 
such  accommodation.  It  is  evident  also  that  any  system  which  is  able  to  bear  a 
great  strain  can  with  greater  ease  bear  a  lesser,  and  if  the  system  of  incorporating 
clearing  houses  could  avert  panics,  it  could  also  avert  money  pressures  of  less  mag- 
nitude and  meet  the  requirements  of  busy  seasons  as  well,  and  thus  attain  tiie  great 
desideratum  of  equalizing  rates  of  interest  throughont  the  year,  and  from  one  end 
of  the  country  to  the  other,  so  that  business  men  should  not  be  compelled  to  pay 
hi^h  rates  of  interest  for  money  in  any  part  of  the  country  only  because  business  is 
brisk,  or  those  in  one  part  of  the  eount^  be  compelled  to  pay  a  muoh  higher  rate  of 
interest  than  those  living  in  another. 

«  •  •  «  «  •  • 

As  the  lesser  is  contained  in  the  greater,  we  most  oonsider,  for  a  proper  imder- 
standing  of  the  objects  of  this  bill,  the  nature  of  the  failures  of  oommercial  credit, 
called  panics,  and  the  two  methods  of  their  cure. 

Panics  are  occasional  failures  of  confidence  which  are  inseparable  from  an  unpro- 
tected credit  system.  The  credit  system  may  be  said  to  have  begun  in  Eneland  by 
the  chartering  of  the  Bank  of  England  in  1694.  Two  years  later  Bank  of  England 
notes  were  at  20  per  cent  discount,  and  the  bank  stopped  payment  thereon  in  coin 
(Adam  Smith,  Book  II,  Chap.  II).  So  it  appears  that  two  years  after  the  modem 
credit  system  was  established  there  was  a  lallure  of  confidence,  and  we  have  been 
having  a  repetition  of  the  same  experience  ever^  few  years  from  that  time  to  the 
present  day,  intensified  because  of  the  isolation  of  banks. 

The  cause  is  not  far  to  seek.  We  give  credit  to  an  order  or  promise  to  pay  of  a 
government,  individual,  corporation,  or  bank.  A  bank  will  print  a  circulating  note 
to  read:  "We  promise  to  pay  on  demand  one  dollar,''  or  will  receive  deposits  and 
promise  to  pa^  them  on  demand,  and  if  we  believe  the  bank  can  and  will  do  as  it 

g remises  we  give  it  credit.  But  we  know  all  the  time  that  the  bank  only  keeps  on 
and  in  cash  25  per  cent  of  its  promises  to  pay.  Everybody  knows  that;  but  in  an 
intelligent  community — and  credit  is  only  possible  in  such — the jeiving  of  this  credit 
is  accepted  and  recognized  as  reasonable  and  right,  and  the  sufficiency  of  a  Reserve 
of  ^  per  cent  is  believed  to  be  as  good  for  all  practical  purposes  as  keeping  in  hand 
the  entire  amount. 

But  not  only  banks  and  governments  promise  to  pay  money  whioh  they  have  not 
in  hand,  but  all  basiness  is  conducted  on  the  principle  of  a  reserve,  which  are  other 
words  for  the  credit  system.  The  merchant,  manufacturer,  and  business  man  gen- 
erally all  promise  to  pay  in  the  future  the  money  proceeds  of  commodities  which 
are  yet  unmanufactured  and  unsold,  and  enough  cash  onlv  is  kept  on  hand  to  meet 
present  requirements.  By  means  of  the  credit  system  the  amount  of  business  is 
enormously  increased.  ''Credit,''  said  Daniel  Webster,  ''has  done  more  a  thousand 
times  to  enrich  nations  than  all  the  mines  of  all  the  world." 

But  let  something  unusual  happen — a  war  or  other  disaster — then  the  insuffloiency 
of  the  reserve,  under  the  exceptional  conditions  of  a^  one  bank,  is  brought  to  men^ 
minds  with  startling  vividness.  Credit  vanishes.  Fulfillment  of  the  m>ligation  is 
demanded. 

A  withdrawal  of  10  per  cent  of  deposits  is  sufficient  to  throw  the  whole  banking 
system  of  the  country  into  confusion.  In  1884  the  failure  of  the  Metropolitan  Bank 
and  other  circumstances  caused  such  a  withdrawal  and  the  consequent  panic.  In 
1893  the  silver  scare  and  in  1895  the  Venezuela  message  have  done  the  same  thing. 
These  troubles  are  not  due  only  to  the  bank  failures,  the  silver  question,  and  the 
Venezuela  message,  but  to  inherent  defects  in  our  system,  in  banks  having  no  safe 
and  sure  means  ^  supporting  each  other.  Therefore  the  Irue  mode  of  procedure  is 
to  oure  the  system  so  that  it  can  in  the  future  meet  similar  emergencies  and  not  be 
overwhelmed  by  tiiem. 

With  only  25  per  cent  it  is  of  course  impossible  to  pay  100  per  cent  in  a  day ;  and 
when  a  panic  occurs  a  struggle  to  realize  on  investments  takes  place,  prices  fall, 
payment  of  debts  is  demanded,  failures  are  precipitated,  ending  in  liquidation, 
which  is  commercial  death  and  decomposition.    This  is  a  paniC|  and  is  as  nothing  t-o 
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bankB  whieli  asually  oome  ont  whole  as  oompared  with  the  damage  lesnlting  to  the 
people.  Every  such  oconrrence  oanses  distress  to  fiftmilies  and  sets  whole  commimities 
back  by  destroying  prodactive  business  and  obliterating  accumnlated  capital.  The 
loss  to  this  oonntry  by  the  panic  of  1837  was  then  estimated  at  six  thousand  million 
dollars.    This  was  the  greatest  monetary  panic  which  the  world  has  ever  seen. 

The  loss  resulting  from  every  money  panic  is  inoalculablCi  but  it  falls  on  the  busi- 
ness community,  and  not  on  the  banks.  •  Consequently,  when  bank  officers  are  asked 
to  prepare  a  banking  scheme  they  suggest  a  plan  like  that  known  as  the  Baltimore 
pUm,  whioh  is  meant  to  work  for  the  benefit  of  banks. 

•  «  •  •  «  •  • 

McLeod  says :  ''In  the  modem  system  of  dealing  with  panics,  called  the  expansive 
method  of  credit,  it  is  indispensably  necessary  that  there  should  be'some  source  to 
create  and  issue  solid  credit  to  sustain  solvent  houses  in  a  monetary  panic.''  This 
is  in  accordance  with  the  ofben-quoted  sentence  of  the  Bullion  Report  of  1810  to  the 
British  Parliament,  the  greatest  financial  document  whioh  was  ever  written.  "An 
enlarged  accommodation  is  the  true  remedy  for  that  occasional  failure  of  confidence 
to  which  onr  system  of  paper  credit  is  unavoidably  exposed."    «    •    » 

The  bill  is  intended  to  allay  or  prevent  panics'  and  equalize  interest  charees  by 
providing  a  means  whereby  banks  can  meet  the  demands  caused  by  failures  of  confi- 
dence in  the  credit  system  without  putting  the  screws  on  the  business  community 
and  thereby  precipitating  a  panic  on  the  country. 

It  is  hardly  necessary  to  attempt  to  prove  that  an  enlarged  accommodation  to  sol- 
vent houses  will  allay  a  panic.  A  panic  is  caused  by  the  fear  that  the  reserves  will 
be  exhausted  and  that  there  wiU  not  be  enough  money  to  meet  aJ]  demands.  If  a 
large  amount  of  fresh  money  can  be  had,  all  fears  will  be  removed.  If  that  amount 
Is  practically  inexhaustible,  and  in  such  currency  as  can  not  &il  to  be  good  in  the 
wildest  panic,  then  the  panic  itself  is  at  an  end. 

Our  only  resource  in  this  country  is  to  combine  our  banks  into  groups,  and  thus 
secure  a  responsibility  equal  to  tiie  aggregate  capital  of  all  the  associated  banks. 
This  can  be  done  by  incorporating  clearing-house  associations  in  the  manner  described 
in  the  bill  under  United  States  law,  which  shall  give  to  clearing  houses  tibe  power 
needed.  By  this  means  the  banks  will  be  provided  with  a  way  by  whioh  the^  may 
secure  circulating  notes  of  a  credit  so  solid  that  it  never  can  be  doubted  m  the 
wildest  panic.  The  pressure  would  then  be  taken  off  the  business  community  and 
placed  upon  the  banks  as  part  of  their  legitimate  work. 


Appendix  P. 

TTnitbd  States  Tbeasuet  Depabtment, 

Oppiob  op  Government  Actuabt, 

Washington^  D.  0.j  January  15 j  1896. 

IXbar  Sib  :  In  compliance  with  your  request  of  the  10th  instant,  I 
inclose  the  accompanying  table,  the  first  column  of  which  shows  the 
net  gold  in  the  Treasury  as  of  January  1  of  each  year  from  1879  to 
1896,  inclusiye. 

The  second  column  shows  the  average  rates  of  interest  paid  by  the 
United  States  on  its  interest- bearing  debt,  and  is  obtained  by  com- 
paring the  total  principal  of  such  debt  annually  with  the  oorresx>ond- 
ing  annual  interest  charge. 

The  interest  charge  is  found  according  to  the  method  adopted  by  the 
Secretary  in  his  annual  report. 

The  tlurd  column  shows  the  annual  interest  at  such  average  rate. 

The  fourth  column  shows  the  amounts  that  each  of  these  annual 
sums  will  yield  compounded  at  the  average  annual  rates  down  to 
Ja&oary  Ij  1A96. 
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In  other  words,  the  fourth  ooltunn  shows  the  sum  that  would  have 
been  saved  to  the  United  States  in  interest  had  the  net  gold  in  the 
Treasury  been  used  to  reduce  the  public  debt  in  the  corre8i>ondiiig  year. 
Very  respectfully, 

Jos.  S.  MoOoT, 
Hon.  James  H.  Eoeels,  Oovemment  Actuary. 

Comptroller  of  the  Currency. 


Jttitiaiy  1— 


Net  gold  in 
Treasury. 


ATerase 

rate  of 

Inteireiit. 


▲nanal  Int0r> 
eat. 


Total  ftator- 
eataaof  Jan- 
nary  1,1896, 
oompoaiidea 
annnally 
■taTflcago 
rata. 


1879. 
1880. 
1881. 
1882. 
1H83. 
1884. 
1885. 
1886. 
1887. 
1888. 
1889. 
1890. 
1891. 
1892. 
1893. 
1894. 
1896. 
1880. 


$114. 
146, 
150, 
167, 
181, 
165, 

Ml, 
W7, 
170, 
208, 
203, 
190, 
148, 
130, 
121, 
80, 
86, 


193,860 
194,182 
213,716 
429,348 
989.758 
429,609 
688,432 
991,809 
912,414 
608,180 
885,219 
833,062 
972,986 
740, 631 
266,663 
891,600 
244,445 
262,268 


4.649 
4.619 
4.675 
8.918 
8.843 
8.907 
3.980 
8.071 
4.089 
4.102 
4.067 
4.066 
8.869 
8.913 
8.913 
4.008 
4.069 


Total 


16,808, 
6, 762, 
6,872. 
6,650, 
6,072, 
6,072, 
6,668, 
6i87e, 
8,988, 
8,667, 
8,»2. 
T,740, 
6,763. 
6.116, 
4,746. 
8.242. 
B,609. 


849.81 

709.27 
277.50 
881.66 
366.40 
634.43 
365.38 
764.74 
608.60 
106.48 
011.86 
188.60 
76-186 
880.80 
164.63 
135.88 
286.47 


$10,024,600 

12, 187, 990 

11, 861, 090 

10,895,060 

8,112,720 

0, 347, 340 

8,247,090 

8,371,860 

9,564,000 

11,249,180 

10.474,000 

0,896,480 

6,736,490 

6,764.110 

6.186,170 

8,374,060 

8,609.286 


144,241,656 


Appended  Q. 

If  the  banks  were  allowed  to  issue  circulation  up  to  the  par  value  of 
their  bonds,  and  the  whole  of  the  1  per  cent  tax  on  circulation  was 
removed,  the  profit  to  banks  under  those  conditions  and  under  the 
Walker  bill  is  shown  as  follows : 


TJsliig  4  pereent  20-year  bonda,  Feb.  1, 1896, 
at  11.100  profit  or  loaa  on  dronlation, 

would  be 

Under  Walker  biU 

Using  4  per  cent  29-yeftr  bonds,  paying  2^ 
per  cent,  or  at  130.8749  profit  or  loss  on 

olronlAtion,  woold  be 

Under  Walker  bUl 


In  4  per  cent 
localities. 


Gain. 


2.06 
1.87 


1.797 
1.87 


Loss. 


In  6  per  oent 
localities. 


In  8  per  oent 
looalitieB. 


Gain. 


2.69 
8.87 


1.248 
2.87 


Loss. 


Gain. 


8.41 
8.87 


.655 
8.87 


Loss. 


InlOperoent 
lociUitieB. 


Gain. 


8.12 
4.07 


.027 
4.87 


These  figures  show  that  by  using  United  States  bonds  bought  at  the 
prices  obtained  by  the  Government  when  its  credit  was  depreciated,  as 
on  February  1, 1896,  the  profit  to  bankers  on  circulation,  provided  they 
can  get  currency  notes  up  to  the  face  value  of  their  bonds  and  also  be 
relieved  of  the  1  per  cent  tax  on  circulation  at  1.11  for  bonds,  would  be 
as  follows: 

In  4  per  oent  looalitieo  the  profit  would  be  9.67  pejr  cent  more  th«n  in  6  per  oent 
lAoalitieft. 
Under  the  Walker  bill  it  wonld  be  53.47  per  oent  leoo  than  in  6  per  cent  looalitieB. 
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In  4  per  cent  localities  the  profit  would  be  22.41  per  oent  more  than  in  8  per  cent 
localitieB. 

Under  the  Walker  bill  it  woald  be  106.96  per  cent  lees  than  in  8  per  oent  localities. 

In  4  per  cent  localities  the  profit  would  be  39.15  per  cent  more  than  in  10  per  cent 
localities. 

Under  the  Walker  bill  it  wonld  be  160.42  per  cent  less  than  in  10  per  cent  localities. 

When  the  credit  of  the  Government  is  normally  good,  and  the  bonds 
sell  at  prices  paying  the  purchaser  2^  per  cent,  or  at  130.8749^  the  profit 
to  banks  on  this  currency  wonld  be  as  follows: 

In  4  per  cent  localities  the  profit  wonld  be  43.99  per  cent  more  than  in  6  per  cent 
localities. 

Under  the  Walker  bill  it  woald  be  50.47  per  cent  less  than  in  6  per  cent  localities. 

In  4  per  cent  localities  the  profit  would  be  174.35  per  cent  more  than  in  8  per  cent 
localities. 

Under  the  Walker  bill  it  woald  be  106.95  per  cent  less  than  in  8  per  cent  localities. 

In  4  per  cent  localities  the  profit  would  be  6565.55  per  cent  more  than  in  10  per  cent 
localities. 

Under  the  Walker  bill  it  would  be  160.42  per  cent  less  than  in  10  per  cent  localities. 

CALCULATIONS  OP  PROFIT  ON  CIRCULATION  PROVIDING  THE  TAX  ON 
CIRCULATION  IS  WHOLLY  REPEALED  AND  THE  BANKS  ARE  ALLOWED 
TO   TAKE    OUT  CURRENCY   NOTES    TO    THE    PAR  VALUE   OF    THEIR 

BONDS. 

United  States  4  per  cent  hands  of  19£5, 

[Bold  l^bnury  1, 1896,  for  111.100;  money  at  4  per  oent.] 

$100,000  fours  at  ULIOO  interest $4,000.00 

Circulation  100  per  cent  on  par  value $100. 000.00 

Deduct  5  per  cent  redemption  fund 5,000.00 

Lomable  circulation 95,000.00 

At  4  per  cent 3,800.00 

Gross  receipts 7,800.00 

Deduct — 

AnTinftl  cost  of  redemption $137.48 

Express  charges 3.00 

Cost  of  plates  for  circulation 7.50 

Agents' fees 7.50 

Examinations 43.00 

Sinking  fund  reinvested  quarterly  to  liquidate  premium . .  204. 45 

402. 93 

Net  receipts 7,397.07 

$111,100  loaned  at  4  percent 4,444.00 

Profit  on  circulation 2,953.07 

Profit  on  maximum  circulation  obtainable,  2.95  per  cent. 

United  States  4  per  oent  lends  of  19X6, 
[Sold  Tebmary  1, 1898,  for  111.100;  money  at  8  per  oent.] 

$100,000  fours,  at  111.100  interest $4,000.00 

Circulation,  100  per  cent  on  par  value $100,000.00 

Deduct  5  per  cent  redemption  fund 5, 000. 00 

Loanable  circulation 95,000.00 

At  6  per  cent 5,700.00 

Gross  receipts 9,700.00 

Deduct — 

Expenses $198.48 

Sinxliig  fund  (reinvested  quarterly)  to  liquidate  premium .  144. 02 

342.50 

Net  receipts 9,357.50 

$111,100  loaned  at  6  per  cent 6,666.00 

Profit  on  circulation 2,691.50 

Profit  on  maximnm  circulation  obtainable,  2.69  per  cent. 
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United  StaUs  4  per  omi  himd9  cf  1926, 

[S<Hd  February  1, 1890,  for  111.100;  money  at  8  per  cent.] 

$100,000  foow  at  111.100  intereat $4^000.00 

Cironlatioii,  100  per  cent  on  par  value $100,000.00 

Deduct  5  per  cent  redemption  fund 5,000.00 

Loanable  circulation 95, 000. 00 

At  8  per  cent .'. 7,600.00 

Grow  receipts .' 11,600.00 

Deduct — 

Expenses $198.48 

Sinldng  fond  (reinvested  quarterly)  to  liquidate  premium  99. 22 

297.70 

Net  receipts 11,302.30 

$111,100  loaned  at  8  per  cent 8,888.00 

Profit  on  circulation '• 2,414.30 

Profit  on  Tfn^THmnm  circulation  obtainable,  2.41  per  cent. 

VniUA  States  4  per  cent  bonds  of  19B6, 

[Sold  February  1, 1890,  for  lU.lOO;  money  at  10  per  ceol] 

$100,000  fours  at  111.100  interest $4,000.00 

Circulation,  100  per  cent  on  par  value $100,000.00 

Deducts  per  cent  redemption  fund 5,000.00 

Loanable  circulation 95,000.00 

At  10  per  cent 9,500.00 


Gross  receipts « 13,600.00 

Deduct — 

Expenses $198.48 

Sinking  fund  (reinvested  quarterly )  to  liquidate  premium .  67. 12 

265.60 


Net  receipts 13,234.40 

$111,100  loaned  at  10  per  cent 11,110.00 

Profit  on  circulation 3,124.40 

Profit  on  maximum  circulation  obtainable,  2.12  per  cent. 

United  States  4  per  cent  bonds  of  19$S. 

[Vebmary  1, 1800,  at  a  price  to  realise  2^  per  cent  to  investor }  money  at  4  per  oont.] 

$100,000  fours  at  180.8749  interest $4,000.00 

Circulation,  100  per  cent  on  par  value $100,000.00 

Deduct  5  per  cent  redemption  fund 5,000.00 

Loanable  circulation 95,000.00 

At  4  per  cent 3,800.00 


Gross  receipts 7,800.00 

Deduct — 

Expenses $198.48 

Sinking  fund  reinvested  quarterly  to  liquidate  premium . .  568. 70 

767. 18 


Net  receipts 7,032.812 

$130y874.90  loaned  at  4  per  cent 5,235.00 

Gain  on  circulation •.•••••••••••.  1,797.82 

Gain  on  maximum  circulation  obtainable,  1.80  per  cent. 
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Umited  Siaiea  4  per  e&nt  h<md$  of  19$6. 
[Vebnwrj  1, 1896^  at  %  price  to  re«Ufle  3^  per  cent  to  inyestor ;  money  At  6  per  oent.] 

$100,000  fonM  at  130.8749  interest $4,000.00 

CircDlfttion,  100  per  cent  on  par  value $100,000.00 

Dednct  5  per  cent  redemption  fond 5,000.00 

Loanable  oironlation 95,000.00 

At  6  per  oent 5,700.00 

Groee  receipte 9,700.00 

Deduct— 

Expenses $198.48 

Sinking  fund  reinrested  quarterly  to  liquidate  premium . .  400. 61 

599.09 

Net  receipts 9,100.91 

$190,874.90  loaned  at  6  per  cent 7,852.49 

Profit  on  circulation 1,248.42 

Profit  on  nmximnm  oironlation  obtainable^  1.25  per  cent. 

United  SUUea  4  per  cant  donda  of  19B6. 

[February  1, 1800,  at  a  prioe  to  reellse  2|  per  oent  to  investor;  money  at  8  per  oent] 

$100,000  fours  at  130.8749  intetest $4^000.00 

Circulation,  100  per  cent  on  par  Yalne $100,000.00 

Deduct  5  per  cent  redemption  fund 5,000.00 

Loanable  circulation 95,000.00 

At  8  per  cent Z 7,600.00 

Grossreoeipts 11,600.00 

Deduct — 

Expenses : $198.48 

Sinking  fund  reinrested  quarterly  to  liquidate  premium .  275. 97 

474. 45 

Netrecdpts i 11,125.55 

$180,874.90  loaned  at  8  per  cent 10,469.99 

I^Dofit  on  oironlation..  ••.•  ..••.«.•*•............•....••••••••••••••       655.56 

Profit  on  maximnm  oironlation  obtainable,  0. 66  per  cent.. 

UMUd  States  4  per  oent  bonds  of  19t6. 
[Tebroacy  1, 1800,  at  a  ptiee  to  realise  2|  per  oent  to  investor ;  money  at  10  per  oeint.l 

$100,000  fours  at  130.8749  interest $4,000.00 

Circulation,  100  per  cent  on  par  yalue $100,000.00 

Deduct  5  per  oent,  redemption  fund 5,000.00 

Loanable  circulation -. 95,000.00 

AtlOpercent 9,500.00 

Grossreoeipts 18,500.00 

Deduct — 

Expenses $198.48 

Sinking  fond  (reinvested  quarterly)  to  liquidate  premium .  186. 69 

385. 17 

Netreoeipts 18,114.83 

$130, 874. 90 loaned  at  10 per  cent 13,087.49 

Profit  on  oiroBlation •••         27.34 

-Profit  on  nuudanm  eiioolatlon  obtainable,  0.03  per  oMitt 
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APPBNDIX  B. 

[Cop7  of  a  letter  fix>iii  ft  praminent  bttuker  in  the  West.] 


-,  Ma/roh  23^  1896. 


DBAS  Snt:  In  reply  to  yours  of  the  20th  instant,  I  beg  to  say  that 
the  snbstantial  factts  concerning  the  incident  you  refer  to  are  as  follows: 

In  the  late  sauimer  or  early  fall  of  1893  an  Illinois  national  bank, 
which  was  a  Gk)vemmeDt  depository,  was  directed  by  the  Secretary  of 
the  Treasury  to  pay  to  the  treasurer  of  the  United  States  at  New  York 
$25,000  of  the  GK>vemment  funds  then  on  deposit  in  the  Illinois  bank. 
This  bank  then  had  plenty  of  money  to  its  credit  in  a  New  York  City 
bank,  and  it  immediately  sent  a  draft  on  its  New  York  bank  for  the 
$25,000  to  the  United  States  treasurer  at  New  York.  This  drafb  was 
duly  received  and  presented  for  payment  by  the  treasurer.  The  New 
York  bank  refused  to  pay  it  in  anything  but  cleariug-house  certificates, 
according  to  the  custom  then  prevailing  in  New  York.  The  treasurer 
revised  to  receive  the  certificates,  but  demanded  currency,  and  this 
being  revised  the  draft  was  protested,  and  the  Illinois  bank  was  com- 
pell^  to  obtain  a  change  in  the  Secretary's  order  so  as  to  pay  the  money 
to  the  United  States  treasurer  at  St.  Louis.  This  being  done,  a  draft  on 
its  St.  Louis  correspondent  was  sent  to  the  treasurer  at  St.  Louis,  and 
was  promptly  paid  in  currency  on  presentation. 

These  are  the  facts.   The  precise  dates  I  can  not  give,  and  the  names 
of  the  banks  I  prefer  not  to  mention. 
Yours,  truly, 


Hon.  J.  H.  Walkbb 


Chairma/n,  Commtttee  an  Bamking  <md  Ourrencjfm 


Appendix  S. 


8HKBKAK  SILVSR  LAW. 


Period. 


Six  months  ending— 

Deo.  81,1890 

June  30, 1891 

Dec  81,1891 

June  30, 1892 

Deo.  81,1892 

Jnne30,1893 

Deo.  81,1893 

Four  months  ending  Nov.  1, 1803 
Two  months  ending  Deo.  31, 1893 
Six  months  ending — 

-^une30,1894 

Deo.  81,1894 

June  SO,  1895 

Deo.  31,1895 

Fxom  Not.  1, 1893,  to  Jan.  1, 1896  . 


Onnoes  of  silver$4,000,  - 
000  would  havehonght 
and  dollars  it  woold 
have  coined. 


Fine 
onnoes. 


21, 
24, 

24, 
26, 

28. 
28, 
33, 
21, 
11, 

87, 
37, 
37, 
35, 
159, 


957,908 
004, 636 
591,837 
847,467 
224,772 
751, 125 
129, 050 
746. 552 
382,498 

708, 697 
808. 438 
536,223 
548, 717 
984,573 


Coinage 
Talne. 


$28,890,022 
31, 036, 296 
81,795,506 
34.711,874 
36, 492, 634 
37,183,269 
42,  833, 517 
28,116,753 
14,716,764 

48,256,464 
47,944,166 
47, 664, 770 
45, 972, 001 
204,554,164 


Onnoes  of  8OTer|2,000,- 
000  wonld  have  bough  t 
and  dollars  it  woald 
have  coined. 


Fine 
ounces. 


10,978,958 
12, 002, 822 
12,  295, 918 
13,423,788 
14,112,385 
14, 375, 562 
16, 565. 023 
10, 873, 775 
6,691,248 

18,854,848 
18,904,217 
18, 768. 110 
17,774,363 
79,992,286 


Coinage 
value. 


$14,196,009 
15,518,147 
15, 897. 801 
17, 355, 936 
18, 246, 321 
18, 591, 633 
21,416,757 
14,058,376 
7.358,682 

24,128,231 
23,972,082 
23,832,384 
22,086.000 
102,277,879 


Amount  of 
Treasury 

notea 
required 

to  buy 

4,500,(»0 

ounces  of 

silver. 


$29,670,400 
27, 012, 240 
26,861,000 
24,149,420 
22.961,610 
22,541,800 
19,571,785 
13,246,270 
6,326,516 

17,211,280 
17,145,585 
17,805,460 
18,229,860 
76.217.660 


Had  the  Bland- Allison  bill  been  reenacted  for  the  bill  enacted  on 
November  1, 1893,  repealing  the  purchase  clause  of  the  silver  law  oi 
July  14, 1890,  as  there  was  a  desperate  eliort  made  in  the  House  of 
Eepresentatives  to  do,  there  would  have  been  coined  silver  dollars,  wlfli 
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less  than  50  cents  worth  of  silyer  in  them,  amounting  to  $26,059,7299 
in  the  twenty-eight  months  between  l^oyember  1,  1893,  when  it  was 
repealed,  and  January  1, 1896,  over  and  above  the  Treasury  notes  that 
would  have  been  issued  under  that  clause  had  it  not  been  repealed. 

Had  a  Secretary  of  the  Treasury  ayaOed  himself  of  his  right  under 
the  Bland- Allison  bill  to  haye  bought  his  $4,000,000  worth  of  silyer  a 
month,  there  would  haye  been  $128,336,514  of  less  than  half  yalue  put 
in  circulation  more  than  of  Treasury  notes  that  would  haye  been  put 
in  circulation  had  the  purchase  clause  of  the  silyer  law  of  July  14, 1890, 
not  been  rei)ealed. 

While  the  enactment  of  the  silyer  law  of  July  14, 1890,  can  not  be 
justified  upon  any  ground  of  sound  economics,  it  was  one  of  the  wisest 
measures  that  sound  statesmanship  has  accomplished  in  thelast  twenty 
years,  under  the  circumstances  under  which  it  was  passed.  It  was  a  step 
absolutely  necessary  to  try  the  experiment  of  buying  and  using  the 
American  product  of  silyer,  which  the  people  were  determined  to  use  in 
some  form,  and  in  securing  the  repeal  of  the  hundredfold  more  yicious 
Bland- Allison  law,  which  a  determined  effort  was  made  to  reenact  in  the 
place  of  the  bill  repealing  the  purchase  clause  of  the  Sherman  law. 


Appendix  T. 
jucKJLiNa  WITH  FiauBsa 

[dronlar  of  m  New  York  bond  brokflr*] 

From  10  to  12  x>er  %  per  annum  in  circulation. 

Oppiob  op & 


Dealebs  in  United  States  Bonds, 

New  Yoak,  March  19^  1896. 
To  the  National  Banks: 

The  opportunity  now  exists  whereby  from  10  to  12  per  cent  can  be 
reiJized  on  eyery  dollar  inyested  in  circulation  based  on  United  States 
flyes  due  in  1904,  or  United  States  fours  due  in  1925.  This  is  an  opx>or' 
tunity  which  the  national  banks  should  take  adyantage  of  without 
hesitation,  as  in  no  other  possible  way  can  such  rates  of  interest  be 
secured  absolutely  without  risk.  The  supply  of  bonds  at  present  quo- 
tations is  limited,  and  it  therefore  behooyes  the  banks  to  act  promptly 
in  order  to  secure  the  full  adyantage  of  the  transaction.  We  apx>end 
comparatiye  table  showing  results  of  circulation  based  on  fours  and 
flyes,  with  money  at  6  and  4  per  cent. 

We  are  prepared  to  name  rates  at  which  we  will  supply  any  issue  of 
Goyemments  and  carry  90  per  cent  of  the  face  yalue  until  circulation 
can  be  prepared. 

Very  truly,  ^— —  -.— ».  &  —.i.  ^ 

[See  pages  70  to  74.] 
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Apfbnbix  it. 

(TIm  Jooraal  of  Oonmeree  and  Oommerdal  Bnlletlii,  10  BeaTtr  Btzeet  sod  64  New  ttrwt.] 

New  Tobk,  March  31y  1896. 


Dbab  Sib  :  HaYing  ^ven  pablio  expressioii  to  certain  views  relating 
to  the  origin  and  remedy  of  the  embarrassments  of  the  United  States 
Treasury,  arising  from  the  nnasnal  conversions  of  notes  dnring  the  last 
three  yesus,  it  has  been  suggested  that  I  should  lay  the  same  before 
the  Oommittee  on  Banking  and  Onrrenoy  for  their  consideratiou. 

Accordingly^  I  beg  permission  to  place  in  your  hands  the  inclosed 
mannscript,  for  such  disx>osal  as  may  seem  to  you  most  proper,  and  have 
the  honor  to  remain, 

Tours,  respectfully^  W.  Dodswobth. 

Hon.  J.  H.  Walkxb, 

Cfhaimum  OammiUee  cm  Banking  and  Owrrmog. 


THB  TBBASUBY  QX7BSTI0N— ITS  OSiaiN  AND  SOLUTION. 

The  nature  of  the  embarrassments  of  the  United  States  Treasury  in 
connection  with  its  demand  notes  is  sufficiently  understood  to  need  no 
veiy  extended  definition.  Briefly  stated,  it  consists  in  the  inability  of 
the  Treasury  to  maintain  its  gold  reserve  at  an  amount  large  enough  to 
command  public  confidence  in  its  ability  to  redeem  its  outstimding 
$484,000,000  of  legal-tender  notes.  Failure  to  maintain  such  redemp- 
tion would  necessitate  the  use  of  silver  in  payment  of  the  notes;  and 
redemption  in  silver  would  involve  the  depreciation  of  our  entire  legal 
tender  and  bank  currency  to  the  level  of  the  concurrent  market  value 
of  silver  bullion,  or  to  about  one-half  of  the  now  current  value  of  those 
notes.  The  effect  of  such  a  depreciation  of  the  paper  legal  tender 
would  necessarily  be  to  double  the  prices  of  commodities  and  other 
properties;  and,  following  the  universally  applicable  Gresham  law,  to 
drive  out  of  the  country  the  higher  valued  gold  money,  estimated  at  over 
$600,000,000  in  amount.  The  purchasing  power  of  our  legal  tenders, 
bank  notes,  and  silver  money,  aggregating  $1,125,000,000  would  thereby 
be  reducea  one-half,  which,  added  to  the  export  or  withdrawal  from 
circulation  of  the  $600,000,000  stock  of  gold,  would  make  a  reduction 
of  $1^162,000^000  in  the  effective  or  purchasing  power  of  our  total  cir- 
culation. We  should  thus  have  the  gold  valuation  of  our  currency 
reduced  by  one-half.  That  50  per  cent  depreciation  in  the  value  of  the 
drcnlating  medium  would  call  for  a  duplication  in  the  prices  of  the 
proi>erty  which  the  money  would  be  used  to  transfer.  In  other  words, 
the  purchasing  power  of  the  currency,  as  compared  with  the  money 
amount  of  exchanges  to  be  effected,  would  be  one-third  of  what  it  is  at 
present.  At  the  same  time  the  cash  reserves  of  the  national  banks, 
which  now  range  at  about  $350,000,000,  would  need  to  be  immensely 
increased  owing  to  the  expansion  of  the  deposits  consequent  upon  the 
general  inflation  of  prices,  which  must  involve  a  destructive  conflict 
between  the  monetary  necessities  of  the  banks  and  those  of  retail  com- 
merce— ^a  conflict  which  would  end  in  an  absolute  overthrow  of  credit 
and  of  commerce.  This  diagnosis  is  an  application  of  the  principles 
commonly  recognized  among  economists  as  governing  currencies. 

Such  results  mean  an  extent  of  industrial,  commercial,  and  financial 
disorganization  to  which  the  worst  currency  panics  of  history  aftbrd 
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DO  parallel,  not  even  excepting  the  experience  of  France  under  the 
assignats,  nor  that  of  Bussia  under  her  earUer  issues  of  <<  credit  bills,'' 
nor  the  repeated  crises  of  England  in  the  earlier  stages  of  her  banking. 
It  might  seem  extravagant  to  suggest  such  possibilities  were  it  not 
inevitable  that  all  this  must  be  the  logical  result  of  a  final  failure  to 
remedy  the  recurring  dangerous  invasions  of  the  Treasury  gold  redemp- 
tion fund.  These  brief  explanations  may  sufficiently  indicate  the  nature 
of  the  derangements  that  now  embarrass  the  Treasury.  They  at  the 
same  time  illustrate  the  extreme  gravity  of  the  dangers  inseparable 
firom  a  legal-tender  currency  issued  in  large  volume  by  a  government. 

n. 

The  remedy  of  this  state  of  affairs  has  been  greatly  obstructed  by 
misconceptions  as  to  the  true  cause  of  the  difficulty. 

1.  Both  in  Congress  and  out,  it  has  been  persistently  maintained  that 
the  gold  reserve  has  been  systematically  drained  by  an  excess  of  ordi- 
nary disbursements  over  receipts,  and  upon,  that  assumption  the 
remedy  has  been  sought  through  a  bill  proposing  to  materially  increase 
the  duties  upon  imports.  The  insufficiency  of  the  revenue  for  many 
months  past  is  nowhere  questioned.  The  Secretary  of  the  Treasury,  in 
his  last  annual  report  (p.  lh),  states  that  '^  the  total  excess  of  expend- 
itures over  receipts  trom  July  1,  1893,  to  December  1,  1895,  was 
9130,221,023;"  but  neither  in  that  document  nor  in  any  other  financial 
report  is  there  a  word  or  a  figure  to  show  that  any  part  of  that  deficit 
was  paid  in  gold.  Mr.  Carlisle  says  that  toward  the  liquidation  of  this 
debit  balance  he  paid  $22,462,290  out  of  his  cash  in  hand  on  July  1, 
1893,  in  excess  of  $100,000,000,  and  the  remainder  «by  the  use  of 
United  States  notes  and  Treasury  notes  presented  for  redemption,  and 
thus  received  into  the  Treasury  in  exchange  for  gold  coin."  True,  the 
Secretary  does  not  here  explicitly  say  that  he  paid  oat  no  gold  for  ordi- 
nary expenditures,  but,  as  he  made  a  reservation  of  $100,000,000  to 
keep  good  the  gold  reserve  and  yet  bad  on  July  1, 1893, only  $95,400,000 
of  gold,  it  is  strictly  reasonable  to  infer  that  this  $22,462,290  of  pay- 
ments was  made  entirely  in  paper.  The  remaining  payments  (aggre- 
gating $107,758,733),  he  expressly  states,  were  made  in  notes.  It  thus 
appears  that  from  the  beginning  of  the  Treasury  troubles  gold  has  not 
been  used  to  meet  the  ordinary  expenses  of  the  Government,  and  that 
the  deficiencies  of  revenue  have  not  caused  the  drain  upon  the  gold 
reserve,  nor  any  part  of  it.  INor  is  there  any  assignable  reason  why 
gold  should  have  been  so  paid  out,  for  during  the  whole  period  of  defi- 
ciency of  income  there  has  been  no  time  at  which  the  Secretary  did  not 
have  paper  enough  to  enable  him  to  pay  in  that  kind  rather  than  with 
gold;  and  why  should  he  part  with  the  money  it  was  so  imperative  he 
should  keep  when  he  had  other  kinds  equally  eligible,  and  which  he 
could  better  spare  f 

Two  conclusions  are  thus  warranted.  First,  that  other  causes  than 
the  deficiencies  of  ordinary  income  have  uniformly  produced  the  drain 
upon  the  reserve,  and  second,  that  the  gold  borrowed  to  maintain  the 
reserve  has,  from  those  other  causes^  been  converted  into  legal  tenders, 
and  thereby  become  available  for  offsetting  the  deficits.  The  deficien- 
cies were  notr  covered  by  gold  in  any  degree.  They  were  paid  from  the 
proceeds  of  gold  loans,  it  is  true,  but  after  the  gold  had  been  converted 
into  paper  from  causes  independent  of  deficits ^  hereafter  to  be  considered. 
There  was,  therefore,  no  connection  between  the  insufficiency  of  reve- 
nue and  the  continuous  drain  upon  the  reserve — ^not  even  the  conceiva- 
ble one  that  the  deficits  impaired  the  public  credit  and  thereby  caused 
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tunid  holders  of  legal  tenders  to  convert  them  into  gold.  'So  sach  dis- 
trust has  so  far  shown  itself  among  the  public,  and  even  sensitive 
British  investors  have  never  questioned  our  ability  to  pay  our  ordinary 
obligations.  On  the  contrary,  as  will  be  shown  later  on,  all  the  exchanges 
of  notes  for  gold  can  be  statistically  accounted  for  ux>on  quite  other 
motives. 

2.  It  has  been  reasoned  that  the  legal  tenders  issued  under  the  act 
of  1890,  to  the  amount  of  nearly  $150,000,000,  produced  a  redundancy 
of  currency  which,  under  the  operation  of  the  Oresham  law,  had  the 
effect  of  forcing  gold  out  of  the  Treasury  for  export.  This,  at  best,  is 
but  a  tiieoretic  guess,  and  not  a  very  cogent  one  at  that.  The  Gresham 
law  needs  some  discrimination  in  its  application.  The  principle  enun- 
ciated by  Oresham  is  that,  if  in  any  nation  there  are  two  currencies  of 
equal  denomination,  but*  whose  current  market  value  or  purchasing 
power  differ,  then  in  such  case  the  currency  of  inferior  value  will  super- 
sede that  of  superior  value,  and  the  latter  will  be  hoarded  or  exx>orted 
firom  the  counti^.  That  is  the  simple  all,  but  the  very  potential  all,  of 
the  Gresham  law.  But  how  can  this  principle  be  said  to  apply  in  the 
present  casef  Oomx>etition  between  gold  and  the  Treasury  notes  of 
1890  does  not  come  under  this  category.  The  two  kinds  of  money  are 
current  at  equal  market  value,  and  for  that  reason  there  has  been  no 
ground  for  such  discrimination  against  or  in  favor  of  either  the  one  or 
the  other,  as  the  Gresham  law  contemplates.  It  is  an  unworthy  use  of 
a  great  economic  principle  to  thus  pervert  its  sense  to  the  mystification 
of  a  plain  question  of  fact. 

3.  Another  attempt  has  been  made  to  throw  the  blame  uiK)n  the  notes 
of  1890.  It  has  been  urged  that  those  new  issues  not  only  inflated  the 
volume  of  legal- tender  paper  to  the  extent  of  43  per  cent,  but  at  the 
same  time  proportionately  reduced  the  ratio  of  reserve  to  notes.  This 
is  wholly  true,  and  it  is  not  easy  to  overestimate  the  economic  and 
practical  gravity  of  the  fact.  The  official  reserve  against  United  States 
notes — yiZy  $100,000,000,  or  29  per  cent — ^was  none  too  high  for  a  cur- 
rency performing  such  controlling  functions  as  the  greenbacks  serve. 
But  when  the  volume  of  the  legal  tenders  was  increased  by  this  new 
form  of  note  to  (495,000,000,  while  the  minimum  reserve  was  kept  at 
1100,000,000,  thereby  reducing  the  ratio  of  the  reserve  to  20  per  cent,  a 
very  grave  offense  against  sound  monetary  principles  was  committed. 
The  gold  basis  of  our  whole  paper  system  was  relatively  narrowed,  and 
its  strength  of  resistance  dangerously  Impaired.  Next  after  the  silver 
acts,  the  Sherman  law  of  1890  is  the  severest  blow  our  modem  currency 
system  has  received. 

*  But,  while  all  this  must  be  fhlly  conceded,  it  is  not  possible  to  adduce 
any  clear  evidence  that  this  unwise  legislation  had  developed  any  dis- 
tinct distrust  when  the  Treasury  troubles  began,  or  that  it  Jias  since 
evoked  any  other  attitude  than  a  theoretic  disapproval  of  the  notes. 
The  greenbacks  had  to  share  this  taint  with  the  new  issues;  and  as 
the  two  classes  of  notes  had  the  same  gold  basis  of  guaranty,  and  the 
Shermans  were,  besides,  backed  by  silver  bullion  worth  half  their  face 
value,  there  was  a  feeling  that  the  later  legal  tenders  might  be  as  strong 
if  not  even  a  strongei*  note  than  the  earlier  greenback.  Gonsiderations 
of  this  sort  had  a  certain  offsetting  effect  against  the  theoretic  mis- 
givings with  which  the  new  notes  were  received.  Be  this  as  it  may,  it 
is  a  &ct  susceptible  of  clear  statistical  demonstration  that  through 
all  the  excitement  of  the  last  three  years  there  has  been  no  distrust 
against  either  United  States  notes  or  Treasury  notes  sufficiently  pro- 
nounced to  cause  any  noteworthy  amount  of  them  to  be  presented  for 
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redemption.  They  have  been  redeemed  to  the  yery  large  anMniit  of 
$310,000,000  within  the  last  four  fiscal  years;  bat,  excepting  probably 
some  three  or  four  millions,  the  redemptions  have  been  due  to  quite 
other  causes  than  want  of  confidence  in  the  redeemability  of  the  notes. 
This  will  be  demonstrated  later  on. 

The  fact,  however,  that  neither  one  of  the  legal  tenders  has  been  so 
distrusted  as  to  cause  any  observable  demand  for  its  exchange  for 
gold,  affords  no  argument  whatever  in  &vor  of  the  quality  of  those 
notes,  nor  any  assurance  against  contingencies  arising  under  which 
their  redemption  might  be  demanded  to  an  extent  that  would  bankrupt 
the  Treasury  and  precipitate  our  finances  upon  the  sUver  basis,  ^o 
such  contingency  has  developed  under  the  existing  embarrassmente  of 
the  Treasury,  simply  because  the  people  have  had  confidence  that  these 
difficulties  will  be  ultimately  surmounted,  and  because  the  Government 
has  been  able  to  keep  good  ite  gold  reserve  by  the  temporaiy  expedient 
of  borrowing.  How  &r  this  confidence,  largely  a  matter  of  patriotic 
sentiment,  is  legitimately  warranted,  remains  to  be  shown  by  the  not 
distant  outeome.  Two  things  appear  certain :  First,  that  the  process  of 
borrowing,  on  which  the  reserve  is  now  supported,  can  not  be  much 
longer  continued;  and,  second,  that  when  that  expedient  feuls  if  no 
belier  means  is  provided  for  keeping  up  the  guaranty  fund  to  at  least 
$100,000,000,  we  must  face  a  general  failure  of  confidence  in  the  legal 
tenders,  their  wholesale  exchange  for  gold  must  follow,  and  nothing 
can  prevent  our  descent  to  the  debased  silver  standard. 

4.  It  has  been  asserted  that  the  withdrawals  of  gold  have  been 
largely  made  by  noteholders  who,  from  doubt  that  the  notes  might 
become  irredeemable  and  that  gold  might  consequently  go  to  a  premium, 
have  desired  to  possess  the  metal  instead  of  the  paper.  It  is  scarcely 
necessary  to  correct  this  misapprehension  here,  for  it  has  already  been 
quite  generally  removed  by  a  better  knowledge  of  the  fiicts,  and  data 
to  be  immediately  considei^ed  will  so  completely  account  for  the  redemp- 
tions from  other  causes  as  to  rule  out  the  possibility  of  attributing  any 
important  withdrawals  to  this  particular  motive. 

m. 

Having  shown  the  unreality  of  certain  imagined  causes  of  the  gold 
drain,  the  way  is  prepared  for  a  clearer  comprehension  of  the  real  cause. 
The  facts  to  be  adduced  will  show  that  the  disordered  condition  of  the 
Treasury  reserve  is  due  to  no  mere  unhealthy  conditions  of  the  cur- 
reucy  nor  to  any  distorbanoe  of  the  GK>vemment  credit,  but  primarily 
and  purely  to  the  deranged  working  of  a  central  and  controlling  finan- 
cial mechanism. 

The  trouble  has  arisen  in  Kew  Y<xrk  Oity,  and  ite  focus  lies  in  tiie 
exchange  relations  between  the  subtreasury  and  the  banks.  The  sub- 
treasury  makes  its  daily  settlements  through  the  clearing  house,  and 
up  to  the  middle  of  1891  it  had  been  the  usage  for  the  Oovemment 
and  the  banks  to  mutually  settle  their  clearing-house  balances  between 
each  other  in  gold  or  gold  certificates.  During  the  fiscal  year  1880-90 
the  subtreasury  in  this  way  paid  gold  balances  due  to  the  banks 
amounting  to  $230,000,000 ;  in  1890-91  ite  like  paymente  amounted  to 
$212,200,^.  These  settlemente  fairly  represented  the  average  annual 
net  gold  paymente  made  by  the  Treasury  to  the  Kew  York  banks  for  a 
series  of  years.  The  gold  thus  received  by  the  banks  enabled  tiiiem  to 
pay  out  gold  for  nearly  the  entire  local  customs  duties,  the  proportion 
so  liquidated  being,  in  1889-90,  92.1  per  cent  of  the  whole,  and  in 
1890-91,  80  per  cent.    From  the  same  receipte  the  banks  were  aoeus- 
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tomed  tc  provide  the  m^jor  part  of  the  gold  required  for  export.  The 
8ubtrea8ury  was  enabled  to  make  these  large  gold  settlements  at  the 
clearing  house,  first,  from  the  local  castoms  revenue,  then  received,  as 
above  shown,  almost  wholly  in  the  form  of  gold,  and  from  like  collec- 
ti(»LS  at  other  points,  most  of  which  gravitated  to  the  New  York  sub- 
treasury;  and,  second,  from  various  minor  sources,  but  especially  from 
receipts  at  the  mints  transferable  to  New  York  at  pleasure. 

This  was  an  admirably  conceived  mechanism.  It  worked  to  the 
entire  convenience  and  satisfaction  of  both  the  Government  and  the 
banks.  It  was  attended  by  no  awkward  hitches,  and  it  ran  smoothly 
in  periods  of  stringency  and  of  crisis.  The  Treasury  stood  in  no  danger 
of  drains,  it  was  harassed  by  no  exx>ort  demand,  its  gold  income  was 
fixed  and  assured,  and  from  January,  1880,  and  December,  1892,  its  net 
gold  balance  at  the  end  of  the  month  never  fell  below  $118,000,000,  and 
at  one  time  readied  over  $218,000,000.  Equally,  the  banks  never  had 
any  cause  for  iq>prehension  *  about  their  stocks  of  gold.  They  had 
fdway 8  sufQcient  to  provide  for  foreigii  remittances,  and  their  chief  con- 
cern attending  a  liffge  exx>ort  of  specie  related  only  to  its  possible  effect 
upon  tiieir  lawful  money  reserves,  which  are  equally  exposed  under  the 
present  method  of  procuring  export  gold.  AU  the  gold  wants  of  the 
Treasury  and  of  the  banks  being  thus  regularly  and  safely  provided 
for,  there  was  no  room  for  any  unsettling  *<gold  question,"  and  the 
country  was  saved  the  anomaJous  spectacle  of  a  gold  famine  in  the 
presence  of  a  national  stock  of  $630,000,000  of  the  metal. 

But  this  perfect  system  of  settlements  had  the  usual  weakness  of  vol- 
untary compacts.  It  could  be  broken  at  the  pleasure  of  one  man,  pro- 
vided he  were  a  minister  of  finance.  And  the  man  for  administering 
the  fifttal  blow  was  not  lacking.  A  Secretary  of  the  l^easury  who  has 
not  been  trained  to  practical  finance  is  capable  of  errors  entailing  very 
serious  consequences.  And  hence  it  came  to  pass  that,  in  the  fiscal 
year  1891-02.  the  gold  payments  of  the  subtreasury  at  the  otearing 
house  were  deliberately  and  from  no  necessity,  but  from  mere  miscon- 
ceived prudence,  cut  down  to  48  per  cent  of  the  sum  of  those  of  the 
preceding  normal  year.  This  startling  substitution  of  paper  for  gold  in 
the  Treasury  settlements  came  of  no  conference  or  agreement  witii  the 
banks,  and  was  attended  by  neither  notice  nor  explanations.  The 
only  utterance  of  the  Government  that  can  be  supposed  to  have  any 
explanatoiy  reference  to  this  action  came  twelve  months  after  the  inno- 
vation, and  was  expressed  in  the  following  language  from  the  annual 
report  of  Secretary  Foster,  bearing  date  Deoember  5, 1892: 

If  $100,000,000  in  gold  wsb  a  snitable  or  necessary  reserye  in  1882  and  in  1885,  it 
would  seem  clear  that  a  greater  reserve  is  necessary  now.  It  shoold  be  remembered 
that  since  1882  we  have  added  to  onr  silver  cironlaUon  the  sum  of  $269,016,182  in 
standard  silver  dollars  coined  under  the  old  silver  act  of  1878.  These  dollars  are 
nearly  aU  outstanding  and  largely  represented  by  silver  certificates.  We  have  also 
increased  the  legal-tender  paper  clrcnlation  by  issuing  about  $120,000,000  of  the 
Treasury  notes  authorized  by  the  act  of  July  14, 1890,  and  to  this  we  are  adding  abouii 
four  millions  each  month  in  payment  of  silver  bullion  purchased.  *  *  *  In  view, 
therefore,  of  these  increased  and  increasing  liabilities,  the  reserve  in  the  Treasury  for 
the  redemption  of  the  Government  obligations  should,  in  my  opinion,  be  inoreaeed  to 
ike  extent  of  at  leaet  tO  per  eent  of  ike  amount  of  Treaewry  notes  issued  and  to  be  issued 
'     tks  aet  of  July  14, 1890. 


From  this  expression  of  opinion  it  is  to  be  inferred  that  the  Secretary 
had  become  alarmed  at  the  possible  inflatory  consequences  of  the 
Sherman  act  of  July  14, 1890,  and  that  he  inferred  it  to  be  his  duty  to 
endeavor  to  increase  the  gold  reserve  by  largely  substituting  legal  ten- 
ders for  gold  in  his  payments  at  the  clearin  g  house.  Mr.  Foster  appears 
to  have  adopted  this  course  aft  a  settled  poUcy,  and,  accordingly,  he  had 
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oontinaonslyy  doriBg  the  fiscal  year  1891-92,  curtailed  his  gold  payments 
to  the  banks  by  more  than  one-half.  It  was  a  daring  step,  evidently 
intended  to  be  heroic;  bat,  as  too  often  happens  in  the  case  of  conrage- 
ons  therapeutics,  the  treatment  was  fatal*  At  the  end  of  the  first  twelve 
months  of  this  policy  the  gold  reserve  was  less  than  at  the  beginning; 
but  that  did  not  prevent  the  Secretary  firom  pushing  his  experiment  to 
greater  lengths;  with  what  results,  the  facts  will  show.  As  the  Secre- 
tary withheld  from  the  banks  half  of  his  customary  supply  of  gold,  the 
banks  had  no  recourse  but  to  diminish  correspondingly  their  gold  pay- 
ments to  the  Treasury;  and,  consequently,  the  proportion  of  customs 
duties  paid  in  gold  in  1891-92  was  only  28  per  cent  of  the  whole,  against 
^as  already  shown)  80  per  cent  in  the  preceding  year  and  92.1  per  cent 
m  1889-90.  The  banks  showed  much  forbearance,  however,  in  the  mat- 
ter of  famishing  gold  for  export,  for  while  $60,194,000  was  shipped  dur- 
ing the  year,  they  appear  to  have  drawn  only  (6,794,000  of  that  sum 
from  the  subtreasury  by  the  conversion  of  legal  tenders. 

The  Treasury  having  become  to  such  a  large  extent  committed  to  this 
policy  of  restriction,  there  was  to  be  no  retracing  of  its  steps;  and  dur- 
ing the  next  fiscal  year  (1892-93)  the  subtreasury  paid  only  $10,500,000 
of  gold  into  the  clearing  house,  or  5  per  cent  of  the  payments  made  in 
1890-91.  This  was  a  challenge  to  the  banks  to  which  they  could 
respond  in  but  one  possible  way.  The  Treasury  had  igiven  them  virtu- 
ally no  gold,  and  they,  therefore,  had  none  to  give  it.  Their  payments 
for  customs  duties  consequently  included  only  6^  per  cent  in  gold. 
They  had  to  provide  $108,687,000  of  gold  for  export;  and,  to  satisfy 
that  demand,  they  were  compelled  to  draw  $102,094,000  of  coin  from 
the  subtreasury,  through  the  conversion  of  legal  tenders. 

With  a  change  of  administration  there  came  a  temporary  check  to  this 
perilous  drift;  but  whether  from  design  or  from  an  accidental  necessity 
is  a  question  on  which  opinion  may  allowably  differ.  The  extraordinary 
scarcity  of  legal  tenders,  and  the  premium  paid  for  them  during  the 
unprecedented  bank  panic  of  1893,  compelled  both  the  banks  and  the 
Treasury  to  pay  out  considerable  amounts  of  gold  where  otherwise  they 
would  have  paid  in  paper.  The  result  was  that  during  the  few  months 
for  which  that  paper  stringency  existed  the  subtreasury  paid  $98,300,000 
of  gold  to  the  clearing  house;  and,  in  return,  the  banks  materially  aug- 
mented their  gold  disbursements  for  customs  duties,  so  that  for  the 
fiscal  year  their  payments  on  that  account  were  22  per  cent  in  gold  and 
78  per  cent  in  paper.  During  that  year  the  exports  of  gold  amounted 
to  $76,978,000,  which  is  shown  to  have  been  procured  wholly  from  the 
Treasury  by  the  fact  that  the  redemptions  of  legal  tenders  within  the 
same  period  were  $84,839,000.  The  difi'erence  of  $7,861,000  between 
the  gold  exports  and  the  redemptions  of  notes  was  due  to  withdrawals 
of  gold  for  paying  subscriptions  to  the  first  fifty  millions  loan. 

This  intermission  of  the  perilous  drift  soon  ceased.  During  the  year 
1894-95  the  Treasury  did  not  pay  one  dollar  of  gold  into  the  clearing 
house,  and  therefore  the  banks  could  pay  out  no  gold  for  customs  duties. 
The  sum  of  $66,125,000  of  gold  had  to  be  provided  for  export,  and  it 
could  be  procured  only  from  the  subtreasury.  The  total  redemptions  of 
notes  during  that  year  amounted  to  $116,532,000.  Of  those  conversions 
$50,407,000  was  for  other  purposes  than  to  procure  gold  for  export. 
The  records  of  the  Treasury  show  that  nine-tenths  of  this  latter  sum 
was  withdrawn  in  connection  with  subscriptions  for  the  Treasury  loans. 
The  small  remainder  was  for  miscellaneous  purposes.  In  the  second 
and  third  borrowings  of  the  Government  a  very  large  proportion  of  the 
gold  turned  into  the  Treasury  was  either  procured  in  advance  through 
conversion  of  notes,  or  withdrawn  immediately  after  by  the  same  proc- 
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668, 80  that  the  Treasury's  net  gain  of  gold  from  the  second  and  third 
loans  was  only  about  60  per  cent  of  the  amount  of  the  accepted  sub- 
scriptions.   To  that  very  important  extent,  therefore,  those  loans  whoUy 
failed  of  their  purpose. 
The  following  statement  will  show  the  facts  as  to — 

(1)  The  Treasury  payments  of  gold  to  the  'Sew  York  banks; 

(2)  The  percentage  of  customs  duties  paid  in  gold; 

(3)  The  exports  of  gold  at  !N'ew  York;  and 

(4)  The  T^^asury  mlemptions  of  legal  tenders  during  the  normal 
years  188d~90  and  1890-91,  and  during  the  succeeding  four  abnormal 
years  J  respectively : 

NOBMAL  YEAB8. 


liBoalyear. 


188»-00. 
1880-91. 


Treuniy 
gold  pay- 
ments M 
ol^aring 
honae. 


$230,000,000 
212,200,000 


PeroentAge 

of  dutiM 

paldingold. 


98.1 
79.6 


Gross  enortB 
of  gold. 


$17,872,000 
86^368,000 


Bsdemptloiis 
of  legal 
tenders. 


$782,000 
ft,  986, 000 


ABNOBMAL  YBARS. 


1881-98 

1898-08 

1898-94 

1894-96 

Foot  yeurs,  1891-92  to  1894-95 


$97,800,000 

10,000,000 

96,800,-000 

None. 

206,100,000 


28.0 

6.6 

21.9 

None. 


$60,194,000 

108,681,000 

76,977,000 

66,125,000 

801,978,000 


$6,749,000 
102,094,000 

84,839,000 
116,532,000 
810,214,000 


This  exhibit  shows  the  extent  to  which  the  working  relations  be- 
tween the  Treasury  and  the  'Sew  York  banks  have  been  revolutionized 
within  the  last  four  years.  For  the  two  normal  fiscal  years  1889-90  and 
1890-^1.  the  Treasury  net  payments  of  gold  to  the  banks  averaged 
$221400,000;  for  the  four  subsequent  abnormal  years  they  averaged 
$51,500,000:  and  since  March,  1894,  they  have  been  nil  The  pay- 
ments of  gold  by  the  banks  for  customs  duties  during  the  normal  years 
averaged  85.8  -per  cent,  and  during  the  four  abnormal  years  14.1  -per 
cent,  while  for  the  last  nineteen  months  they  have  wholly  disajppeared. 
The  average  redemptions  of  legal  tenders  for  the  two  years  preceding 
these  troubles  were  $2,859,000,  and  for  the  last  four  years  $77,5()0,000. 

The  connection  of  cause  and  effect  here  stands  out  so  conspicuously 
as  to  reveal  its  own  conclusion  to  the  most  cursory  observer.  The  sus- 
pension of  gold  payments  by  the  Treasury  has  deprived  the  banks  of  the 
means  for  either  paying  out  gold  for  customs  duties  or  providing  it  for 
exi>ort.  The  disabilities  thus  imposed  upon  those  institutions  have  in 
turn  deprived  the  Treasury  of  the  specie  income  which  had  enabled  it 
to  settle  in  gold  at  the  clearing  house,  and  has  put  upon  it  the  exhaust- 
big  necessi^  of  supplying  the  gold  needed  for  exx)ort.  Mainly  to  pro- 
cure the  $3(X2,000,000  of  gold  needed  for  export  during  this  four  years, 
$310,214,000  of  legal  tenders  have  been  concurrently  presented  at  the 
Treasury  to  be  exchanged  for  the  yellow  metal.  This  perilous  derange- 
ment began  solely  with  the  official  contraction  of  gold  payments.  It  has 
been  consummated  by  the  complete  suspension  of  those  payments.  The 
Treasury  paralyzed  the  banks,  and  as  a  consequence  nothing  could  pre- 
vent the  banks  from  paralyzing  the  Treasuiy.  The  subtreasury  and  the 
clearing  house  were  coherent  parts  of  a  joint  mechanism;  united  they 
could  effect  a  large  economy  in  the  use  of  gold  with  highly  beneficent 
results,  and  with  the  advantage  of  greatly  strengthening  each  the  other's 
status;  but  with  the  conditions  of  union  disrupted,  the  power  of  each 
is  impaired,  and  the  affairs  in  which  they  were  mutually  supportftd  are 
thrown  into  a  confusion  which  imperils  all  financial  interests. 

OUR 6 
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IV. 

This  perfectly  regalated  macbine  having  been  shattered,  we  have 
had  to  provide  an  artificial  supply  of  gold  for  the  Treasury  through 
borrowing  it  to  the  extent  of  about  $100,000,000  per  year.  Bach  year's 
borrowing  will  have  cost  the  nation  $120,000,000  for  interest  when  the 
loans  mature.  The  total  interest  obligations  already  incurred  on  this 
account  amount  to  $315,000,000,  and,  judging  from  the  enormous  bids 
for  the  February  loan,  there  seem  to  be  no  reasons  connected  with  the 
possibilities  of  borrowing  why  that  liability  may  not  be  swelled  to  a 
much  larger  sum  if  a  more  rational  way  of  protecting  the  reserve  should 
not  be  provided.  Moreover,  as  has  been  already  shown,  the  net  gold 
derived  from  most  of  the  loans  has  not  exceeded  60  per  cent  of  the  sum 
nominally  paid  into  the  Treasury;  so  that  even  if  borrowing  were  a 
legitimate  expedient  under  the  circumstances,  nearly  half  the  help  in 
this  way  purchased  is  lost  in  the  process  of  getting  it. 

Are  we  to  rest  satisfied  with  such  costly  and  inexpert  methods  of 
keeping  up  the  reserve f  Is  the  legal-tender  basis  of  our  currency — 
indeed,  of  our  whole  financial  structure — ^to  repose  indefinitely  upon 
props  that  thus  melt  away  in  a  few  months  and  have  to  be  perpetually 
renewed  at  this  most  wasteful  outlayf  Has  ever  a  nation  of  wealth 
and  population  like  ours  so  little  understood  its  resources  as  to  resort 
to  such  farfetched  makeshifts  in  order  to  effect  the  solution  of  a  really 
simple  problem  of  working  finance f 

For,  after  all,  what  is  it  the  Treasury  so  vitally  needs t  It  may  be 
answered — a  permanent  stock  of  gold.  And  that  is  true,  so  fiw  as  it 
goes;  but  tenfold  more  it  needs  a  fixed  and  unfailing  gold  income.  To 
supply  its  outward  current,  it  must  be  fed  by  an  inward  current  of  equal 
value.  It  once  had  both  these;  they  were  kept  at  an  equilibrium  and 
in  steady  circulatory  motion  by  an  arrangement  which  made  tiieir  joint 
stocks  of  gold  available  for  the  reciprocal  use  of  the  Treasury  and  the 
banks.  That  relation  was  the  same  in  its  nature,  in  its  economy  in  the 
use  of  money,  and  in  its  mutuality  of  support  as  that  which  exists 
between  bank  and  bank.  It  consisted  in  an  exchange  of  gold  utider 
which  each  party  was  dependent  upon  its  receipts  from  the  other  for 
making  its  settlements;  it  was  a  perpetual  give  and  take  of  the  funda- 
mental money,  and  these  exchanges  were  so  proportioned  as  between 
them  that  neither  one  would  drain  away  the  cash  resources  of  the  other. 
It  was  the  union  of  the  two  great  gold  funds  of  the  country — ^that  of 
the  Treasury  and  that  of  the  metropolitan  banks — and  as  such  it  con- 
stituted an  impregnable  defense  of  the  gold  basis  of  our  currency 
system.  This  is  the  institution  that  operated  with  perfect  safety  &dA 
regularity  until,  in  1892,  Mr.  Foster  broke  it  up  uttca*ly  by  suspending 
gold  payments;  and  therein  lie^  the  real  and  mrtually  the  sole  cause  ^ 
the  present  troubles  of  the  Treasury,  There  is  and  there  can  be  but  one 
natural  and  sure  way  out  of  this  confusion,  a/nd  thQ;t  is  through  returning 
io  the  working  relations  between  the  svhtreasury  and  the  clearing  house^ 
so  unfortunately  tl^en  disrupted. 

Y. 

This  conclusion,  however,  is  more  easily  reached  than  executed. 
Nearly  four  years  have  elapsed  since  the  normal  relations  between  tiie 
banks  and  the  Government  were  broken;  and  time,  effort,  and  adroit 
negotiations  wiU  be  needed  for  their  restoration.  The  inaction  of  the 
banks  may  have  been  construed  as  implying  an  over-easy  toleration  of 
dangers  which  admit  of  ready  remedy.  There  are,  however,  facts  and 
considerations  which  absolve  them  from  such  an  imputation.    They  are 
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not,  in  any  Bense,  responsible  for  the  origin  of  the  situation.  They  could 
not  escape  the  results  of  official  imprudence,  however  much  they  might 
desire.  Their  ordinary  transactions  have  not  suffered  from  the  adop- 
tion of  paper  settlements  by  the  subtreasury,  and  to  that  extent  they 
could  afford  to  wait  until  the  Treasury  saw  fit  to  repair  its  error.  Only 
a  small  minority  of  them  are  specifically  concerned  in  the  change — 
namely,  those  having  accounts  with  importing  merchants  and  with 
exporters  of  gold,  and  even  they  suffer  neither  loss  nor  inconvenience 
from  the  innovation,  in  other  respects  so  full  of  danger.  There  has, 
therefore,  been  no  immediate  working  motive  for  their  urging  action. 
Not  the  less,  however,  they  have  the  very  urgent  motive  that  only  by 
a  return  to  gold  payments  at  the  clearing  house  can  the  legal  tenders 
on  which  their  interests  so  largely  depend  be  maintained  on  a  parity 
of  gold.  Moreover,  it  has  always,  and  very  properly,  been  the  wont  of 
the  banks  to  avoid  the  appearance  of  interference  with  Treasury  poll 
cies,  and  they  are  quite  conscious  that,  as  the  Government  was  the  pri- 
mary party  to  the  abandonment  of  gold  payments,  it  scarcely  rests  with 
them  to  take  the  initiative  in  the  revocation  of  the  original  error. 
From  an  intimate  knowledge  of  the  facts,  the  writer  feels  warranted 
in  expressing,  the  opinion  that  the  inaction  of  the  banks  would  be 
misconstrued  were  it  attributed  to  any  real  unwillingness  on  their  part 
to  return  to  their  old  method  of  settlements  with  the  subtreasury. 
With  but  nominal  exceptions,  the  men  who  make  opinion  and  who  lead 
action  in  the  clearing  house  concede  that  the  present  troubles  admit 
of  no  remedy  which  does  not  include  a  return  to  the  normal  method  of 
gold  payments.  This  is  certainly  the  attitude  of  the  New  York  banks, 
and  yet  it  may  require  much  counsel,  some  pressure,  and  some  diplo- 
macy to  develop  this  sentiment  into  action. 

What  may  be  the  disposition  of  the  Treasury  in  this  matter  admits  of 
DO  positive  prediction.  The  present  Administration  inherited  the  exist- 
ing derangements  from  its  predecessors,  and  therefore  is  not  responsi- 
ble for  the  origin  of  the  troubles.  But  that  fact  does  not  absolve  the 
Secretary  of  the  Treasury  from  accountability  for  any  unnecessaiy  pro- 
longation of  conditions  so  full  of  peril.  There  is  no  obvious  reason  for 
supposing  that  Mr.  Carlisle  would  be  unwilling  to  restore  the  broken 
relations  between  the  subtreasury  and  the  banks;  on  the  contrary, 
there  have  been  occult  but  real  indications  that  he  approves  of  such  a 
policy  and  would  be  willing  to  cooperate  for  its  adoption.  Had  the 
Secretary  made  distinct  and  open  advances  to  the  banks,  instead  of 
timidly  feeling  the  pulse  of  clearing  house  notables  in  an  indefinite 
way,  the  loan  of  $100,000,000  might  have  been  needless,  and  to-day 
the  gold  reserve  might  have  been  reinvested  with  its  old  stability. 
This  matter  is  wholly  at  the  discretion  of  the  head  of  the  Treasury 
Department.  He  needs  no  authorization  in  the  premises  from  Con- 
gress, and  it  is  to  the  last  degree  important  that  such  an  arrangement 
should  be  undertaken  apart  from  legislative  compulsion  and  regula- 
tion. It  is  the  more  important  that  Mr.  Carlisle  should  take  immediate 
action  toward  this  normal  method  of  readjustment,  because  the  new 
contribution  of  $100,000,000  to  his  reserve  furnishes  the  most  essential 
condition  precedent  to  such  an  achievement.  There  appears  to  be  rea- 
son for  hoping  that  the  Secretary  appreciates  this  view,  but  for  some 
inscrutable  reason  he  fails  to  take  courageous  action  upon  it. 

VI. 

In  view  of  the  probabilities  above  indicated,  that  the  two  parties  on 
whom  remedy  supremely  depends  would  be  found  willing  to  cooperate, 
the  question  arises,  What  steps  may  be  deemed  necessary  and  most 
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conducive  to  bringing  about  a  resumption  of  the  abandoned  usage,  as 
between  the  subtreasury  and  the  Few  York  clearing  house,  of  making 
their  settlements  with  each  other  in  gold  and  not  in  legal  tenders f 

Assuming  that  the  Secretary  of  the  Treasury  and  the  banks  mutually 
agree  upon  such  an  understanding,  the  foremost  question  presented  is 
how  each  party  may  assure  itself  of  a  stock  of  gold  sufficient  to  insure 
the  safe  and  successful  working  of  the  arrangement. 

1.  So  far  as  respects  the  Treasury,  the  loan  of  $100,000,000  just  con- 
cluded should,  when  fully  paid  in,  make  its  supply  of  gold  quite  equal 
to  the  requirements  of  the  case.  The  gross  gold  proceeds  of  the  loan 
will  amount  to  about  $112,000,000,  and  at  the  time  of  the  negotiation 
the  stock  of  free  gold  in  the  Treasury  was  $48,000,000,  which  implies 
a  total  apparent  stock  of  $160,000,000  when  the  several  installments 
have  been  paid  in.  How  much  may  be  withdrawn  during  the  interval 
for  export  or  other  purposes  it  is  impossible  to  say.  It  would  seem, 
however,  that  $30,000,000  might  be  a  due  allowance  for  such  contin- 

fent  reductions,  which  would  leave  the  Treasury  in  possession  of 
130,000,000  of  free  gold  four  months  hence.  That  sum  is  not  quite  so 
large  as  the  reserve  was  at  times  previous  to  these  derangements, 
when  the  metal  was  steadily  flowing  into  the  country  in  extraordinary 
volume,  but  it  does  not  by  any  means  thence  follow  that  it  would  be 
insufficient  for  the  legitimate  purposes  of  a  fund  of  such  a  nature.  In 
practice  the  reserve  would  be  no  longer  needed  to  meet  large  redemp- 
tions of  legal  tenders,  for  the  occasion  for  such  redemptions  would 
have  been  remedied  through  the  banks  undertaking  to  satisfy  export 
wants  from  their  own  vaults.  Its  use  would  be  to  provide  against 
l)0ssible  adverse  variations  in  the  customs  revenue,  and  to  strengthen 
the  moral  assurance  of  the  ability  of  the  Government  to  pay  its  notes 
on  presentation.  Practically,  it  would  be  a  prudential  cash  fund  to 
cover  possible  adverse  contingencies  in  operations  which  are  of  a  purely 
banking  nature,  but  not  subject  to  ordinary  banking  risks.  Probably 
nine  experts  in  finance  out  of  ten  would  regard  $130,000,000,  or  tem- 
porarily even  less  than  that  sum,  as  being  an  adequate  provision  for 
the  chief  purposes  of  this  reserve.  If  it  were  necessary  that  the 
Treasury  should  always  stand  fully  prepared  for  some  very  extraordi- 
nary run  from  its  note  holders,  no  such  reserve  would  be  sufficient; 
but  that  is  a  contingency  not  within  the  range  of  contemplation,  nor  is 
it  certain  that  it  would  be  practicable  to  fully  provide  against  it.  The 
reserve  needs  to  be  large  enough  to  establish  a  strong  moral  improba- 
bility that  the  note  holders  could  exhaust  it,  and  for  that  $125,000,000 
to  $130,000,000  would  seem  to  be  an  adequate  provision. 

2.  So  far  as  respects  the  clearing-house  banks,  it  is  not  easy  to  say, 
with  any  precision,  what  combined  stock  of  gold  would  warrant  the 
resumption  of  their  former  exchanges  with  the  Treasury  in  that  metal. 
Data  from  experience  should  afford  the  best  guide  to  an  estimate;  but 
even  that  needs  to  be  handled  with  careful  discrimination.  Taking  the 
five  years  next  preceding  the  interruption  of  the  subtreasury  settle 
ments  in  gold  at  the  clearing  house,  we  find  the  average  "specie"  hold- 
ings of  the  New  York  clearinghouse  banks  to  have  been  as  follows: 

1887 $77,000,000 

1888 84,000,000 

1889 87,200,000 

1890 78,000,000 

1891 74,200,000 

It  thus  appears  that  the  average  stock  of  the  banks  for  the  highest 
of  these  five  years  was  $87,200,000,  and  for  the  lowest  $74,200,000, 
while  for  the  whole  period  the  average  was  $80,080,000.    As,  in  those 
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years,  the  gold  for  export  wad  mainly  supplied  direct  from  the  yanlts 
of  the  banks,  it  is  important  to  take  intoaccoant  the  contemporaneoas 
shipments  of  the  metal  to  foreign  countries.  For  the  whole  five  years 
the  net  exports  of  gold  averaged  $12,1K)0,000  per  annum,  while  the 
receipts  from  home  mines,  less  the  takings  for  the  arts  and  manufac- 
tures, averaged  92o,060,000.  It  thus  appears  that  the  home  contribu- 
tions to  our  stock  of  the  metal  exceeded  the  net  foreign  withdrawals 
by  $12,000,000  per  year,  which  was  a  condition  favorable  to  the  banks 
maintaining  their  specie  reserves  at  a  liberal  amount. 

During  the  monetary  derangements  of  the  last  three  fiscal  years  the 
outflow  of  gold  to  other  countries  has  been  extraordinarily  large.  The 
total  net  exx>orts  for  that  period  amounted  to  $164,000,000,  or  at  the 
average  rate  of  $54,700,000  per  year.  What  the  effect  of  these  move- 
ments has  been  upon  the  national  stocks  of  gold  will  appear  from  the 
following  statement,  showing,  from  official  estimates,  the  average  annual 
stock  for  each  calendar  year  since  1886: 


1891 $674,800,000 

1892 668,500,000 

1893 633,700,000 

1894 641,800,000 


1887 $667,100,000 

1888 707,900,000 

1889 695,500,000 

1890 654,600,000 

On  September  1,  1895,  $613,400,000. 

It  will  thus  be  seen  that  the  late  financial  derangements  have  been 
attended  with  a  material  reduction  of  the  national  stock,  in  spite  of  a 
considerable  concurrent  increase  in  the  home  production.  The  stock  of 
last  September,  from  which  there  has  been  no  important  subsequent 
variation,  was  $613,400,000,  which  is  $94,500,000  below  the  highest  of 
the  above-cited  normal  years  and  $41,200,000  less  than  the  lowest  (1890). 

The  stock  of  the  clearing-house  banks  has  somewhat  suffered  from 
this  depletion  of  the  national  holdings.  As  already  shown,  the  ^'  specie" 
reserves  averaged  $80,080,000  for  the  five  years  1887-1891,  in  1895  they 
averaged  $67,800,000,  and  on  February  8, 1896,  they  stood  at  $77,500,000. 
It  must  be  conceded,  however,  that  the  banks  have  come  out  of  the 
last  three  years'  ordeal  with  much  less  impairment  of  their  gold  stocks 
than  might  have  been  expected,  especially  when  it  is  considered  how 
they  have  been  continuously  exposed  to  drains  connected  with  the 
Treasury  loans  and  that  they  have  made  no  special  effort  to  collect 
this  form  of  money.  It  soems  to  be  a  fair  conclusion,  Irom  their  expe- 
riences under  the  conditions  reviewed,  that  they  could  resume  their 
former  usage  of  making  clearing-house  settlements  in  gold  with  little 
or  no  risk  of  embarrassment  or  inconvenience.  To  make  assurance 
doubly  sure,  however,  it  would  be  a  proper  prudence  to  use  such  means 
as  come  within  their  power  to  augment  their  gold  by  about  $20,000,000; 
the  more  so  as,  according  to  the  estimate  of  banking  experts,  what  is 
designated  as  ^^  specie"  includes,  in  the  case  of  the  New  York  banks, 
about  10  per  cent  of  other  items  than  gold.  True,  that  was  equally  the 
case  in  the  earlier  years  with  which  comparison  has  been  made,  but  it 
is  desirable  that  in  dealing  with  sensitive  situations  every  element 
should  be  surrounded  by  the  strongest  possible  safeguards.  The  banks 
have  influence  and  power  enough  to  easily  procure  from  interior  sources 
gold  that  would  carry  up  their  stock  to,  say,  $85,000,000,  which  no 
banker,  familiar  with  the  clearing  house  operations,  would  be  likely  to 
pronounce  insufficient  for  the  purpose  contemplated. 

3.  So  much  for  the  provision  needed  for  the  beginnings  of  this  restora- 
tion. The  future  might  be  safely  left  to  take  care  of  itself.  With  the 
return  of  normal  relations  between  the  subtreasury  and  the  banks, 
we  should  enter  ux>on  a  set  of  conditions  directly  calculated  to  bring 
about  an  increase  in  the  national  stock  of  gold.    An  important  obstacle 
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to  confidence  in  our  ability  to  maintain  the  gold  standard  wonld  be 
removed.  European  distrust  as  to  the  currency  in  which  our  securities 
may  be  payable  would  be  largely  mitigated,  and  our  investments  would 
be  in  greater  demand  across  the  Atlantic.  The  whole  financial  status 
of  the  nation  would  be  fortified  and  elevated^  and  the  country  would  be 
released  from  the  restraints  that  prevent  its  entrance  ui>on  a  fresh  era 
of  industrial  and  commercial  expansion.    All  this  would  make  for  the  ^ 

strengthening  of  the  creditor  side  of  our  account  with  the  world;  and 
that,  in  turn,  would  mean  the  easier  acquisition  of  such  gold  as  our 
currency  situation  might  from  time  to  time  need. 

We  may  also  count  upon  an  important  increase  of  supply  from  the 
domestic  mines.  During  the  years  of  smooth  working  in  our  gold  move- 
ment, above  reviewed,  the  average  home  output  of  the  metal  was  about 
$33,000,000.  According  to  the  latest  estimates,  $53,000,000  may  be 
safely  calculated  upon  as  the  future  supply.  It  is  aJso  to  be  considered 
that  since  the  resumption  of  specie  payments,  barring  the  years  of 
derangement  since  1892,  the  normal  movement  of  gold  has  been  largely 
in  favor  of  this  country.  Between  1879  and  1893  we  exported  $163,000,000 
of  gold  and  imported  $264,500,000,  showing  a  net  import  of  $101,000,000, 
or  $7,800,000  per  annum.  There  is  no  obvious  reason  why,  when 
abnormal  conditions  deranging  the  movement  have  been  remedied,  we 
should  not  again  have  a  steady  increase  in  our  stock.  Indeed,  the  fact 
that  during  recent  years  the  European  banks  have  become  inconven- 
iently glutted  with  the  metal  at  our  expense  suggests  a  natural  prob- 
ability that  a  large  amount  would  return  here,  provided  our  finances 
were  restored  to  a  sound  position.  On  the  whole,  then,  a  fair  estimate 
of  the  factors  afi'ecting  oar  ability  to  maintain  gold  payments,  as  between  ^ 

the  Treasury  and  the  banks,  snggests  the  conclusion  that  there  are  no 
reasons  antagonistic  to  the  resumption  herein  contemplated,  except  such 
as  come  from  ignorance  or  lack  of  appreciation  of  the  gold  resources 
within  our  reach. 

4.  It  is  easily  conceivable  how,  in  restoring  the  relations  between  the 
subtreasury  and  the  clearing  house,  certain  readjustments  between  the 
banks  might  become  necessary.  Arrangements  would  be  required  by 
which  banks  having  to  provide  for  customs  payments  and  for  foreign 
shipments  of  gold  would  be  assured  of  maintaining  a  stock  sufficient 
for  those  purposes.  Difficulties  might  arise,  at  this  point,  from  banks 
that  have  large  stocks  with  little  necessary  use  for  them  being  unwilling 
to  divide  with  those  that  have  little  and  would  want  much.  There  are 
pessimists  among  bankers,  as  elsewhere,  who  make  disproportionate 
provision  for  the  worst  possibilities,  instead  of  duly  allowing  for  whole- 
some factors  and  judiciously  making  the  best  net  result  ontof  a  mixed 
set  of  conditions.  Bankers  who  conduct  their  ox>erations  upon  these 
principles  are  apt  to  be  inordinate  hoarders  of  gold.  This  sort  of  spirit 
might  easily  give  rise  to  some  temporary  friction  in  the  clearing  house, 
but  its  managers  would  be  found  equal  to  the  occasion. 

YII. 

In  some  quarters,  the  prompt  final  retirement  of  the  legal  tenders  has 
been  urged  as  the  only  needful  treatment  of  this  Treasury  question. 
In  this  connection,  two  things  are  unqualifiedly  conceded:  first,  that, 
without  the  complete  and  tinal  extinction  of  the  United  States  notes 
and  the  Treasury  notes,  there  can  be  no  sound  or  safe  reconstruction  of 
our  currency  system;  and,  second,  that,  when  those  notes  have  been 
eliminated,  there  can  be  no  more  draining  of  the  Treasury  through 
demand  obligations,  and  therefore  no  frirther  need  for  the  $100,000,(m) 
reserve,  nor  for  any  part  of  it.    But  while,  for  these  kll4mportant 


FINANCIAL  AND  BANKING  SITUATION.  87 

reasoncL  there  should  be  no  delay  in  providing  for  the  Ml  retirement 
of  the  legal  tenders,  it  is  not  to  be  overlook^  that  such  retirement 
would  occupy  a  considerable  period.  The  notes  now  perform  an  imx)or- 
tant  lection  in  our  monetary  economy,  and  constitute  a  large  x>ortion 
of  the  lawful  money  reserves  of  the  banks.  It  is  therefore  imperative 
that  the  process  of  retirement  should  be  so  adjusted  as  to  avoid  strin- 
gency or  other  disturbance  in  the  financial  markets,  else,  quite  x>ossibly, 
popular  protest  might  arrest  the  withdrawals. 

It  is  also  essentisJ  that  provision  be  made  for  the  substitution  of  the 
legal  tenders  by  some  conservative  form  of  bank  currency;  and  that 
substitution  should  be  evenly  adjusted,  as  to  time  and  amount,  with 
the  retirement  of  the  legal  tenders.  Under  the  most  favorable  circum- 
stances, the  procurement  of  authorization,  first  for  these  retirements 
and  next  for  the  new  bank  issues,  would  require  an  indefinite  interval 
of  public  and  Oongressional  discussion;  and,  assuming  ftill  and  satis- 
fEM^tory  authorization  for  both  to  be  finally  won,  the  process  of  substi- 
tution would  extend  over  a  considerable  time,  probably  three  or  four 
years.  On  the  whole,  therefore,  we  might  have  to  wait  until  five  years 
hence  before  the  legal  tenders  were  fully  got  out  of  the  way.  In  the 
meantime,  what  would  become  of  the  Treasury  Y  The  drain  upon  it  for 
export  gold  must  inevitably  be  continued;  the  issuing  of  bonds  to  pro- 
cure gold  would  remain  necessary;  the  cause  of  the  monetary  distrust 
would  be  still  operative;  and  the  sources  of  concision  could  be,  at  best, 
only  partially  mitigated  pending  the  process  of  retiring  the  notes,  and 
quite  probably  might  complicate  and  endanger  that  operation.  It  thus 
results,  first,  that  the  possibility  of  the  legal  tenders  being  abrogated 
affords  no  excuse  whatever  for  neglecting  a  more  immediate  remedy; 
and,  next,  that  an  early  rehabilitation  of  the,  Treasury  would  facilitate 
and  shield  the  process  of  withdrawing  the  legal  tenders. 

The  conclusions  suggested  by  the  foregoing  considerations  are: 

I.  That,  ux>on  the  receipt  of  the  full  proceeds  of  the  February  loan, 
the  Bubtreasury  at  New  York  should  commence  and  thenceforward 
maintain  the  liquidation  of  its  debtor  balances  at  the  New  York  clear - 
inghouse  wholly  in  gold  coin  or  gold  certificates,  the  latter  preferably; 

II.  That,  simultaneously,  the  New  York  banks  should  make  their 
settlements,  whether  with  the  Treasury  or  with  each  other,  in  gold,  as 
previous  to  the  beginning  of  the  present  troubles  of  the  Treasury; 

in.  That,  from  the  date  of  the  Treasury  and  the  banks  thus  resum- 
faig  paym^  in  gold,  the  banks  should  pay  out  that  form  of  money  to 
their  eustomers  for  the  liquidation  of  customs  duties,  and  should  pro- 
vide from  their  own  supplies  all  gold  required  for  export;  and 

IV.  That,  preparatory  to  entering  upon  the  foregoing  arrangements, 
the  clearing-house  banks  should,  by  mutual  arrangements,  increase 
their  joint  stock  of  gold  to  about  $85,000,000. 

These  things  being  done,  the  Treasury  would  have  a  fixed  gold  income 
sufficient  to  make  all  settlements  with  the  banks  in  that  form  of  cash; 
and  the  banks  would  have  fixed  receipts  of  gold  sufficient  in  amount  to 
pay  the  customs  duties  in  that  kind  and  to  cover  the  export  demand  for 
the  superior  metaL    Customs  duties  would  then  supply  the  gold  now 

!)rocured  by  loans;  the  Treasury  would  cease  to  supply  the  gold  needed 
br  export:  there  would  remain  no  cause  for  drain  on  the  Treasury 
reserve;  tne  gold  stock  of  the  Treasury  and  that  of  the  banks  would 
be  made  jointly  available  for  the  support  of  each ;  and  the  whole  series 
of  current  monetary  dislocations  would  be  permanently  readjusted  on 
the  former  basis  of  strength  and  reciprocal  support. 

W.  DODSWOETH. 
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Committee  on  Banking  and  Ourbenot, 

Washington,  J).  0.,  Thursday,  February  J20, 1896. 

A  snbcommittee  of  the  Committee  on  Banking  and  Cnrreucy  met  this 
day,  at  10.30  a.  m.  Members  present:  Mr.  Brosius,  chairman  of  the 
snbcommittee,  and  Messrs.  Hill  and  Cobb,  of  Missoari. 

STATEMEHT  OF  MB.  THEODOBE  GILMAN,  BAHKER,  OF  HEW 

YOBK  CITY. 

Mr.  Theodore  Oilman,  a  banker,  of  New  York  City,  appeared  before 
the  subcommittee  in  advocacy  of  the  bill  H.  E.  3338. 

[H.  R.  3338,  Fifty-foirth  Congrefls,  first  seasion.] 

A  BILL  to  protect  and  support  eommeroial  credit,  to  eqaalize  rates  of  interest,  to  provide  for  thelnoor- 
I>oration  of  clearinf;  houses,  to  regulate  and  define  tneir  operations,  to  provide  a  clearing-house  cur> 
rency  Becnre<l  by  pledge  of  commercial  assets  and  the  responsibility  or  the  associated  buiks,  and  to 
provide  for  the  circulation  and  redemption  thereof. 

Be  it  enacted  hy  the  Senate  and  House  of  Jlepreeentatives  of  the  United  States  of  America 
in  Congress  assemhledj  That  associations,  to  be  known  as  clearing  hooses,  for  the 
settlement  of  money  transactions  by  effecting  clearances  between  banks,  and  for 
doing  other  business  for  and  between  banks,  not  inconsistent  with  the  provisions  of 
this  act|  may  be  formed  by  any  nnmber  of  l)ank8,  not  less  than  five,  duly  incorpo- 
rated, either  under  the  national  currency  act  or  under  the  laws  of  any  State  or  ler- 
ritory  of  which  a  majority  shall  be  organized  under  the  national  currency  act,  in  any 
city  of  not  less  than  six  thousand  inhabitants,  who  shall  enter  into  articles  of  asso- 
ciation for  the  regulation  of  the  business  of  the  association  and  the  conduct  of  its 
affairs,  which  said  articles  shall  be  approved  by  the  stockholders  of  each  bank  unit- 
ing to  form  the  association  at  a  meeting  called  for  the  purpose  and  shall  iSe  signed  by 
the  officers  of  each  bank  by  authority  conferred  upon  them  to  do  so  by  vote  of  the 
stockholders,  and  a  copy  of  them  forwarded  to  the  Comptroller  of  the  Currency,  to 
be  filed  and  preserved  m  his  office. 

Sec.  2.  That  the  banks  uniting  to  form  such  an  association  shall,  by  their  proi>er 
officers,  make  an  organization  certificate,  which  shall  specify- 
First.  The  name  assumed  by  such  association,  which  name  shall  be  ''The  Clearing 
House  of  (giving  the  name  of  the  city  where  located  and  where  its  business  of  effect- 
ing clearances  shall  be  carried  on).'' 

Second,  llio  names,  the  amounts  of  the  capital  stock,  and  the  nnmber  of  shares 
into  which  it  is  divided,  of  the  banks  composing  the  association. 

Third.  A  declaration  that  said  certificate  is  made  to  enable  such  banks  to  avail 
themselves  of  the  advantages  of  this  act. 

The  said  certificate  shall  be  acknowledged  before  a  judge  of  some  court  of  record 
or  a  notary  public,  and  such  certificate,  with  the  acknowledgment  thereof  authen- 
ticated by  the  seal  of  such  court,  shall  be  transmitted  to  the  Comptroller  of  the  Cur- 
rency, who  shall  record  and  carefully  preserve  the  same  in  his  office.  Copies  of  such 
certificate,  duly  certified  by  the  Comptroller  and  authenticated  by  his  seal  of  office, 
shall  be  legal  and  sufficient  evidence  in  all  courts  and  places  within  the  United 
States,  or  the  jurisdiction  of  the  Government  thereof,  of  the  existence  of  such  asso- 
ciation and  of  every  other  matter  or  thing  which  could  be  proved  by  the  production 
of  the  original  certificate. 

Sec.  3.  That  every  association  formed  pursuant  to  the  provisions  of  this  act  shall, 
from  the  date  of  the  execution  of  its  organization  certificate,  be  a  body  corporate, 
but  shall  transact  no  business  except  such  as  may  be  incidental  to  its  organization, 
and  necessarily  preliminary,  until  authorized  by  the  Comptroller  of  the  Currency  to 
commence  the  business  of  effecting  clearances.  Such  associations  shall  have  power 
to  adopt  a  corporate  seal,  and  shall  have  succession  by  the  name  designated  in  its 
organization  certificate  for  the  period  of  twenty  years  from  its  organization,  unless 
sooner  dissolved  according  to  the  provisions  of  its  articles  of  association,  or  by  act 
of  the  banks  owning  two-thirds  of  the  capital  stock  represented  in  the  association, 
or  unless  the  franchise  shall  be  forfeited  by  a  violation  of  this  act;  by  such  name  it 
may  make  contracts,  sue  and  be  sued,  complain  and  defend  in  any  court  of  law  or 
equity,  as  fully  as  natural  persons ;  it  may  elect  or  appoint  directors,  and  by  its 
board  of  directors  appoint  a  president,  vice-president,  treasurer,  and  other  officers, 
define  their  duties,  require  bonds  of  them,  and  fix  the  penalty  thereof,  dismiss  saia 
officers,  or  any  of  them,  at  pleasure,  appoint  others  to  fill  their  places,  and  exercise 
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under  this  act  all  anoh  incidental  powers  as  shall  be  necessary  to  carry  on  the  busi- 
ness of  a  clearing  house  for  the  settlement  of  money  transactions  by  the  mutual 
set-off  of  debits  and  credits,  commonly  called  making  clearances  for  banks,  and  by 
obtaining  and  issuing  to  the  banks  composing  the  association  notes  according  to  the 
proyisions  of  this  act,  and  by  acting  as  trustee  for  the  note  holders  in  accordance 
with  the  provisions  of  this  act,  by  receiving  and  holding  in  trust  securities  pledged 
by  the  members  of  the  association  as  collateral  to  the  notes  issued  to  them,  to  be 
called  ''clearing-house  currency,''  and  by  acting  for  the  members  of  the  aHSOcia- 
tion  in  their  united  capacity  when  authorized  t-o  do  so  by  a  majority  vote  of  said 
members ;  and  its  board  of  directors  shall  also  have  power  to  define  and  regulate  by 
by-laws  not  inconsistent  with  the  provisions  of  this  act  the  manner  in  which  Ito 
directors  shall  be  elected  or  appointed,  its  officers  appointed,  its  property  transferred, 
its  generid  business  conducted,  and  all  the  privileges  granted  by  this  act  to  associa- 
tions organized  under  it  shall  be  exercised  and  enjoyed ;  and  its  usual  business  shall 
be  transacted  at  an  office  or  banking  house  located  in  the  place  specified  in  its 
organization  certificate. 

Sec.  4.  That  the  affairs  of  eveiy  association  shall  be  managed  by  not  less  than  nine 
directors,  one  of  whom  shall  be  the  president,  a  majority  of  whom  shall  be  directors 
in  banks,  members  of  the  association  which  are  organized  under  the  national  cur- 
rency act.  Every  director  shall,  during  his  whole  term  of  service,  bo  a  citizen  of 
the  United  States,  and  at  least  two-thirds  of  the  directors  shall  have  resided  in  the 
State,  Territory,  or  district  in  which  such  association  is  located  one  year  next  pre- 
ceding their  election  as  directors,  and  be  residents  of  same  during  their  continuance 
in  office.  Each  director  when  appointed  or  elected  shall  take  an  oath  that  he  will, 
BO  far  as  the  duty  devolves  on  him,  diligently  and  honestly  administer  the  affairs  of 
such  association  and  not  knowingly  violate,  or  willingly  permit  to  be  violated,  any 
of  the  provisions  of  this  act,  which  oath,  subscribed  by  himself  and  certified  by 
the  officer  before  whom  it  is  taken,  shall  be  immediately  transferred  to  the  Comp- 
troller of  the  Currency,  and  by  him  filed  and  preserved  in  his  office.  At  the  annual 
meetings  tiiere  shall  be  appointed  or  elected  a  loan  committee,  whose  duties  shall 
be  as  described  in  sections  nine  and  ten  of  this  act.  Members  of  this  committee 
shall  not  be  eligible  for  reelection  or  reappointment  until  one  year  after  their  terms 
of  office  shall  have  expired.  They  shall  he  divided  into  three  classes  at  their  first 
election  or  appointment,  one-third  shall  serve  one  year,  one-third  two  years,  and 
one-third  three  years,  and  at  every  election  or  appointment  thereafter  they  shall  be 
elected  or  appointed  for  a  term  of  three  years. 

Sbc.  5.  That  the  directors  of  any  association  first  elected  or  appointed  shall  hold 
their  places  until  their  successors  shall  be  elected  and  qualified.  All  subsequent 
elections  shall  be  held  annually  on  such  day  in  the  month  of  January  as  may  be 
specified  in  the  articles  of  association,  and  directors  so  electedshall  hold  theirplaces 
for  one  year  and  until  their  successors  are  elected  and  Qualified.  But  any  director 
having  in  any  manner  become  disqualified  shall  thereby  vacate  his  place.  Any 
vacancy  in  the  board  shall  be  filled  by  appointment  by  tiie  remaining  directors,  and 
any  director  so  appointed  shall  hold  his  place  until  the  next  election.  If  from  any 
cause  an  election  of  directors  shall  not  be  made  at  the  time  appointed,  the  associa- 
tion shall  not  for  that  cause  be  dissolved,  but  an  election  may  l»e  held  on  any  subee- 
quent  day,  thirty  days'  notice  thereof  in  all  cases  having  been  given  in  a  newspaper 
published  in  the  city,  town,  or  county  in  which  the  association  is  located.  If  the 
articles  of  association  do  not  fix  the  day  on  which  the  election  shall  be  held,  or  if 
the  election  shoidd  not  be  held  on  the  day  fixed,  the  day  for  the  election  shall  be 
designated  by  the  board  of  directors  in  their  by-laws  or  otherwise :  Pro^^ded,  That 
if  the  directors  fail  to  fix  the  day,  as  aforesaid,  banks  representing  two-thirds  of 
the  capital  stock  represented  in  the  association  may. 

8bc.  6  That  in  all  elections  of  directors,  and  in  deciding  all  (|uestion8  at  meetings 
of  members  of  the  association,  each  bank  member  shall  be  entitled  to  a  representa- 
tion equal  to  the  minimum  number  of  directors  allowed  by  law  to  said  bank,  but  no 
bank  organized  under  a  State  or  Territorial  law  shall  be  entitled  to  a  greater  repre- 
sentation at  such  meetings  than  that  of  a  national  bank.  Directors  of  a  bank  who 
shsUl  be  appointed  to  represent  said  bank  at  meetings  of  the  association  may  vote 
by  proxy  duly  authorized  in  writing,  but  no  officer,  clerk,  teller,  or  bookkeeper  of 
sncn  aseooiation  shall  act  as  proxy,  and  no  bank  any  of  whose  liabilities  are  past 
due  and  unpaid  shall  be  allowed  representation  in  the  board  of  directors  or  at  the 
meetings  of  the  association. 

Skc.  7.  That  if,  upon  a  careful  examination  of  the  facts  so  reported,  and  of  any 
other  facts  which  may  come  to  the  knowledge  of  the  Comptroller,  whether  by  means 
of  a  special  commission  appointed  by  him  for  the  purpose  of  inquiring  into  the  con- 
dition of  such  association  or  otherwise,  it  shall  appear  that  such  association  is  law- 
folly  entitled  to  commence  the  business  of  a  clearing  house  as  described  in  this  act, 
the  Comptroller  shall  give  to  such  association  a  certificate,  under  his  hand  and  offi- 
cial sealj  that  such  association  has  complied  with  all  the  provisions  of  this  act 
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requited  to  be  oompHed  with  before  being  entitled  to  oommenee  tbe  bnsiaeM  of  • 
clearing  honse  nnder  it,  and  that  sneh  anociation  is  authorised  to  commence  said 
badineM  accordingly ;  and  it  shall  be  the  duty  of  the  aseociation  to  eanee  said  oer- 
tiflcate  to  be  published  in  the  city  or  county  where  the  asaooiation  is  located  for  at 
least  sixty  days  after  the  issning  thereof. 

SxG.  B.  That  the  olearing-house  association  organized  under  this  act,  in  the  chief 
commercial  city  in  each  State,  or  in  the  oity  meet  central  and  oouTenient  for  busi- 
ness in  each  Htate,  or  any  clearing  honse  so  organised  effisetittg  bank  <dearingB  of  , 
over  two  hundred  million  dollars  aamaaliy,  to  oe  designatea  and  approved  by  the  ^ 
Comptroller  of  tiie  Currency,  shall  be  made  a  clearing  honse  of  issue.  And  if  there 
dudl  be  more  than  one  clearing  honse  of  issue  in  a  State,  then  the  Comptroller  of  the 
Currency  shall  divide  the  State  into  clearing-house  districtSy  and  banks  in  each 
State  or  district  shall  do  bnsiness  only  with  the  clearing  house  of  issue  in  their 
district. 

Sbo.  9.  That  a  clearing  house  of  issue  shall  be  anthorised  and  empowered  to 
receive  from  its  bank  members,  or  from  any  clearing  house  within  the  State  or  diatrict 
in  which  it  is  located,  commercial  assets,  promissory  notes,  bills  of  exchange,  converti- 
ble bonds  and  stocks,  and  other  securities  and  evidences  of  debt  as  collateral  teen- 
rity  foT  the  circulating  notes  of  the  said  association  to  be  issued  as  provided  in  this 
act;  and  on  the  approval  of  the  value  of  said  commercial  assets  by  its  loan  commit- 
tee, the  said  association  may  deliver  to  said  bank  member,  or  to  the  clearing  house  ^ 
within  its  district,  seventy-five  ner  centum  of  said  value  in  its  said  circulatiDg  notes 
as  an  advance  upon  said  pledged  firoperty,  and  shall  require  from  said  bank  member 
or  from  s^d  clearing-house  association  its  promissory  note  of  equal  unount,  which 
note  shall  be  in  form  as  approved  by  said  clearing  house  of  issue.  The  bank  or  asso- 
ciation taking  said  circulating  notes  shall  engage  to  redeem  them  at  all  times  when 
called  upon  to  do  so  by  the  association  issuing  the  notes  and  to  give  any  additional 
collateral  needed  to  restore  any  depredation  in  the  value  of  the  assets  pledged,  on 
demand:  and  on  failure  to  comply  with  such  demands  before  the  close  of  business 
hours  oi  the  day  when  mad^  said  bank  or  association  shall  be  a^ndged  in  default, 
and  shall  be  thereupon  closed  pending  an  examination  by  a  committee  Itom  the  asso- 
ciation which  issued  the  notes.  On  recommendation  by  the  examining  committee, 
the  loan  committee  shall  proceed  to  liquidate  the  loan  by  turning  the  securities  into 
cash,  in  accordance  with  the  method  provided  in  section  ten.  l%e  bank  or  clearing 
house  taking  said  notes  may  release  its  securities  fkom  pledge  by  depositing  with  ? 

the  said  clearing  house  of  issue,  clearing-house  currency,  United  States  legal-tender 
notes,  or  coin  certificates,  with  any  charges  made  by  said  clearing  house  of  issue, 
whereupon  it  shall  be  entitled  to  and  shaU  receive  all  its  securities  so  pledg^.  The 
charges  shall  be  regulated  by  each  clearing  house  of  issue.  Upon  the  receipt  of 
such  deposit  the  clearing  house  of  issue  thtdl  immediately  give  notice  in  a  newa- 
pa|»er  published  in  the  city,  town,  or  county  in  which  the  association  is  located, 
which  noUee  shall  be  published  at  least  once  a  week  ibr  six  months  successively, 
that  the  notes  of  such  association  or  clearing  honse  will  be  redeemed  at  par;  and 
that  all  the  outstanding  circulatinff  notes  of  such  association  or  clearing  house  must 
be  so  jnesented  for  redemption  within  six  years  from  the  date  of  such  notice,  and  all 
notes  which  shall  not  be  thus  presented  for  redemption  and  payment  within  the 
time  specified  within  such  notice  shall  cease  to  be  a  charge  upon  the  funds  in  the 
hands  of  the  clearing  house  for  that  purpose.  At  tbe  expiration  of  such  notice,  it 
shall  be  lawful  for  the  clearing  house  of  issue  to  surrender,  and  such  association  or 
clearing  house,  or  their  legal  representatives,  riiall  be  entitled  to  receive  aJl  the 
money  remaining  after  such  redemption,  except  so  much  thereof  as  may  be  neces- 
sary to  pay  the  reasonable  expenses  chargeable  against  the  said  accounts,  including 
the  payment  for  the  publication  of  the  above-mentioned  notices. 

Sbc.  10.  That  each  bank  or  clearing  honse  taking  such  circulating  notes  shall  guar- 
antee the  clearing  honse  of  issue  from  loss  resulting  from  such  issue  to  then,  and  in 
case  of  a  default  in  the  payment  of  a  loan  when  demanded  by  the  clearing  honse  of 
issue,  or  of  default  arising  in  any  other  manner,  then  it  shall  be  the  duty  of  said  clear- 
ing house  of  issue,  if  the  default  is  made  by  a  clearinghouse  in  its  State  or  district,  to 
levy  upon  the  remaining  clearing  houses  in  said  State  or  districi^  in  proportion  to 
tiieir  capital,  a  suflicient  sum  to  provide  for  the  payment  of  said  loan,  and  if  the 
defiKult  is  made  by  a  bank  member  of  its  own  clearing  house  to  levy  upon  the  other 
bank  members  in  proportion  to  their  capital  a  sulficient  sum  to  provide  Ibr  the  pay-  ^ 

ment  of  said  loan,  which  sum  shall  be  held  for  the  payment  and  redemption  or  tiie 
<^culating  notes  so  issued .  And  if  enough  money  can  not  be  obtained  by  such  assess- 
ments, then  it  shall  be  the  duty  of  said  clearinff  house  of  issue  to  report  to  the  Con^ 
troller  of  the  Currency  the  fact  of  said  default,  and  it  shall  be  his  duty  to  levy  a 
fdrther  assessment  upon  all  the  clearing  houses  oiganized  under  this  act  in  all  the 
States  and  Territories  until  such  sum  is  secured,  in  which  case  the  funds  so  raised  1^ 
the  Comptroller  shall  be  paid  by  him  to  the  Treasurer  <rf  the  United  States  as  a  special 
ftind  to  pay  the  circolatmg  notes  of  the  defaulting  bank  or  olsariag  homa^  and  hn 
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akftH  appoint  a  leceiver  for  the  collateral  securities  to  the  loan  or  loans  in  default, 
who  shall  take  possession  thereof  and  turn  them  into  cash  and  distribute  the  pro- 
ceeds to  the  banss  which  have  contributed  to  the  assessment,  and  any  surplus  afber 
reimbuTsinj^  them  their  advances  shall  be  handed  over  to  the  bank  in  default  or  its 
legal  Tepreeentati ve.  Bu t  i  f  the  assessment  by  the  clearing  house  of  issue  is  sufficient 
to  provide  the  needed  funds,  then  the  collaterals  shall  be  admioistered  upon  and 
turned  into  cash  by  the  loan  committee  or  by  a  liquidating  committee  of  said  clear- 
ing house  of  issue  and  the  cash  proceeds  shall  be  appropriated  as  above  provided. 
At  no  time  shall  the  total  amount  of  such  notes  issued  to  any  bank  or  clearinghouse 
exceed  the  amount  at  such  time  actually  paid  in  of  the  capital  stock  of  the  bank  or 
banks  composing  the  clearing  house  so  applying.  And  said  loan  committee  are 
charged  with  the  duty  of  supervising  said  loans  so  as  to  maintain  the  margin  of  value 
of  the  collateral  security,  and  shall  demand  additional  securities  to  make  good  any 
depreciation  in  their  value,  and  thev  may  allow  withdrawals  and  substitutions  of 
securitiee  which  shall  not  diminish  tne  said  value. 

Sec.  11.  That  in  ord^r  to  furnish  suitable  notes  for  circulation,  as  provided  in  this 
act,  the  Comptroller  of  the  Currency  is  hereby  authorized  and  required,  under  the 
direction  of  the  Secretary  of  the  Treasary,  to  cause  plates  and  dies  to  be  engraved, 
in  the  beat  manner,  to  guard  against  counterfeiting  and  fraudulent  alterations,  and 
to  have  printed  therefrom,  and  numbered,  such  quantity  of  circulating  notes,  in 
blank,  of  the  denominations  of  one  dollar,  two  dollars,  five  dollars,  ten  dollars, 
twenty  dollars,  fifty  dollars,  one  hnndred  dollars,  five  hundred  dollars,  and  one 
thousand  dollars,  as  may  be  required  to  supply  under  this  act  the  associauons  enti- 
tled to  receive  tne  same,  which  notes  shall  express  upon  their  face  that  they  are 
seeured  by  deposit  with  the  clearing  house  of  issue  at  (naming  the  city)  of  commer- 
cial assets  at  seventy-five  per  centum  of  their  market  value,  and  that  said  clearing 
house  holds  said  assets  as  trustee  for  the  note  holder  to  secure  their  payment,  which 
payment  is  guaranteed  bv  the  associated  banks  of  the  United  States  through  an^ 
clearing  house,  and  shall  be  attested  by  the  signatures  of  the  president  or  vioe-presi- 
d«it  and  treasurer  of  said  clearing  house  of  issue  as  for  account  of  the  bank  or 
clearing  house  receiving  said  notes,  and  on  requisition  of  a  clearing  house  of  issue 
the  Comptroller  of  the  Currency  shall  forward  the  amount  of  blank  notes  in  denomi- 
nations as  called  for  as  may  be  required  to  supply  the  banks  or  clearing  houses 
entitled  to  receive  the  same  under  this  act. 

Ssc.  12.  That  after  any  such  clearing  house  of  issue  shall  have  caused  its  promises 
to  pay  such  notes  on  demand  to  be  signed  by  the  president  or  vice-president  and 
treasurer  thereof,  in  such  manner  as  to  make  them  obligatory  promissory  notes,  pay- 
able on  demand,  such  clearing  house  of  issue  shall  deliver  them  to  the  banir  or 
clearing-house  association  entitled  to  receive  them,  who  are  hereby  authorized  to 
issne  and  circulate  the  same  as  money,  and  the  same  shall  be  received  at  par  at  all 
the  clearing  houses  in  the  United  States  organized  under  this  act,  and  said  clearing 
house  of  issue  shall  thereupon  forward  to  the  Comptroller  of  the  Currency  a  certifi- 
cate setting  forth  the  amount  of  notes  delivered,  the  name  of  the  bank  or  clearing 
houee  receiving  same,  and  the  amount  of  the  collateral  security  held  in  trust  for 
their  redemption. 

Sec.  13.  That  it  shall  be  the  duty  of  the  clearing  house  of  issue  to  receive  worn- 
out  or  mutilated  circulating  notes  issued  by  it  to  any  bank  or  clearing  house,  and 
also,  on  due  proof  of  the  destruction  of  any  sach  circulating  notes,  to  deliver  in 
place  thereof  other  circulating  notes  of  like  tenor  and  amount.  And  such  worn-out 
<ff  mutilated  notes,  after  a  memorandum  shall  have  been  entered  in  the  proper  books, 
as  may  be  established  by  the  clearing  house  of  issue,  as  well  as  all  circulating  notes 
which  shall  have  been  paid  or  surrendered  to  be  canceled,  shall  be  burned  to  ashes  in 
piesence  of  three  persons,  one  to  be  appointed  by  the  Comptroller  of  the  Currency, 
one  by  the  clearing  house  of  issne,  and  one  by  the  bank  or  clearing  house  on  whose 
account  they  were  issued,  and  a  certificate  of  such  burning  shall  be  made  on  the 
books  of  the  clearing  house  of  issue,  and  duplicates  forwardea  to  the  Comptroller  of 
the  Currency  and  to  the  bank  or  clearing  house  whose  notes  are  thus  canceled. 

Ssc.  14.  That  it  shall  be  unlawful  for  any  officer  acting  under  the  provisions  of 
this  act  to  countersign  or  deliver  to  any  association  or  to  any  other  company  or  per- 
sons any  circulating  notes  contemplated  by  this  act^  except  as  hereinbefore  provided 
and  in  accordance  with  the  true  intent  and  meaning  of  this  act.  Any  omeer  who 
shall  violate  the  provisions  of  this  section  shall  be  deemed  guilty  of  a  high  mis- 
demeanor, and  on  conviction  thereof  shall  be  punished  by  fine  not  exceeding  double 
the  amount  so  conntersigned  and  delivered  and  imprisonment  not  less  than  one  year 
and  not  exceeding  fifteen  years,  at  the  discretion  of  the  court  in  which  he  shall  be 
tried. 

Sic.  15.  That  it  shall  be  lawful  for  any  such  association  to  purchase,  hold,  and 
oonvey  real  estate  as  follows : 

First.  Such  as  shall  be  necessary  for  its  immediate  accommodation  in  the  trana- 
aolioB  of  its  business. 
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Second.  Sncb  as  shalL  be  mortgaged  to  it  in  good  faith  by  way  of  Beoarity  for  debts 
previously  contracted. 

Third.  Snob  as  shall  be  conveyed  in  satisfaction  of  debts  previously  contracted  in 
the  course  of  ita  dealings. 

Foarth.  Such  as  it  shall  purchase  at  sales  under  judffment,  decrees,  or  mortgages 
held  by  such  association,  or  shall  purchase  to  secure  debts  due  to  said  association. 

Such  association  shall  not  purchase  or  hold  real  estate  in  any  other  case  or  for 
any  other  purpose  than  as  specified  in  this  section,  nor  shall  it  hold  the  possession 
of  any  real  estate  under  mortgage,  or  hold  the  title  and  possessions  of  any  real 
estate  purchased  to  secure  any  debts  due  to  it  for  a  longer  period  than  five  years. 

Sec.  16.  That  the  plates  and  special  dies  to  be  procured  by  the  Comptroller  of  the 
Currency  for  the  printing  of  such  circulating  notes  shall  remain  under  his  control 
and  direction,  and  the  expense  necessarily  incurred  in  executing  the  provisions  of 
this  Act,  respecting  the  procuring  of  such  notes  and  all  other  expenses  of  the  bureau, 
shall  be  assessed  each  year  upon  the  clearing  houses  organized  under  this  act,  in 
proportion  to  the  capital  stock  of  their  members. 

Sec.  17.  That  the  Comptroller  of  the  Currency,  with  the  approbation  of  the 
Secretary  of  the  Treasury,  as  often  as  shall  be  deemed  necessary  or  proper  or  at  the 
request  of  any  clearing  house,  shall  appoint  a  suitable  person  or  persons  to  make  an 
examination  of  the  aifairs  of  every  association  organized  under  this  act,  which 
person  shall  not  be  a  director  or  other  officer  in  any  association  whose  affairs  he 
shall  be  appointed  to  examine,  and  who  shall  have  power  to  make  a  thorough  exam- 
ination into  all  the  affairs  of  the  association,  and  in  doing  so  to  examine  any  of  the 
officers  and  agents  thereof  on  oath,  and  shall  make  a  full  and  detailed  report  of  the 
oondition  of  the  association  to  the  Comptroller,  who  shall  fix  the  compensation  for 
his  services. 

Sec.  18.  That  every  president,  director,  treasurer,  teller,  clerk,  or  agent  of  any  asso- 
ciation who  shall  embezzle,  abstract,  or  willfully  misapply  any  of  the  moneys,  funds, 
or  credits  of  the  association,  or  shall,  without  authority  from  the  directors,  issue  or 
put  in  circulation  any  of  the  notes  of  the  association,  or  shall,  without  such  author- 
ity, assign  any  note,  bond,  draft,  bill  of  exchange,  mortgage,  judgment,  or  decree,  or 
shall  make  any  false  entry  in  any  book,  report,  or  statement  of  the  association  with 
intent  in  either  case  to  injure  or  defraud  the  association,  or  any  other  company,  body, 
politic  or  corporate,  or  any  individual  person,  or  to  deceive  anv  officer  of  the  associa- 
tion, or  any  agent  appointed  to  examine  the  affairs  of  any  such  association,  shall  be 
deemed  guilty  of  a  misdemeanor,  and  upon  conviction  thereof  shall  be  punished  by 
imprisonment  not  less  than  five  nor  more  than  ten  years. 

Sec.  19.  That  every  person  who  shall  mutilate,  cut,  deface,  disfigure,  or  perforate 
with  holes,  or  shall  unite  or  cement  together,  or  do  any  other  thing  to  any  note  issued 
by  any  such  association,  or  shall  cause  or  procure  the  same  to  be  done,  with  intent 
to  render  such  note  unfit  to  be  reissued  by  said  association,  shall,  upon  conviction, 
forfeit  fifty  dollars  to  the  association  who  shall  be  injured  thereby,  to  be  recovered 
by  action  in  any  court  having  jurisdiction. 

Sec.  20.  That  if  any  person  shall  falsely  make,  forge,  or  counterfeit,  or  cause  or 
procure  to  be  made,  forged,  or  counterfeited,  or  willingly  aid  or  assist  in  falsely 
making,  forging,  or  counterfeiting,  any  note  in  imitation  of,  or  purporting  to  be  in 
imitation  of,  the  circulating  notes  Issued  under  the  provisions  of  this  Act,  or  shall 
pass,  utter,  or  publish,  or  attempt  to  pass,  utter,  or  publish,  any  false,  forged,  or 
counterfeited  note,  purporting  to  be  Issued  by  any  association  doing  business  under 
the  provisions  of  this  Act,  knowing  the  same  to  be  falsely  made,  forged,  or  counter- 
feited, or  shall  falsely  alter,  or  cause  or  procure  to  be  falsely  altered,  or  willingly 
aid  or  assist  in  falsely  altering,  any  such  circulating  notes,  issued  as  aforesaid,  or 
shall  pass,  utter,  or  publish,  or  attempt  to  pass,  utter,  or  publish,  as  true,  any  falsely 
altered  or  spurious  circulating  note  issued,  or  purporting  to  have  been  issued,  as 
aforesaid,  knowing  the  same  to  be  falsely  altered  or  spurious,  every  such  person  shall 
be  deemed  and  adjudged  guilty  of  felony,  and  being  thereof  convicted  by  due  course 
of  law  shall  be  sentenced  to  be  imprisoned  and  kept  at  hard  labor  for  a  period  of  not 
less  than  five  years  nor  more  than  fifteen  years,  and  fined  in  a  sum  not  exceeding  one 
thousand  dollars. 

Sec.  21.  That  if  any  person  shall  make  or  engrave,  or  cause  or  procure  to  be  made 
or  engraved,  or  shall  nave  in  his  custody  or  possession  any  plate,  die,  or  block  after 
the  similitude  of  any  plate,  die,  or  block  from  which  any  circulating  notes,  issued 
as  aforesaid,  shall  have  been  prepared  or  printed,  with  intent  to  use  such  plate,  die, 
or  block,  or  cause  or  sufier  the  same  to  be  used,  in  forging  or  counterfeiting  any  of 
the  notes  issued  as  aforesaid,  or  shall  have  in  his  custody  or  possession  any  blank 
note  or  notes  engraved  and  printed  after  the  similitude  of  any  notes  issued  as  afore- 
said, with  intent  to  use  such  blanks,  or  cause  or  suifer  the  same  to  be  used,  in  forg- 
ing or  counterfeiting  any  of  the  notes  i>sued  as  aforesaid,  or  shall  have  in  his 
custody  or  possession  any  paper  adapted  to  the  making  of  such  notes,  and  similar 
to  the  paper  upon  which  any  such  notes  shall  have  been  issued,  with  intent  to  use 
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such  paper,  or  cause  or  suffer  the  same  to  be  nsedy  in  forging  or  oonnterfeiting  any 
of  the  notes  issued  as  aforesaid,  every  such  person,  being  thereof  convicted  by  due 
coarse  of  law  shall  be  sentenced  to  be  imprisoned  and  kept  to  hard  labor  for  a  term 
not  less  than  five  or  more  than  fifteen  years,  and  fined  in  the  sum  not  exceeding  one 
thonsand  dollars. 

Sec.  22.  That  it  shall  be  the  duty  of  the  Comptroller  of  the  Currency  to  report 
annually  to  Congress  at  the  commencement  of  its  session : 

First.  A  summary  of  the  operations  and  condition  of  every  association  from  whom 
reports  have  been  received  the  preceding  year,  at  the  several  dates  to  which  snob 
reports  refer,  with  an  abstract  of  the  whole  amount  of  their  debts  and  liabilities, 
the  amount  of  circulating  notes  outstanding,  and  the  total  amount  of  means  and 
resources,  specifying  the  amount  of  lawful  money  held  by  them  at  the  times  of  their 
several  returns,  and  such  other  information  in  relation  to  said  associations  as  in  his 
judgment  may  be  useful. 

Second.  A  statement  of  associations  whose  business  has  been  closed  dnring  the 
year,  with  the  amount  of  their  circulation  redeemed  and  amount  outstanding. 

Third.  Any  amendment  to  the  laws  relative  to  clearing  houses,  by  which  the  sys- 
tem may  be  improved,  and  the  security  of  the  holders  of  tneir  notes  may  be  increased. 

Fourth.  The  whole  amount  of  the  expenses  of  carrying  out  the  provisions  of  this 
act.  And  such  report  shall  be  made  bv  or  before  the  first  day  of  December  in  each 
year,  and  the  usual  number  of  copies,  for  the  use  of  the  Senate  and  House,  and  one 
thousand  for  the  use  of  the  Department,  shall  be  printed  by  the  Public  Printer  and 
in  readiness  for  distribution  at  the  first  meeting  of  Congress. 

Sec.  23.  That  the  clearing  houses  orsanized  under  this  act  may  organize  among 
themselves  associations  to  include  the  banks  members  thereof  in  any  State  or  dis- 
trict, and  may  hold  annual  conventions  and  meetings  at  other  times,  for  the  formu- 
lation of  rules  and  regulations  for  the  conduct  of  their  affairs  and  for  the  discussion 
of  financial  subjects  and  for  the  preservation  and  exchange  of  information,  to  govern 
tho  granting  of  credits,  and  when  approved  by  the  Secretary  of  the  Treasury,  such 
rules  and  regulations  shall  be  binding  upon  the  banks  and  clearing  houses  within 
said  State  and  district. 

Sec.  24.  That  clearing  houses  organized  under  this  act  may  form  a  national  asso- 
ciation, which  shall  meet  in  convention  annually,  and  whose  object  shall  be  the 
promotion  of  the  interests  of  the  banks  of*  the  United  States  receiving  the  benefits 
of  this  act,  and  said  convention  may  pass  rules  and  regulations  to  govern  the  opera- 
tions of  clearing  houses  and  the  banks  connected  with  same,  which,  when  approved 
by  the  Secretary  of  the  Treasury,  shall  bo  binding  upon  such  clearing  houses.  The 
delegates  to  a  State  or  district  convention  shall  number  one  hundred,  and  to  a  general 
convention  three  hundred, which  numbers  divided  into  the  aggregate  of  the  banking 
capital  represented  will  give  in  each  case  the  amount  of  capital  to  be  taken  as  the 
basis  of  representation.  The  Comptroller  of  the  Currency  may  unite  banks  into 
voting  groups  where  their  separate  capital  is  below  the  basis  of  representation,  and 
each  group  shall  be  entitled  to  one  representative.  All  elections  of  representatives 
to  conventions  shall  be  by  a  majority  vote  of  the  directors  eutitled  to  vote  of  single 
banks  and  banks  composing  groups;  each  bank  shall  have  a  vote  equal  to  the 
minimum  number  of  directors  allowed  to  it  by  law,  but  no  bank  shall  be  allowed 
more  votes  than  shall  be  given  to  a  national  bank,  and  no  bank  shall  have  more  than 
one  representative  in  the  national  association. 

Mr.  Gilman  made  the  following  statement : 

Mr.  Ghaibman  and  Gentlemen  :  The  first  stated  object  of  the  bill 
is  <^to  protect  and  support  commercial  credit,  and  so  equalize  rates  of 
interest,"  and  it  provides  in  its  first  section  for  the  incorporation  of 
individaal  banks  into  clearing-honse  associations. 

The  theory  of  the  bill  is  that  the  absence  of  a  means  of  supporting 
credit  is  inherent  in  a  system  like  that  at  present  existing  in  our 
country,  which  provides  only  for  the  incorporation  of  individual  banks 
and  stops  there. 

The  organization  of  individual  banks  forms  the  basis  of  a  system, 
but  if  the  banks  are  not  organized  with  relations  to  each  other,  it  is  a 
misnomer  to  call  it  a  system;  it  is  only  an  agglomeration.  Individual 
banks  are  organized  under  the  national  currency  act  on  an  independent 
basis  and  are  emjwwered  to  take  care  of  themselves  and  their  custom- 
ers. They  are  competitive  and  not  mutually  supporting;  each  one  is  a 
unit  and  autonomous,  like  a  petty  principality. 

We  use  the  term  "national  banking  system"  to  describe  the  4,000 
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Beparate  banks  which  are  organized  under  the  national  cnrrencj  act  of 
1863.  But  do  they  form  a  system  in  the  sense  in  which  we  use  that 
word  to  describe  systems  of  which  the  executive,  legislative,  and  judi- 
cial branches  of  the  Government  are  examples!  Lower  and  higher 
officials,  elective  bodies,  and  courts  make  up  the  gradations  of  these 
systems. 

THB  OPERATION  OF  BANKING.  *  ^ 

It  is  evident  that  a  national  bank  does  not  cover  the  whole  operation 
of  banking  from  the  creation  of  debits  and  credits  to  their  final  extinc- 
tion. The  beginning  of  the  operation  is  in  a  bank,  and  it  is  concluded 
in  a  clearing  house.  The  enormous  amount  of  clearings,  aggregating 
fifty  thousand  millions  annually,  show  the  importance  of  their  functions 
from  a  money  standpoint.  But  their  services  can  not  be  even  thus  lim- 
ited, for  they  provide  the  daily  test  of  the  solvency  of  every  bank  and 
business  man  in  the  country:  they  provide  a  barometer  of  the  state  of 
credit  and  the  movements  or  currency,  and  are  the  only  places  where 
individual  banks  are  brought  together  and  where  united  action  can  be 
secured. 

Out  of  these  conditions  comes  the  necessity  of  mutual  agreements 
and  regulations  for  the  government  of  the  business  to  be  transacted, 
and  for  the  protection  of  the  banks  associated  in  the  clearing  house. 
The  clearing  house  must  have  its  articles  of  association  or  incorporation 
under  the  laws  of  the  dififereiit  States,  its  officers  and  committees,  and 
their  dnties  must  be  clearly  defined.  For  the  protection  of  the  asso- 
ciated banks  there  must  reside  somewhere  the  right  and  duty  to  in8i)ect 
the  affairs  of  any  of  their  number,  and  even  to  suspend  one  from  its 
privileges  on  specified  proofs  and  charges.  These  are  powers  in  which  ^ 
not  only  the  associated  banks  are  interested,  as  the  representatives  of 
their  many  stockholders,  but  also  all  the  customers  of  each  bank,  and 
the  ramification  of  these  interests  in  every  clearing  house  as  at  present 
constituted  stretch  far  and  wide  over  the  whole  country.  The  organi- 
zation and  regulations  of  clearing  houses  become,  therefore,  matters 
in  which  the  entire  country  is  interested,  and  in  times  of  commercial 
disturbance  this  becomes  evident  beyond  question.  At  such  times  the 
most  delicate  questions  are  brought  before  clearing  houses  for  their 
decision,  and  the  wisdom  of  experienced  bankers  has  then  the  oppor- 
tunity to  render  important  service  in  staying  incipient  panic  and  in 
carrying  houses  and  banks  over  difficulties  that  are  never  known  oat- 
side  of  banking  circles. 

THE  PAET  OF  CLEARING  HOUSES  IN  BANKING. 

The  banking  system,  therefore,  must  be  considered  to  include  not  only 
banks  but  clearing  houses  as  well,  and  though  these  latter  play  such  an 
important  part  in  the  banking  operations  of  the  country,  they  are  not 
a  part  of  the  national  banking  system,  and  are  not  under  govermental 
supervision.  The  question  arises.  Can  the  national  system  be  considered 
complete  until  clearing  houses  are  incorporated  in  it  under  United 
States  laws  and  Government  supervision!  To  answer  this  question  ^ 
intelligently  we  must  then  take  a  glance  at  our  national  banking  sys- 
tem and  inquire  what  are  its  chief  distinguishing  characteristics,  not 
only  at  home  but  as  compared  with  the  systems  of  other  nations. 

It  is  a  remarkable  political  fact,  and  one  which  we  do  not  always  ftilly 
appreciate  or  give  sufficient  weight  to,  that  the  United  States  stand 
alone  among  the  nations  of  the  earth  in  having  a  national  system  of 
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banUng  based  upon  a  general  law.  This  situation  lias  been  leaehed  as 
Ae  oatgfowth  of  American  iustitntions,  and  as  the  result  of  politiceJ 
Mid  financial  discussions  and  camiNugns  conducted  with  intense  excite- 
ment on  the  one  hand  and  acknowledged  ability  on  the  other.  Now^  it 
must  be  received  as  the  first  article  of  our  financial  creed,  universally 
accepted  as  r^ublioan  dogma,  that  banking  in  this  country  muet  be 
done  under  a  general  law. 

PIIKPOfiB  AKB  BFFBOT  OF  A  aSNBBAIi  BANKIKa  LAW. 

The  underlying  purpose  of  a  general  banking  law  is  to  form  banks 
for  the  benefit  of  the  people,  and  to  make  free  all  the  benefits  of  the 
law  to  any  who  comply  with  its  conditions. 

The  chief  effect  of  a  general  law  is  to  create  a  large  number  of  indi- 
vidual banks  of  moderate  capital  in  all  parts  of  the  country.  Banks 
of  great  capital,  sufUcient  to  give  a  world-wide  credit,  or  to  enable  a 
bank  to  establish  branches  in  this  and  other  countries,  and  to  issue 
currency  on  its  own  credit,  are  not  contemplated  by  a  general  law. 
I^ch  banks  must  have  special  charters  and  be  to  some  extent  monopo- 
ttes,  and  tiiey  are  conducted  for  the  privileged  owners  and  not  for  the 
people. 

In  a  banking  system  composed  of  4,000  individual  banks  of  equal 
standing  and  moderate  capital  there  must  be  found  some  substitute  for 
the  great  banks  of  other  countries — the  Bank  of  Sngland  or  the  Bank 
of  f^nce.  That  these  banks,  from  their  central  position  and  command- 
ing  capital,  do  give  a  steadiness  to  the  financial  affairs  of  their  conn- 
tries,  and  that  it  would  be  a  benefit  for  our  finances  to  be  steadied  in 
the  same  way,  can  not  be  denied.  Our  people  will,  however,  neither 
yield  their  approval  of  general  laws  nor  their  disapproval  of  a  govern- 
mental bank.  This  great  need  of  a  balance  wheel  in  our  financial  sys- 
tem can  be  met  in  entire  harmony  with  republican  institutions  by 
another  general  law  which  will  provide  for  the  incorporation  of  asso- 
ciated and  adjacent  banks  in  clearing-house  associations,  as  provided 
in  the  bill  before  u&  By  means  of  the  provisions  which  can  be  incor- 
porated in  a  general  law  the  defect  may  be  obviated  of  the  lack  of  com- 
manding capital,  and  all  the  advantages  secured  which  large  resources 
bring,  not  only  for  the  transaction  of  current  business  but  for  special 
emergencies,  when  united  action  would  be  desired  to  preserve  the 
Btebility  of  the  financial  situation. 

The  advantages  resulting  from  the  joint  action  of  banks  may  be  seen 
in  the  union  of  the  banks  of  Great  Britain  in  the  crisis  of  1890,  when 
by  concerted  action  tiiey  formed  a  guarantee  fund  of  £15,000,000  to 
save  the  Barings  from  suspension.  Bv  this  magnificent  energy  a  panic 
was  avoided  which  the  Bank  of  England  was  utterly  unable  to  meet 
alone.    Among  Macleod's  reflections  on  this  subject  is  the  following : 

To  meet  Buoh  tremendoas  crieM,  as  all  fbtare  onea  will  be,  the  Bank  of  England 
moat  aet  togetiberwil^  aU  the  other  banks  in  the  country  to  support  the  eommerdal 
eommnnity. 

OIiBARIN€hKOUS£  OSBTIFIOATBS  07  1893. 

The  united  action  of  the  banks  composing  the  clearing  house  of  "Sew 
York  in  1867, 1880^  and  1861,  and  at  various  times  since  then,  by  the 
issue  of  clearing-house  certificates,  of  which  the  last  familiar  instance 
was  in  1803,  proved  of  the  greatest  benefit  not  only  to  New  York  but 
to  all  the  country.  This  action  was  without  any  special  legal  authority, 
and  it  is  evident  that  if  our  clearing  houses  are  incorporated  under  a 
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general  law,  and  made  part  of  oar  banking  system,  that  we  wonld  have 
the  machinery  ready  for  action  all  over  the  country  to  meet  any  finaD- 
cial  crisis,  and  that  not  a  day's  delay  need  occur  before  it  is  announced 
that  adequate  provisions  have  already  been  made  for  any  emergency. 
The  united  action  of  the  associated  banks  of  the  United  States  tl^ough 
their  clearing  houses  would  always  establish  credit,  and  this  resource 
would  always  be  at  hand  if  the  clearing  houses  were  incorporated  into 
our  banking  system  by  act  of  Congress.  It  is  to  Congress  the  country 
must  look  for  appropriate  legislation  to  include  all  banking  operations 
under  Government  supervision,  so  that  in  fact,  as  well  as  in  name,  we 
shall  have  a  national  banking  system. 

Eepublican  ideas  have  thus  far  controlled  the  development  of  our 
banking  system.  Under  the  guidance  of  the  principles  contained  in 
the  Declaration  of  Independence  the  monetary  system  of  the  United 
States  has  reached  a  point  which  is  in  certain  particulars  in  advance 
of  that  of  any  other  nation  in  the  world.  In  the  characteristics  of 
general  banking  laws,  and  governmental  inspection  and  uniform  and 
complete  statistical  reports,  no  other  country  has  reached  our  degree 
of  theoretical  advance.  We  need  but  to  add  the  capstone  of  associa- 
tion under  a  general  law  with  governmental  supervision  to  make  our 
system  not  only  the  best  in  the  world  but  the  most  efficient  instru- 
ment possible  for  the  development  of  the  resources  of  our  land.  And 
this  last  step  is  preeminently  republiciin,  for  it  leaves  the  individual 
banks  free  and  independent  and  yet  organizes  them  into  strong 
bodies  by  means  of  incorporated  clearing  houses.  A  banking  sys- 
tem so  formed  would  last  as  long  as  the  principles  of  representative 
government. 

Having  thus  considered  the  incorporation  of  clearing  houses  under 
a  national  law  as  necessary  to  complete  the  national  banking  system, 
we  will  now  discuss  such  incorporation  as  a  measure  '^to  protect  and 
support  commercial  credit,  and  equalize  rates  of  interest." 

SAFEGUABD  AGAINST  PANICS. 

A  bill  which  has  this  for  its  first  stated  object  not  only  proposes  to 
do  that  which  the  entire  business  community  must  approve  of,  but  it 
implies  that  commercial  credit  is  now  unprotected  and  unsupported, 
and  that  there  is  need  of  some  additional  agencies  other  than  those 
at  present  in  existence,  to  fully  and  perfectly  accomplish  this  most 
devoutly  to  be  desired  result.  The  argument  on  which  this  bill  is 
based  is  so  simple  that  it  can  be  stated  in  a  single  sentence,  but  the 
subject  is  so  large  that  volumes  could  be  written  in  elucidation  of  it. 
In  a  sentence,  it  is  this:  Panics  or  failures  of  commercial  credit  come 
upon  the  business  community  with  unwelcome  frequency,  and  an  ample 
safeguard  against  their  destructive  effect  would  be  provided  by  incor- 
porating clearing  houses  under  United  States  laws,  with  power  to  issue 
currency  on  pledge  of  convertible  collateral  security  to  banks  apply- 
ing for  such  accommodation.  It  is  evident  also  that  any  system  which 
is  able  to  bear  a  great  strain  can  with  greater  ease  bear  a  lesser,  and 
if  the  system  of  incorporating  clearing  houses  could  avert  panics,  it 
could  also  avert  money  pressures  of  less  magnitude  and  meet  the 
requirements  of  busy  seasons  as  well,  and  thus  attain  the  great  desid- 
eratum of  equalizing  rates  of  interest  throughout  the  year,  and  from 
one  end  of  the  country  to  the  other,  so  that  business  men  should  not 
be  compelled  to  pay  high  rates  of  interest  for  money  only  because  busi- 
ness 13  brisk,  or  those  in  one  part  of  the  country  be  compelled  to  pay 
a  higher  rate  of  interest  than  those  living  in  another. 
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We  must  here  interject  a  few  general  remarks.  Bankers,  as  such, 
liave  only  an  indirect  concern  in  tin)  purchase  and  minting  of  silver 
by  the  Government,  for  they  can  bank  as  well  on  one  basis  as  another, 
but  they  justly  ask  of  the  Government  a  banking  system  as  nearly 
perfect  as  possible.  We  must  also  separate  the  finances  of  the  Gov- 
ernment from  the  operations  of  commercial  banks  organized  under 
State  and  national  laws.  The  Government  does  not  issue  its  currency 
in  accordance  with  the  national  banking  act,  but  on  an  entirely  different 
principle.  All  the  troubles  of  the  Government  of  the  United  States 
with  its  currency  could  be  remedied  in  one  season  by  the  enactment  of 
a  tariff  which  would  produce  a  revenue  greater  than  the  expenses. 

Let  us  now  return  from  this  short  digression. 

As  the  lesser  is  contained  in  the  greater,  we  must  consider,  for  a 
proper  understanding  of  the  objects  of  this  bill,  the  nature  of  the  fail- 
ures of  commercial  credit,  called  panics,  and  the  two  methods  of  their 
cure. 

NATURE  OF   PANICS. 

Panics  are  occasional  failures  of  confidence  which  are  inseparable 
from  an  unprotected  credit  system.  The  credit  system  may  be  said  to 
have  begun  in  England  by  the  chartering  of  the  Bank  of  England  in 
1694.  Two  years  later  Bank  of  England  notes  were  at  20  per  cent  dis- 
count, and  the  bank  stopped  payment  thereon  in  coin  (Adam  Smith, 
Book  II,  Chap.  II ).  So  it  appears  that  two  years  after  the  modern  credit 
system  was  established  there  was  a  failure  of  confidence,  and  we  have 
been  having  a  repetition  of  the  same  experience  every  few  years  from 
that  time  to  the  present  day. 

The  cause  is  not  far  to  seek.  We  give  credit  to  an  order  or  promise 
to  pay  of  a  government,  individual,  corporation,  or  bank.  A  bank  will 
print  a  circulating  note  to  read:  ''We  promise  to  pay  on  demand  one 
dollar,"  or  will  receive  deposits  and  promise  to  pay  them  on  demand, 
and  if  v  e  believe  the  bank  can  and  will  do  as  it  promises  we  give  it 
credit.  But  we  know  all  the  time  that  the  bank  only  keeps  on  hand  in 
cash  25  per  cent  of  its  promises  to  pay.  Everybody  knows  that,  but 
in  an  intelligent  community — and  credit  is  only  possible  in  such — the 
giving  of  this  credit  is  accepted  and  recognized  as  reasonable  and 
right,  and  the  sufficiency  of  a  reserve  of  25  per  (;ent  is  believed  to  be 
as  good,  for  all  practical  purposes  as  keeping  in  hand  the  entire  amount. 

DANIEL  WEBSTEE   ON   CEEDIT. 

But  not  only  banks  and  governments  promise  to  pay  money  which 
they  have  not  in  hand,  but  all  business  is  conducted  on  the  principle  of 
a  reserve,  which  are  other  words  for  the  credit  system.  The  merchant, 
manufacturer,  and  business  man  generally  all  promise  to  pay  in  the 
future  the  money  proceeds  of  commodities  which  are  yet  unmanufac- 
tured and  unsold,  and  enough  cash  only  is  kept  on  hand  to  meet  present 
requirements.  By  means  of  the  credit  system  the  amount  of  business 
is  enormously  increased.  "Credit,"  said  Daniel  Webster,  "has  done 
more  a  thousand  times  to  enrich  nations  that  all  the  mines  of  all  the 
world." 

But  let  something  unusual  happen <- a  war  or  other  disaster — then 
the  insufficiency  of  the  reserve  is  brought  to  men's  minds  with  startling 
vividness.  The  credit  vanishes  and  I'ullillmeut  of  the  obligation  is 
demanded. 

CUB 7 
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SILVER  SCARE  AND  VENEZUELA  MESSAGE  CAUSED  PANIC. 

A  withdrawal  of  10  per  ceut  of  deposits  is  sufficient  to  throw  the 
whole  banking  system  of  the  country  into  confusion.  In  1884  the  fail- 
ure of  the  Metropolitan  Bank  and  other  circumstances  caused  such  a 
withdrawal  and  the  consequent  x)anic.  In  1893  the  silver  scare  and  in 
1895  the  Venezuela  message  have  done  the  same  thing.  These  troubles 
are  not  due  only  to  the  bank  failure,  the  silver  question,  and  the  Vene- 
zuela message,  but  to  inherent  defects  in  our  system.  Therefore  the 
true  mode  of  procedure  is  to  cure  the  system,  so  that  it  can  in  the  future 
meet  similar  emergencies  and  not  be  overwhelmed  by  them. 

With  only  25  per  cent  it  is,  of  course,  impossible  to  pay  100  per  cent, 
and  when  a  panic  occurs  a  struggle  to  realize  on  investments  takes  place, 
prices  fall,  payment  of  debts  is  demanded,  failures  are  precipitated, 
ending  in  liquidation,  which  is  commercial  death  and  decomposition. 
This  is  a  panic,  and  every  such  occurrence  causes  distress  to  families 
and  sets  whole  communities  back  by  destroying  productive  business 
and  obliterating  accumulated  capital-  The  loss  to  this  country  by  the 
panic  of  1837  was  then  estimated  at  six  thousand  million  dollars.  This 
was  the  greatest  monetary  panic  which  the  world  has  ever  seen. 

Every  panic  brings  its  losses  and  restrictions  to  business  by  the  dis- 
arrangement it  causes. 

METHODS   OF  DEALING  WITH   PANICS. 

There  are  two  methods  of  dealing  with  panics,  one  called  the  restrict- 
ive and  the  other  the  expansive. 

There  are  some  who  say  there  is  no  need  of  any  regulation  of  this 
subject.  They  say  that  the  debtor  class  should  take  care  of  themselves ; 
that  the  general  public  must  be  educated  to  recognize  that  the  market 
for  gold  or  other  forms  of  money  is  regulated  by  the  same  laws  as  that 
of  any  other  commodity,  and  that  the  mysterious  "money  question'' 
consists  of  nothing  but  the  simple  circumstance  that  a  man  who  has 
promised  to  deliver  a  certain  amount  of  money  at  a  speciftc  date  is 
bound  to  fulfill  his  contract  in  the  same  way  as  if  he  had  promised  to 
deliver  wheat,  cotton,  or  iron. 

This  argument  would  be  correct  if  there  were  no  credit  system  which 
has  been  firmly  established  by  two  hundred  years  of  business  and 
incorporated  into  the  laws  of  the  country.  If  commercial  transactions 
were  effected  by  barter,  the  above  view,  which  is  from  Mr..  Sampson, 
money  writer  of  the  Louden  Times  in  1873,  would  be  correct.  But  by 
law  banks  are  conducted  on  the  credit  system,  and  the  law  allows 
them  to  contract  to  pay  money  with  only  25  per  cent  of  their  obligation 
in  cash  on  hand.  If  it  is  legal  for  banks  to  conduct  their  affairs  on  the 
credit  system,  and  if  failures  of  that  system  happen  periodically,  then 
the  law  should  make  provision  to  meet  those  failures,  so  that  the  credit 
system  may  work  smoothly,  both  in  times  of  peace  and  quiet,  and  in 
times  of  disaster  and  commotion. 

FORCING  LIQUIDATIONS. 

The  restrictive  method  is  by  forcing  liquidations.  An  enforced  liqui- 
dation is  the  closing  of  a  financial  transaction  not  in  its  natural  order; 
that  is,  when  a  favorable  market  is  reached  and  all  parties  realize  the 
expected  profit,  but  by  an  arbitrary  demand  of  a  creditor  who  is  not 
interested  in  the  profit,  and  who  merely  wants  his  money  to  provide  for 
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present  and  anticipated  wants,  an  arbitrary  and  enforced  liquidation  is 
nearly  always  at  a  serious  loss.  The  panic,  however,  is  stopped  because 
enough  cash  is  thereby  realized  to  supply  the  wants  of  creditors.  So, 
whenever  a  panic  occurs  liquidations  are  forced  on  the  business  com- 
munity, and  the  results  are  failures  and  their  attendant  calamities. 
After  the  panic  prices  recover,  and  the  only  difference  in  the  situation 
is  that  property  has  changed  hands,  many  who  were  in  affluence  are  in 
poverty,  and  some  investors  have  picked  up  bar^gains  from  which  they 
make  a  profit. 

The  chief  agents  in  enforcing  and  promoting  liquidations  are  banks, 
because  they  have  had  demands  on  them  which  they  were  obliged  to 
meet,  and  their  only  resource  is  to  fill  up  their  diminished  reserves  out 
of  the  money  held  by  the  general  public.  They  therefore  call  their 
demand  loans  and  refuse  to  renew  maturing  paper.  This  puts  the 
screws  on  the  money  market  and  the  life  blood  of  commerce  fiows  into 
their  tills.  They  do  not  treat  in  this  way  their  own  customers,  but 
the  general  public,  and  for  that  purpose  a  bank  is  careful  not  to  invest 
its  reserve  money  in  the  paper  or  loans  of  its  customers,  but  of  those 
known  to  them  only  by  reputation.  There  is  no  intention  on  the  part 
of  banks  to  work  any  harm  to  anyone,  or  to  interfere  with  general 
business  in  thus  withdrawing  currency  from  the  general  public.  The 
general  public  is  the  great  reservoir  of  currency,  and  the  law  provides, 
as  the  way  for  replenishing  reserves,  that  a  bank  shall  not  discount 
when  the  reserve  is  below  the  legal  limit.  This  restrictive  method  of 
restoring  reserves  is,  therefore,  the  one  appointed  by  law.  The  harm 
and  damage  is  necessary  In  following  out  the  provisions  of  the  law, 
and  the  consciences  of  bank  officers  are  relieved  of  all  responsibility, 
even  though  they  see  that  their  acts  must  cause  unnecessary  failures. 

BANKS  DO  NOT  SUFFER  FEOM  LIQUIDATION. 

On  the  other  hand,  banks  do  not  themselves  suffer  from  the  opera- 
tion of  liquidations  to  any  appreciable  extent.  They  hold  in  effect 
mortgages  on  the  estates  of  borrowers,  and  do  not  make  a  loss  until 
those  estates  are  exhausted.  Consequently  the  restrictive  method, 
which  is  death  to  business  men,  seems  the  best  and  only  way  to  bank 
officers.  Their  loans  and  paper  are  paid,  their  dividends  continue, 
and  the  bankrupted  firms  and  the  injury  to  business  are  forgotten. 
The  loss  resulting  from  every  money  panic  is  incalculable,  but  it  falls 
on  the  business  community  and  not  on  the  banks.  Consequently, 
when  bank  officers  are  asked  to  prepare  a  banking  scheme  they  suggest 
a  plan  Uke  that  known  as  the  Baltimore  plan,  which  is  meant  to  work 
for  the  benefit  of  banks  and  under  which  panics  would  be  sure  to 
happen.  But  what  do  banks  care  for  panics  when  they  do  not  lose 
money  from  them?  Under  the  Baltimore  plan  security  for  currency 
was  proposed  to  be  abandoned,  the  banks  were  to  hold  the  security, 
and  if  a  panic  should  come  they  would  simply  apply  the  screws,  and 
soon  all  would  be  well  except  with  the  unfortunate  business  community. 

The  contingency  which  we  are  describing  is  one  in  which  all  banks 
have  simultaneously  a  heavy  demand  made  upon  them.  Then  all  banks 
make  a  simultaneous  demand  upon  the  general  public,  and  all  the  float- 
ing supply  of  currency  disappears  in  a  day.  This  must  be  the  result, 
because  under  the  credit  system  25  per  cent  of  cash  is  calculated  to  keep 
in  solvent  condition  100  per  cent  of  liabilities.  By  the  system  of  reserve 
cities  the  25  per  cent  is  reduced  so  that  the  actual  cash  reserve  is  only 
atM>ut  10  per  cent.    In  this  condition  of  the  credit  system,  as  noted 
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above,  a  demaDd  for  only  a  few  per  ceut  of  banking  deposits  is  sufficient 
to  tbrow  tbe  iiuauces  of  the  couutry  into  confusion.    Such  a  demand  is 
likely  to  occur  at  any  time,  and  experience  shows  that  every  few  years 
some  new  and  unex}>ected  combination  of  events  takes  place  which  pro 
duces  such  a  demand  with  its  attendant  catastrophe. 

Excessive  restriction  of  credit,  says  MacLeod,  causes  and  produces  a 
run  for  gold,  and,  we  may  add,  for  all  currency  on  a  par  witli  g(»ld. 
Suspension  of  discounting  and  calling  of  loans  necessitates  a  demand 
for  currency  to  fill  the  place  of  the  facilities  thus  withdrawn. 

EXPANSIVE  ^lETHOD. 

The  restrictive  method  of  dealing  with  such  events  produces  wide- 
spread ruin,  and  we  turn  therefore  to  the  expansive  method  to  see  if 
bitter  results  may  not  be  obtained  from  it.  MacLeod's  correlative 
statement  brings  us  to  the  consideration  of  the  second  method.  He 
says:  *'ln  the  modern  system  of  dealing  with  panics,  called  the  expan- 
sive method  of  credit,  it  is  indispensably  necessary  that  there  should 
be  some  source  to  create  and  issue  solid  credit  to  sustain  solvent  houses 
in  a  monetary  panic."  This- is  in  accordance  with  the  often  quoted  sen- 
tence of  the  Bullion  Report  of  1810  to  the  British  Parliament,  tlie  greatest 
financial  document  which  was  ever  written.  "An  enlarged  accommo- 
dation is  the  true  remedy  for  that  occasional  failure  of  confidence  to 
which  our  system  of  paper  credit  is  unavoidably  exposed."  The  com- 
ment on  this  passage  made  by  Professor  Sumner  in  his  History  of  Amer- 
ican Currency  is:  "The  rule  of  the  bullion  committee  contemplated  the 
loan  of  notes  by  a  bank  whose  credit  can  not  fail  in  the  wildest  panic." 

This  statement  of  the  expansive  theory  brings  us  to  tbe  consideration 
of  the  features  of  the  bill  before  us,  H.  R.  3338. 

The  bill  is  intended  to  allay  or  prevent  panics  and  equalize  interest 
charges  by  providing  a  means  whereby  banks  can  meet  the  demands 
caused  by  failures  of  confidence  in  the  credit  system  without  }mtting 
the  screws  on  the  business  community  and  thereby  precipitating  a  panic 
on  the  country. 

It  IS  hardly  necessary  to  attempt  to  prove  that  an  enlarged  accommo- 
dation to  solvent  houses  will  allay  a  panic.  A  panic  is  caused  by  the 
fear  that  the  reserves  will  be  exhausted  and  that  there  will  not  be  enough 
money  to  meet  all  demands.  If  a  large  amount  of  fresh  money  can  be 
had,  all  fears  will  be  removed.  If  that  amount  is  practically  inexhaust- 
ible, then  the  panic  is  at  an  end. 

Professor  Sumner's  comment  is  correct,  that  such  money  must  be  in 
the  notes  of  a  bank  whose  credit  can  not  fail  in  the  wildest  ])anic. 

Now  we  are  readf  to  test  the  bill  before  us  by  these  most  stringent 
requirements. 

OLD  UNITED  STATES  BANK. 

There  is  no  bank  in  the  United  States,  and  there  never  again  can  be, 
which  occupies  a  commanding  position  like  the  old  United  States  Bank 
or  the  Bank  of  France,  to  which  other  banks  can  come  and  secure  iissist- 
smce  on  their  commercial  assets.  A  large  governmental  bank  has  been 
tried  and  found  wanting  in  this  country. 

Few  contests  short  of  war  were  of  greater  virulence  or  had  a  greater 
molding  infiuence  on  the  development  of  republican  thought  than  that 
which  resulted  in  the  overthrow  of  the  United  States  Bank.  Gen- 
eral Jackson  wrote  that  that  event  was  necessary  "to  preserve  the 
morals  of  the  people,  the  freedom  of  the  press,  and  the  purity  of  the 
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elective  franchise."  Such  a  bank  is  monarchical  and  not  republican. 
The  only  resouce  left  open  to  us  in  this  country  is  to  combine  our  banks 
into  groups,  and  thus  secure  a  responsibility  equal  to  the  aggregate 
capital  of  all  the  associated  banks.  This  can  be  done  by  incorporating 
cleanng-hoase  associations  in  the  manner  described  in  the  bill  under  a 
general  United  States  law,  which  shall  give  to  clearing  houses  the 
power  needed  to  issue  circulating  notes  on  commercial  assets.  By  this 
means  the  banks  will  be  provided  with  a  way  by  which  they  may  secure 
circulating  notes  of  a  credit  so  solid  that  it  never  can  be  doubted  in 
the  wildest  panic.  The  pressure  would  then  be  taken  off  the  business 
community  and  placed  upon  the  banks  as  part  of  their  legitimate  work. 

GLEABING  HOUSES   OF  ISSUE. 

The  incorporation  of  clearing  houses  creates  a  grade  of  banks  with 
limited  and  yet  higher  powers  above  the  ordinary  commercial  banks 
who  are  members  of  the  clearing  houses.  Clearing  houses,  by  this  bill, 
are  intended  to  be  of  two  grades — first,  ordinary  clearing  houses,  to 
which  any  bank  throughout  the  country  may  belong,  and,  second,  clear- 
ing houses  of  issue,  of  which  there  shall  be  at  least  one  in  each  State. 
Any  clearing  house  whose  clearings  are  over  $200,000,000  annually  may 
also  be  made  a  clearing  house  of  issue.  The  intention  of  the  bill  is 
only  to  allow  the  issue  of  clearing-house  currency  to  be  made  in  the 
largest  financial  centers  of  the  country.  But  it  is  necessary  in  any 
system  for  a  local  issue  of  currency  that  the  boundaries  of  States  shall 
be  recognized.  These  are  not  merely  geographical;  they  are  political, 
social,  and  legal.  Business  men  become  accustomed  to  the  laws  and 
courts  of  their  States,  and  it  becomes  easier  and  safer  for  them  to 
do  business  within  those  limitations.  Because  a  State  has  no  large 
center  of  commerce  it  should  not  be  deprived  of  the  benefits  which 
would  accrue  to  its  people  from  the  establishment  of  a  clearing  house 
of  issue  within  its  borders.  The  regulation  of  the  internal  commerce 
of  States  is  to  a  large  extent  in  the  bands  of  the  separate  legislatures. 
All  these  considerations  point  in  the  direction  of  making  clearing-house 
districts  coterminous  with  State  boundaries.  Under  this  bill  no  State 
would  be  without  its  clearing  house  of  issue,  and  in  the  larger  States 
there  might  be  two.  It  is  evident  that  the  combined  capital  of  banks 
in  the  separate  States  when  associated  in  clearing  houses  would  give  a 
basis  for  solid  credit  that  would  be  recognized  from  one  end  of  the  land 
to  the  other.  Thus  one  element  to  meet  the  requirement  of  undoubted 
credit  would  be  surely  present  in  the  clearing  houses  of  issue  proposed 
in  this  bill. 

STBENGTH  OP  A  CLEABING-HOUSE  CUBBENCY. 

liet  US  therefore  inquire  what  are  the  elements  of  strength  in  a  cur- 
rency issued  in  this  manner. 

First.  The  commercial  assets  which  would  be  pledged  are  chiefly  the 
notes  of  customers  and  others,  discounted  by  the  bank  after  careful 
inspection.  These  notes  represent  the  entire  responsibility  of  the 
makers,  and  are  a  lien  on  their  stock  in  trade.  The  loans,  bonds,  and 
notes  held  by  banks  represent  the  business  and  property  of  the  bor- 
rowers of  the  country  and  should  have  behind  them  a  large  margin  of 
property.  The  safety  of  these  obligations  is  shown  by  the  good  divi- 
dends declared  by  the  banks  as  the  result  of  the  business  of  lending 
and  discounting. 

Second.    The  second  element  of  strength  in  a  currency  so  issued  is 
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that  the  notes  are  advanced  only  for  75  per  cent  of  the  valne  of  the 
assets  pledged.  The  collateral  is  thus  strengthened  by  the  equivalent 
of  two  more  names,  the  bank  making  the  pledge  and  the  margin  of  25 
per  cent.  At  this  stage  the  security  may  be  considered  equal  to  four- 
name  paper — the  specific  pledge,  the  responsibility  of  the  maker,  the 
margin,  and  the  responsibility  of  the  bank. 

Third,  The  payment  of  the  notes  issued  is  guaranteed  to  the  holder  a 
by  all  the  banks  in  the  clearing  house  receiving  the  notes  by  vote  of 
their  boards.  The  addition  of  this  indorsement  gives  to  the  clearing- 
house currency  the  strength  of  the  combined  capital  of  the  associated 
banks,  and  adds  to  the  collateral  a  fifth  name  which  is  stronger  than 
all  the  other  four. 

Fourth.  By  the  extension  of  this  system  over  the  whole  country  the 
banks  of  each  district  would  first  guarantee  their  own  issues,  and  the 
clearing  houses  in  a  State  the  issues  in  that  State,  and  if  that  guar- 
antee should  not  bo  sufficient,  then  the  guarantee  is  assumed  by  all  the 
clearing  houses  organized  under  this  act  in  all  the  States  and  Terri- 
tories. This  would  pledge  the  banking  capital  of  the  country  for  the 
redemption  of  the  currency  issued  by  the  clearing  houses^  and  thus  place 
the  responsibility  therefor  where  it  belongs — that  is,  on  the  capital 
which  is  benefited  by  the  issue  and  on  the  banks  whose  business  it  is  to 
supervise  the  granting  of  credits.  The  addition  of  these  last  guarantees 
adds  a  sixth,  seventh,  and  eighth  name  to  the  security  of  the  paper 
currency  which  would  thus  be  issued,  and  thus  raises  it  to  a  rank  of 
credit  which  can  not  be  reached  by  any  other  means  short  of  a  Gk)vern- 
ment  guarantee. 

Filth.  Notes  issued  by  one  clearing  house  are  to  be  received  in  pay- 
ment of  debts  through  any  other,  and  thus  the  notes  would  be  main-  ^ 
tained  at  i)ar  over  the  whole  country. 

The  endeavor  is  to  produce  in  this  form  of  currency  as  strong  a 
security  as  the  banks  of  the  country  can  make.  There  should  be  no 
possibility  of  doubt  or  chance  of  difficulty  in  prompt  payment  in  con- 
nection with  it.  The  notes  are  intended  to  be  such  as  Professor  Sum- 
ner describes,  *'  whose  credit  can  not  fail  in  the  wildest  panic."  Only 
notes  of  that  description  will  be  sought  as  a  relief  in  a  panic. 

The  example  of  clearing  houses  when  they  issue  certificates  during 
a  panic  should  be  taken  as  conclusive  in  this  matter.  The  kind  of  cur- 
rency they  make  for  themselves  is  not  too  good  for  the  public. 

THE  BALTIMOBE   PLAN. 

The  public  should  be  satisfied  with  nothing  less  good  than  that  which 
satisfies  the  banks.  Can  banks  take  the  position  that  when  they  make 
a  currency  for  themselves  they  make  it  absolutely  as  good  as  they 
can  make  it,  but  when  they  make  a  currency  for  the  public  it  need  not 
be  so  good,  and  occasional  losses  on  it  must  be  expected!  No  losses 
were  ever  made  as  clearing-house  certificates  because  they  are  issued 
on  the  principles  which  have  been  incorporated  in  this  bill.  But  when 
an  expert  appeared  before  the  House  Committee  on  Banking  and  Cur- 
rency in  December,  lvS94,  to  advocate  the  issue  of  notes  by  banks  under 
the  Baltimore  plan,  in  which  the  giving  of  security  is  frankly  aban- 
doned, he  estimated  the  ** annual  crop  of  insolvent  notes,'' to  use  his 
own  words,  at  about  §13,100,000.  This  loss  under  the  Baltimore  plan 
is  to  be  carried  primarily  by  the  public  and  ultimately  paid  out  of  the 
assets  of  the  failed  bank.  He  acknowledges  that  these  notes  "  might 
not  be  redeemed  with  quite  the  same  promptness  as  they  are  under  the 
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BOW  existing  arraDgements,''  but  this  he  considers  a  minor  diflPerence. 
But  is  it  so?  The  title  "sound  currency"  becomes  a  travesty  when 
applied  to  such  a  system. 

If  the  public  knows  that  there  is  to  be  expected  under  any  system 
an  annual  crop  of  over  two  millions  of  insolvent  and  defaulted  notes, 
does  not  that  vitiate  and  taint  the  whole  mass  I  Does  it  not  require  con- 
siderable assurance  for. the  banks  to  send  tlieir  experts  here  to  advocate 
a  system  of  note  issues  on  which  the  profits  go  to  the  banks  and  the 
losses  to  the  public?  No,  gentlemen,  the  country  looks  to  Congress  to 
provide  a  note  circulation  on  which  the  losses  shall  be  borne  by  those 
who  make  money  out  of  it,  and  which  shall  be  so  good  that  the  banks 
themselves  shall  maintain  it  at  par  from  one  end  of  the  country  to  the 
other.  This  result  can  be  reached  by  incorporating  clearing  houses  as 
provided  in  this  bill.  A  loan  committee  would  then  pass  upon  the  suf- 
ficiency of  any  collateral  which  was  offered  as  security  for  currency. 
The  loan  committee  would  be  interested  in  avoiding  a  loss  which  if 
made  would  fall  in  part  upon  their  own  banks.  "The  principle  of  fel- 
lowship in  business  underlying  the  State-bank  system,"  referred  to  by 
Hoyt  Sherman  in  his  address  before  the  bankers  of  Iowa  in  1894,  which 
worked  so  well  in  that  system,  would  also  prevent  losses  from  contin- 
gent liability  under  a  clearing-house  system.  No  bank-note  circulation 
should  be  authorized  by  Congress  which  is  not  good  enough  for  the 
banks  themselves.  If  the  banks  wish  the  privilege  of  issuing  notes, 
thetestof  their  goodness  should  be,  Will  they  agree  to  accept  thecurrency 
at  their  own  counters  always  at  par?  If  the  answer  is  no,  then  the  cur- 
rency is  not  good  enough  for  the  public.  It  can,  of  course,  be  made 
good  enough  by  putting  enough  security  back  of  it.  Witness  the 
national-bank  currency  which  is  secured  by  Government  bonds. 

A  SECtJRED   CUKKENOY. 

The  principle  of  a  secured  currency  is  the  second  of  the  accepted 
doctrines  of  the  financial  creed  of  the  United  States.  It  is  a  principle 
which  can  not  be  abandoned  as  long  as  we  have  a  Government  of  the 
people,  and  for  the  people,  and  by  the  people.  It  has  grown  out  of  our 
republican  institutions;  it  is  an  integral  and  necessary  part  of  banking 
under  general  laws;  a  kind  of  banking  which  prevails  nowhere  else 
but  in  the  United  States.  It  was  a  new  principle  when  it  first  took 
shape  in  the  New  York  law  of  1838;  it  was  incorporated  in  the  charter 
of  the  Bank  of  England  in  1844,  and  has  been  the  basis  of  the  national 
currency  act  of  this  country  since  1863:  It  is  futile  as  well  as  unsafe 
for  the  advocates  of  miscalled  "sound  currency"  to  urge  the  frank 
abandonment  of  that  principle,  as  they  have  done  in  the  Baltimore 
plan  and  in  their  various  publications. 

A  secured  currency  merely  means  a  note  issue  for  the  redemption  of 
which  ample  collaterals  have  been  deposited  in  the  hands  of  a  trustee. 
It  might  better  be  called  a  trustee  currency,  for  all  currency  is  sup- 
posed to  be  secured,  and  the  only  difference  is  in  the  custodian  of  the 
security.  Is  the  custodian  the  bank  who  issues  the  notes,  or  is  it  an 
entirely  separate  and  distinct  party  who  acts  as  trustee  for  the  note 
holder? 

It  is  evident  that  the  note  holder  requires  the  services  of  a  trustee. 
An  issue  of  obligations  which  is  to  be  divided  up  among  numerous 
owners  is  most  conveniently  made  under  some  form  of  trust.  This  is 
the  rule  with  railroad  mortgages.  It  applies  with  still  greater  force  to 
currency.    The  proposition  that  the  currency  of  our  country  shall  be 
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issued  by  numerous  banks,  and  the  goodness  of  each  note  shall  depend 
on  the  soundness  of  its  issuer,  is  entirely  inadmissible.  As  the  busi- 
ness of  the  country  dem<'vnds  numerous  banks,  the  soundness  of  the 
currency  must  depend  on  collateral  security  placed  in  the  hands  of  a 
trustee.  If  the  security  is  Government  bonds  and  the  trustee  the 
Treasurer  of  the  United  States,  confidence  in  currency  so  issued  is 
immediately  established.  A 

aOVERNMENT  BONDS  AS  A  BASIS  FOR  CXJBRENCY. 

But  there  is  a  radical  difficulty  with  Government  bonds  as  the  basis 
of  currency.  They  do  not  represent  the  business  transactions  of  the 
country.  They  do  not  represent  the  commodities  to  move  which  cur- 
rency is  wanted,  and  it  is  therefore  inflexible  and  inelastic.  An  elastic 
currency  must  be  issued  for  the  purposes  of  trade  and  commerce.  When 
so  issued  it  comes  into  existence  when  wanted,  and  when  it  has  served 
its  purpose  it  is  retired.  It  is  capital  created  for  a  temporary  purpose. 
Trade  and  commerce  are  represented  by  the  obligations  of  merchants, 
therefore  the  commercial  assets  of  banks  are  the  true  bases  for  the  issue 
of  currency,  and  when  so  issued  the  currency  is  necessarily  elastic. 

The  note  holder  can  not  inspect  the  condition  of  tbe  bank  issuing  the 
notes,  nor  the  character  of  the  commercial  assets  on  which  the  notes 
are  issued.  He  must  take  both  on  faith  or  credit.  The  note  holder 
gives  his  confidence  completely,  and  he  withdraws  it  in  the  same  way. 
If  there  is  no  trustee  to  act  for  him  he  must  act  for  himself,  and  this 
he  does  in  short  order  by  presenting  the  notes  for  redemption.  But  if 
there  is  a  trustee  to  act  tor  him  and  the  trustee  holds  ample  security 
to  protect  him,  and  if  any  possible  loss  is  protected  by  adequate  guar-  ) 

anties,  then  his  mind  is  at  rest  and  the  notes  pass  as  money  without 
question  and  are  received  freely.  So  the  services  of  a  trustee  to  watch 
the  interests  of  the  public  is  an  absolutely  essential  feature  in  any  sys- 
tem which  is  to  give  a  sound  currency  to  the  people. 

The  trustee  named  in  this  bill  who  shall  hold  tbe  collateral  security 
to  the  notes  to  be  issued  is  the  clearing  house  of  issue.  Of  this  grade 
there  is  provided  one  for  each  State,  and  any  clearing  house  effecting 
annual  clearings  of  9200,000,000  may  become  such.  The  confidence  of 
the  people  of  a  State  would  naturally  be  given  to  the  clearing  house  of 
issue  of  their  own  State.  State  pride  would  be  invoked  to  keep  its 
management  and  credit  good.  Each  State  would  thus  have  the  naming 
of  the  trustee  who  should  hold  the  securities  collateral  to  tbe  notes 
issued  in  their  own  borders.  •  No  one  could  call  in  question  the  faith- 
fulness of  such  a  trustee.  The  provision  contained  in  the  tenth  section 
that  the  clearing  houses  of  a  State  are  primarily  responsible  for  any  loss 
from  the  insufficiency  of  the  collateral  pledged  would  produce  such 
scrutiny  and  care  that  it  is  improbable  that  there  would  by  any  annual 
crop  of  insolvent  notes,  and  if  any,  the  amount  would  be  small.  The 
prospect  of  a  contingent  liability  to  loss  would  be  sure  to  produce  cau- 
tion and  conservative  action,  as  was  the  case  with  the  old  StatCrbank 
system. 

CURRENCY  TO  BE  EVERYWHERE  AT  PAR.  - 

A  currency  to  be  acceptable  to  the  people  must  be  at  par  in  all  parts 
of  the  country. 

This  is  the  third  and  last  article  of  the  short  financial  creed  of  the 
United  States.  The  people  demand  that  the  Government  shall  require 
that  all  money  which  it  authorizes  to  be  issued  shall  be  maintained  at 
a  parity,  to  the  end  that  each  dollar,  whatever  may  be  its  comx)osition^ 
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shall  have  equal  purchasing  and  debt-paying  power  with  every  other 
dolhir,  that  no  currency  shall  be  issued  wliich  is  not  convertible  into 
coin.  In  section  12  it  is  provided  that  the  circulating  notes  issued  in 
accordance  with  the  provisions  of  this  bill  shall  be  received  at  par  at 
all  the  clearing  houses  organized  under  this  act.  Other  acts  and  bills 
provide  that  notes  shall  be  good  at  the  counter  of  the  bank  issuing 
them,  and  that  if  not  paid  on  demand  the  bank's  assets  shall  be  liqui- 
dated and  the  notes  paid  out  of  the  proceexis.  This  would  seem  to  pro- 
ceed on  the  assumption  that  the  bank  comers  a  favor  on  the  community 
by  issuing  its  notes,  whereas  the  fact  ivS  that  the  people  confer  the  tavor 
on  the  bank  by  allowing  it  to  issue  and  circulate  its  notes  as  money. 
If  the  people  give  to  the  banks  this  opportunity  to  engage  in  a  pro- 
ductive business,  the  bank  should  not  only  guarantee  the  i)ublic  against 
ultimate  loss,  but  against  any  delay. 

INSOLVENT   NOTES. 

Time  is  money.  If  a  man's  solvency  depends  on  the  payment  of  a 
note  and  he  has  the  bank  bills  in  hand  for  that  purpose,  it  is  no  conso- 
Jation  to  be  told  that  the  bills  are  not  good  now,  but  are  sure  to  be  paid 
iu  a  year  or  two  by  means  of  a  sinking  fund  or  a  liquidation.  It  is  a 
contradiction  of  terms  to  speak  of  a  currency  that  is  not  good  at  all 
times  and  in  all  ]>laces.  The  banks  should  pay  the  currency  of  defaulted 
banks  and  relieve  the  pnblic  of  the  annual  crop  of  insolvent  notes,  and 
repay  themselves  from  the  proceeds  of  the  liquidation.  If  there  were 
V»y  insolvent  notes,  they  would  be  the  result  of  errors  of  judgment  on 
the  part  of  the  banks.  The  banks  are  in  a  position  to  carry  such  notes 
with  ease,  whereas  they  are  a  grievous  burden  to  the  community.  The 
features  of  a  clearing-house  currency  then  are: 

First.  Selected  commercial  assets  as  collateral. 

Second.  The  issue  of  circulating  notes  to  be  at  75  per  cent  of  esti- 
mated value. 

Third.  A  pledge  with  a  trustee. 

Fourth.  Convertibility  on  demand  through  all  clearing  houses  in  the 
United  States. 

If  it  is  said  that  these  provisions  are  too  onerous,  the  reply  is  that 
nothing  less  secure  should  be  authorized  by  Congress.  A  single  panic 
is  more  onerous  than  any  measure  of  relief  which  will  ward  it  off.  If 
"an  enlarged  accommodation  is  the  true  remedy  for  that  occasional 
failure  of  confidence  to  which  our  system  of  paper  credit  is  unavoid- 
ably exposed,"  that  accommodation  must  be  in  the  ^'  notes  of  a  bank  of 
issue  whose  credit  can  not  fail  in  the  wildest  panic." 

Various  objections  to  this  method  of  issuing  currency  have  been  pre- 
sented and  answered,  and  now  let  us  consider  the  advantages  which 
the  operation  of  the  bill  gives  both  to  banks  and  the  community. 

IMMUNITY  FKOM   PANICS   PROMISED. 

The  chief  benefit  to  both  banks  and  the  people  is  in  the  immunity  from 
monetary  panics  which  it  would  secure.  A  monetary  panic  is  not  always 
a  failure  of  confidence  in  banks  or  the  Government  or  in  the  goodness 
of  the  currency.  It  is  often  simply  an  awakening  to  the  fact  that 
depositors  have  withdrawn  currency,  and  banks  generally  are  too  near 
the  point  of  exhaustion  and  that  no  relief  is  in  sight.  A  general  with- 
drawal of  10  per  cent  would  produce  this.  The  incorporation  of  clear- 
ing houses  under  United  States  laws,  with  power  to  issue  a  solid  cur- 
rency^  would  relieve  this  apprehension.    The  railway  or  manufacturing 
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corporation  with  their  weekly  and  month]|^  pasy  rolls  to  meet,  and  the 
merchant  with  his  bills  and  notes  to  pay,  would  not  have  to  go  into 
the  market  and  buy  cuireney  for  their  wants  or  pay  extravagant  rates 
for  money.  All  Beoessity  for  hoarding  currency  would  be  removed,  for 
wiio  would  hoard  that  of  which  there  would  always  be  a  plentiful 
supply  on  good  collaterals  t  The  way  our  banking  system  is  running 
now  may  be  compared  to  an  engine  without  a  safety  valve.  If  the 
engineer  will  only  watch  closely  enough,  and  if  the  steam  never  rises 
above  the  danger  i>oint,  there  is  no  fear  of  an  explosion.  It  is  against 
common  sense  to  run  an  engine  without  a  safety  valve,  and  so  the  law 
should  provide  a  safety- valve  attachment  to  be  put  upon  banking  and 
commerce,  in  order  that  explosions  in  the  form  of  panics  might  not  be 
constantly  following  every  increased  pressure  on  the  money  market. 
Nor  could  a  farmer  successfully  cultivate  his  fields  if  he  were  exposed 
to  frequent  earthquakes  and  eruptions.  Stability  of  the  earth's  surface 
is  not  more  essential  to  farming  than  freedom  from  the  upheavals  of 
financial  panics  is  to  trade. 

It  mi  gh  t  be  asked  why  a  new  method  of  issuin  g  clearin  g-house  currency 
should  be  adopted,  when  banks  of  the  large  money  centers  now  may 
and  do  issue  their  clearing-house  certificates  when  occasion  demands! 
The  answer  is  that  the  issuing  of  clearing-house  certificates  means  the 
paying  out  of  currency  to  an  equal  extent;  and  this  is  a  most  dangerous 
course  for  interior  banks.  The  currency  goes  out  but  never  comes  back, 
and  serious  trouble  would  thereby  be  occasioned.  But  power  to  issue 
clearing-house  currency  has  the  opposite  effect.  The  gold  and  legal- 
tender  reserve  is  retamed,  and  the  clearing-house  currency  has  a  local 
circulation.  K  used  in  the  purchase  of  produce,  the  notes  would  not 
perform  their  circuit  before  the  proceeds  of  the  produce  could  be  in 
bank  to  meet  them. 

PROFIT  ON  CIBOULATION. 

In  section  9,  lines  33  and  34,  it  is  provided  that  the  charges  for  issues 
of  circulating  notes  shall  be  regulated  by  each  clearing  house  of  issue. 
This  places  the  whole  matter  of  profit  on  circulation  under  the  control 
of  clearing  houses.  The  profit  might  be  divided  between  the  bank 
receiving  the  notes  and  the  clearing  house  of  issue,  but  it  is  evident 
that  there  would  be  both  accommodation  and  profit  from  the  issues. 

A  community  of  interest  among  banks  such  as  was  successfully  in 
operation  under  the  State  bank  system  of  Indiana,  Ohio,  Iowa,  and 
other  States,  and  is  provided  in  our  bill,  involves  a  closer  relationship 
than  at  present  exists  among  banks.  If  banks  receive  at  par  the 
clearing-house  currency  issued  in  other  parts  of  the  country  from  their 
own,  it  becomes  immediately  a  practical  necessity  that  representatives 
of  distant  banks  should  meet  each  other,  exchange  views,  and  adopt 
regulations  to  govern  banking  transactions.  Also  that  representatives 
of  banks  within  clearing-house  districts  should  meet  at  stated  times 
for  the  same  purpose.  There  would  be  a  practical  object  in  these  meet- 
ings. Experience  would  be  exchanged,  and  a  mass  of  information 
gathered  which  would  promote  conservative  management. 

STATE  AND  NATIONAL  ASSOCIATIONS. 

Provision  is  therefore  made  in  sections  23  and  24  of  this  bill  for  the 
formation  of  State  and  national  banking  associations.  The  meetings 
of  State  associations  and  the  national  convention  would  give  oppor- 
tunities for  accustoming  our  banks  to  united  action.    These  unions 
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would  strengthen  oar  national  life,  and  in  any  occasion  of  great  emer- 
gency our  banks  would  be  trained  to  use  and  exercise  their  power  for 
Ito  public  benefit.  If  the  financial  scepter  is  ever  to  pass  across  the 
Atlantic,  ovr  iuuids  must  be  made  ready  to  hold  it. 


Committee  on  Banking  and  Cubbbncy, 

Washington^  D.  0.,  Monday^  March  16j  1696, 

The  committee  met  at  10.30  a.  m.  Members  present:  Mr.  Walker 
(chairman)  and  Messrs.  Brosius,  Johnson,  Van  Yoorhis,  Fowler,  Lefever, 
Galderhill,  Hill,  Cox,  Cobb  of  Missouri^  Cobb  of  Alabama,  Black,  New- 
lands,  and  Hendrick. 

STATEHEHT  OF  HOH.  CHARLES  H.  FOWLER. 

Hon.  Charles  N.  Fowler,  of  New  Jersey,  a  member  of  the  committee, 
addressed  the  committee  in  advocacy  of  the  bill  IJ.  B.  6442. 

[Mr.  Fowler  continued  his  remarks  at  the  following  meeting  of  the 
committee  on  March  18, 1896,  and  concluded  his  statement  at  a  third 
meeting  on  March  23, 1896.]  *    * 

[H.  B.  6442,  Fifty-foarth  Congress,  first  session.] 

A  BELL  to  take  the  United  States  Oovemment  oat  of  the  banking  basiness,  ref^d  the  national 
debt,  reform  the  cnrrenoy,  and  to  improve  and  extend  oar  banking  system. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of  America 
in  Congress  assembled,  That  there  shaU  be.  and  there  is  hereby,  created  and  estab- 
lished a  Department  of  Finance,  which  shall  have  entire  and  'exclusive  control  and 
supervision  of  all  national  banks,  their  right  to  take  out  secured  circulation  and 
issue  their  notes. 

Sec.  2.  That  there  shall  be  three  ministers  of  finance  who  shall  take  the  place  of 
tiie  Comptroller  of  the  Currency  and  constitute  a  board  of  finance ;  and  saia  board 
of  finance  shall  conduct  the  said  Department  of  Finance.  That  said  ministers  of 
finance  shall  be  appointed  by  the  President,  by  and  with  the  advice  and  consent  of 
the  Senate,  and  the  term  of  office  shall  be  for  a  period  of  twelve  vears  at  a  salary  of 
$10,000  per  annum.  That  the  term  of  the  first  three  ministers  shall  be  for  twelve, 
eight,  and  four  years  respectively.  The  minister  bein^  appointed  for  twelve  years 
and  his  successors  shall  be  known  as  First  Minister  of  Finance,  and  he  shall  preside 
at  aU  meetings  of  the  board  of  finance ;  and  the  remaining  two  ministers  snail  be 
known  as  Associate  Ministers  of  Finance. 

8bc.  3.  That  any  national  bank  now  doing  business,  or  any  other  financial  insti- 
tution doing  a  similar  business^  or  an^  number  of  persons  may,  in  accordance  with 
existing  law,  so  far  as  the  same  is  consistent  with  this  act,  organize  upon  the  foUow- 
ing  terms  and  conditions : 

If  any  corporation  described  as  aforesaid  shall  deposit  with  the  United  States  Gov- 
ernment any  of  the  United  States  bonds  now  outstanding,  or  any  that  may  be  here- 
after issued  under  existing  law,  which,  at  their  market  value,  shall  exceed  the 
capital  of  said  corporation  dv  five  per  centum,  the  United  States  Government  shall 
issue  to  said  corporation,  in  lieu  of  said  bonds  so  deposited,  two  per  centum  United 
States  Government  bonds  equal  in  amount  to  such  market  value,  both  principal  and 
interest  of  said  new  bonds  being  payable  in  gold;  and  said  new  bonds  shall  there- 
upon be  deposited  with  the  United  States  Government,  and  circulation  known  as 
United  States  Government  bond  notes  shall  be  issued  to  said  corporation  in  an 
amount  equal  to  the  paid-up  capital  of  said  corporation  denominations  of  ten  dollars 
or  multiples  thereof. 

Skc.  4.  That  said  United  States  Government  bond  notes  shall  be  a  legal  tender 
between  all  national  banks  and  be  redeemed  in  gold  when  presented  for  payment  at  the 
htaik  of  issue ;  and  that  from  the  passage  of  this  act  all  duties  on  imports  shall  be 
paid  in  gold  coin. 

8xG.  6,  That  at  the  same  time  that  said  corporation  shall  deposit  United  States 
Goyemment  bonds  as  aforesaid  it  shall  also  deposit  with  the  United  States  Govern- 
inent  United  States  l^al-tender  notes  or  gold  certificates,  or  both,  of  such  an  amount 
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that  it,  toother  with  the  gold  said  rorporation  has  on  hand,  will  eqnal  fift<^en  per 
centnin  of  its  deposits;  and  the  United  Statos  Government  shall  deliver  to  said  coi*- 
poration  f^old  coin  in  lien  of  said  leffal- tender  notes  and  said  gold  certificates.  Said 
corporation  shall  also  deposit  at  Uie  same  time,  with  the  ITnited  States,  United 
States  Treasury  notes  or  United  States  silver  certificates,  or  both,  which,  with  the 
silver  coin  then  held  by  said  corporation^  shall  amonnt  to  ten  per  ceutnm  of  its 
deposits,  and  the  United  States  (government  shall  deliver  to  said  corporation  in  lien 
thereof  silver  coin  of  an  equal  amonnt;  and  said  legal- tender  notes,  gold  certificates. 
Treasury  notes,  and  silver  certificates  shall  be  thereupon  canceled.  Said  corporation 
shall  thereafter  keep  as  a  reserve  twenty-five  per  centum  of  its  deposite  in  the  fol- 
lowing kinds  of  mone^':  gold  and  silver.  At  lenst  sixty  per  centum  of  said  reserve 
shall  be  in  gold  coin,  and  the  remaining  forty  per  centum  of  said  reserve  may  be  in 
silver  coin :  Provided^  however,  That  in  lien  of  one  half  of  snch  coin  reserve,  cash  on 
deposit  in  reserve  cities,  subject  to  cheek,  may  be  held. 

Src.  6.  That  any  corporation  organized  under  this  act  may,  with  the  permisBion 
under  the  supervision  and  control  of  the  board  of  finance,  issne  its  own  circulation, 
which  shall  be  furnished  by  the  United  States  Government,  and  be  known  as  United 
States  national-bank  notes.  Said  United  States  imtional-bank  notes  shall  be  issued 
in  denominations  of  five  dollars  and  multiples  thereof,  and  may  be  lasned  only  in  the 
following  manner  and  upon  the  following  conditions: 

First.  Every  bank  issuing  United  States  national-bank  notes  shall  at  all  times 
maintain  against  the  amount  of  such  note  outstanding  a  reserve  corresponding  to 
that  required  a^aiuM  its  deposits. 

Second.  Any  uank  that  has  complied  with  the  law  may,  with  the  consent  and 
under  control  of  the  board  of  tiuauce,  issue  an  amount  of  United  States  national- 
bank  notes  eqnal  to  twenty  per  centum,  or  one-fii'th  of  its  paid-up  and  unimpaired 
capital,  and  shall  pay  upon  such  an  amoimt  thereof  as  may  be  at  any  time  outstand- 
ing a  tax  at  the  rate  of  one-half  of  one  per  ceutuiu  per  annum. 

Third.  Said  bank  may  issue  a  second  amonnt  of  notes  equal  to  twenty  per  centum, 
or  one-firth  of  its  paid-up  and  unimpaired  capital,  ana  shall  pay  upon  snch  an 
amount  thereof  as  may  be  at  any  time  outstanding  a  tax  at  the  rate  of  one  per 
centum  per  annum. 

Fourth.  Said  bank  may  issue  a  third  amonnt  of  notes  equal  to  twenty  per  centum, 
or  one-fifth  of  its  paid-up  and  unimpaired  capital,  and  shall  pay  upon  such  an 
amount  thereof  as  may  be  at  any  time  outstanding  a  tax  at  the  rate  of  two  per 
centum  per  annum. 

Fifth.  Said  bank  may  issue  a  fourth  amount  of  notes  equal  to  twenty  per  centum, 
or  one- fifth  of  its  paid-up  and  unimpaired  capital,  anrl  shall  pay  upon  such  an 
amount  thereof  as  may  be  at  any  time  outstanding  a  tax  at  the  rate  of  four  per 
centum  per  annum. 

Sixth.  Said  bank  may  issue  a  fifth  amount  of  notes  equal  to  twenty  per  centum,  or 
one-fifth  of  its  paid-up  and  unimpaired  capital,  and  shall  pay  upon  such  an  amonnt 
thereof  as  may  be  at  any  time  outstanding  a  tax  at  the  rate  of  six  per  centum  per 
annum. 

Skc.  7.  That  all  taxes  8o  paid  to  the  Government  upon  said  United  States  national- 
bank  notes  shall  be  set  a^ide  and  held  by  the  Government  as  a  guarantee  fund  exclu- 
sively for  the  redemption,  first,  of  the  United  States  Government  bond  notes;  second, 
for  the  United  States  national-bank  notes,  in  the  event  of  the  liquidation  of  any 
bank  organized  under  this  law :  Promdedy  hoxcever,  That  whenever  said  *' guarantee 
fund''  shall  exceed  five  per  centum  of  both  the  Unites  States  Government  bond  notes 
and  the  United  States  national-bank  notes,  such  excess  shall  belong  to  the  United 
States  Government  and  may  be  used  by  it  to  defray  its  general  expenses. 

Sec.  8.  That  the  board  of  finance  shall  divide  the  United  States  into  clearing- 
house or  reserve-city  districts,  and  each  corporation  shall  belong  distinctively  to 
some  one  district,  and  the  number  of  snch  district  shall  be  plainly  and  prominently 
printed  upon  the  said  United  States  national-bank  notes  issued  by  the  banks  located 
therein.  The  several  banks  of  each  district,  upon  receiving  Uniteil  States  national- 
bank  notes  belonging  to  any  other  district,  shall  forward  the  same  to  a  reserve  city, 
which  shall  return  them  to  the  district  to  which  they  belong. 

Sec.  9.  That  the  United  States  national-bank  notes  shall  be  a  legal  tender  at  par 
between  all  national  banks,  and  the  same  shall  be  redeemed  upon  presentation  at  the 
bank  of  issue  in  gold,  silver,  or  United  States  Government  bond  notes:  Provided, 
however.  That  no  more  thanforty  per  centum  thereof.shall  be  receivable  in  silver  coin. 

Skc.  10.  That  banks  may  be  organized  under  this  act  with  a  capital  of  twenty 
thousand  dollars  or  any  greater  amount  in  multiples  of  ten  thousand  dollars;  but  no 
bank  shall  be  organized  in  any  reserve  city  with  a  less  capital  than  one  hundred 
thousand  dollars. 

Skc.  11.  That  all  banks  organized  and  doing  business  under  this  act  outside  of  the 
reserve  cities  shall  keep  as  a  reserve  fifteen  per  centum  of  its  deposits,  and  sixty 
per  centum  of  said  reserve  shall  be  in  gold  coin,  and  forty  per  centum  may  be  m 
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silrer  coin :  Provided,  however,  That  iu  lieu  of  one-half  of  Buch  coin  reservei  cash  on 
deposit  in  Teserve  cities,  subject  to  check,  may  be  held. 

DEC.  12.  That  each  bank  organized  under  this  act  aud  doing  business  outside  of  a 
clearing-house  city  shall  select  some  national  bank  in  the  clearing-house  city  of  its 
own  district  through  which  it  shall  redeem  its  United  States  national-bank  notes  iu 
gold,  silver,  or  Unit-ed  States  national-bank  notes. 

Ssc.  13.  That  the  United  States  Government  shall  not  pay  out  or  reissue  any 
United  States  legal-tender  notes  from  and  after  the  first  day  of  January,  eighteen 
hundred  and  ninety-seven;  but  the  same,  when  received,  shall  be  cancel^  and 
destroyed;  and  further,  that  the  United  States  Government  shall  not  pay  out  or 
reissue  any  United  States  Treasury  notes  or  silver  certificates  ttom  and  after  the 
first  day  of  July,  eighteen  hundred  and  ninety-seven,  but  the  same  shall  be  canceled 
and  destroyed ;  and  the  United  States  may  put  out  an  amount  of  silver  coin  equal  to 
the  Treasury  notes  and  silver  certificates  so  destroyed. 

Sbc.  14.  That  in  the  event  of  tbe  liquidation  of  any  national  bank  organised  under 
this  act,  the  United  States  Government  shall  undertake  as  trustee,  but  shall  not  be 
responsible  for  tbe  redemption  of  the  outstanding  notes ;  and  the  assets  of  said  bank, 
including  the  assessment  upon  the  shareholders,  shall  be  distributed  in  the  follow- 
ing order : 

First.  Sufficient  gold  coin,  or  its  equivalent,  shall  be  set  aside  and  held  by  the 
Government  for  the  redemption  of  the  United  States  Government  bond  notes. 

Second.  Sufficient  gold,  silver,  aud  United  States  Government  bond  notes  shall  be 
set  aside  and  held  by  the  Government  for  the  redemption  of  the  United  States 
national-bank  notes,  with  interest  thereon  at  the  rate  of  6  per  centum  per  annum 
from  the  date  of  suspension  to  the  date  fixed  for  tbe  redemption  thereof. 

Third.  That  out  or  the  proceeds  of  the  United  States  Government  bonds  deposited 
with  it  and  the  guarantee  fund  created  as  aforesaid,  the  United  States  Government 
shall  redeem,  upon  presentation,  any  of  said  United  States  Government  bond  notes, 
or  said  United  States  national-bank  notes,  reimbursing  itself  out  of  said  assets. 

Fourth.  The  assets  remaining  shall  be  distributed  among  the  depositors  and  all 
others  having  claims  in  the  same  manner  as  now  provided  by  law. 

Sec.  15.  That  all  acts  or  parts  of  acts  inconsistent  with  the  foregoing  shall  be, 
and  the  same  are  hereby,  repealed. 

Mr.  Fowler  addressed  the  committee  as  follows : 

Mr.  Chairman  and  Gentlemen  of  the  Committee  :  It  will  be 
comparatively  useless  to  attempt  to  deal  with  the  financial  question 
unless  the  evils  from  which  we  are  suffering  are  clearly  understood. 

As  well  might  the  physician  attempt  to  treat  a  patient  without  diag- 
nosing his  case.  It  is  generally  admitted  now,  I  think,  that  treatment 
is  conaparatively  easy  if  you  have  discovered  the  cause  and  thoroughly 
understand  the  disease. 

Ab  the  treatment  of  any  case  depends  upon  the  diagnosis,  and  as 
treatment  must  diverge  as  opinion  with  regard  to  the  difficulty  diverges, 
our  first  effort  should  be  to  find  as  many  causes  of  our  trouble  as  pos- 
sible upon  which  we  can  all  agree,  so  tliat  we  can  proceed  along  well- 
established  and  well-recognized  lines  of  treatment. 

Iu  the  first  place,  I  think  all  agree  that  our  deplorable  condition  is 
due  to  an  organic  weakness  and  a  functional  malady  often  reacliing  an 
acute  form,  and  that  during  the  past  three  years  our  condition  has  been 
chronically  acute.  Our  trouble  involves  both  our  national  finances  and 
the  currency  system  of  our  banking  institutions.  We  may  administer 
a  few  sugar-coated  flour  or  dough  pills,  like  increasing  the  circulation 
to  par  of  the  bonds,  and  allowing  banks  to  organize  with  smaller  capital 
in  out-of-the-way  places,  aud  thereby  allay  the  apprehensions  for  the 
afternoon;  but  unless  we  actually  remove  the  organic  difficulty  on  the 
one  hand  with  an  unequivocal  measure  of  value,  and  reenforce  the  blood 
by  iufufiing  into  the  currency  arteries  the  buoyancy  and  elasticity  of 
our  vast  but  rapidly  exchanging  wealth,  this  old  malady  will  ever 
return  in  more  and  more  malignant  form,  prey  upon  an  ever  weakening 
constitution,  produce  greater  and  greater  anaemia,  and  end  in  disorder 
and  ruin. 
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GREENBACKS  FOOLISHLY  PERPETUATED. 

Let  US  inquire  first,  then,  what  the  organic  or  constitutional  weakness 
is.  It  began  by  the  Government  issuing  its  first  paper  money,  possibly 
of  necessity,  but  foolishly  kept  in  circulation  long  after  the  necessity, 
if  any  ever  existed,  had  disappeared;  and  it  is  no  guaranty  of  wisdom 
simply  because  the  Supreme  Court  has  decided  that  Congress  could  make 
nothing  but  a  piece  of  paper,  that  was  always  being  redeemed  and  yet 
is  never  retired,  a  legal  tender.  There  are  a  great  many  things  that 
Congress  can  do  and  does  do  that  are  supremely  and  su])erbly  foolish, 
and  conspicuous  among  its  acts  of  this  character  was  the  act  perpetu- 
ating the  existence  of  the  greenback  long  after  its  purposes,  if  born  of 
necessity,  had  been  served.  If  a  small  portion  of  the  money  that  was 
used  in  paying  off  the  Government  bonds  wliich  could  not  annoy  us 
had  been  applied  in  liquidating  our  demand  obligations,  we  would  have 
been  saved  an  immense  amount  of  financial  trouble  and  a  vast  amount 
of  interest,  too,  before  we  have  finished  the  greenback  chapter.  But  we 
were  not  satisfied  even  with  getting  $346,000,000  for  nothing  through- 
out eternity,  so  we  started  out  upon  the  silver  scent;  and  while  we  were 
cunning  enough  in  the  act  of  1878  to  hide  behind  the  coined  dollar 
deposited,  we  had  the  hardihood  in  1890  of  increasing  our  demand  obli- 
gations at  the  astounding  rate  of  $50,000,000  a  year,  with  no  way  of 
meeting  them  except  the  taxing  power  of  the  Government.  We  did 
not  even  assure  the  people  and  the  world  of  our  good  faith  by  putting 
up  a  redemption  fund  corresponding  with  that  lodged  against  the  green- 
backs. 

What  happened!  We  soon  found  that  technically  we  had, including 
the  national-bank  notes,  about  $1,000,000,000  of  demand  obligations 
out,  and  only  the  same  $100,000,000  we  thought  necessary  te  protect 
the  $346,000,000  greenbacks,  when,  in  fact,  we  ought  te  have  had  at 
least  $300,000,000  of  gold  under  the  circumstances. 

All  classes  of  our  people,  te  say  nothing  of  the  business  men,  and 
particularly  the  bankers,  were  looking  each  other  mysteriously  in  the 
face  and  inquiring  whether  it  might  not  be  well  to  hide  away  some 
gold.  The  foreign  broker,  wanting  to  appear  conservative  and  protect 
his  client,  and  of  course  get  another  commission  on  an  exchange  of 
securities,  advised  extreme  caution,  pointing  out  that  it  would  be  impos- 
sible for  the  United  States  to  maintain  the  gold  standard,  and  that  it 
was  in  a  position,  in  fact,  te  slide  from  under  when  the  crash  came. 

HOARDING  GOLD. 

What  has  been  the  result!  The  American  people  of  every  class 
have  been  hoarding  gold,  while  the  foreigners  have  been  withdrawing 
their  investments,  and,  what  is  quite  as  bad  for  an  undeveloped  coun- 
try, withholding  their  money  from  us. 

The  large  outstanding  demand  obligations  of  the  Government  enable 
those  who  want  gold  at  home  or  abroad  to  force  the  Government  to  go 
on  forever  paying  these  greenback  and  silver  demands  over  and  over 
again,  and  yet  they  may  never  be  retired.  The  only  remedy  left  to  the 
Government  under  the  present  circumstances  is  to  sell  bonds  in  advance 
and  corner  the  $500,000,000  greenbacks  and  Treasury  notes,  about  which 
there  is  no  possible  doubt  as  to  what  the  Government  has  got  to  do, 
and  then  wait  for  a  test  case  of  a  silver  certificate,  which  must  result  in 
the  same  conclusion  and  the  Treasury  be  confronted  with  $335,000,000 
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more  of  demand  obligations,  while  the  (royerument,  which  the  unthink- 
ing call  the  richest  in  the  world,  in  this  very  connection  finds  itself 
without  any  of  those  resources  of  a  bank  to  meet  its  debts  and  liter- 
ally stripped  of  every  means  of  defense  except  its  power  to  tax  the 
people.    Was  there  ever  a  more  pitiable  spectacle  in  the  world  f 

From  the  foregoing  we  have  discovered  some  of  the  disastrous  effects 
growing  out  of  our  organic  difficulties. 

We  have  observed : 

First.  That  on  account  of  doubt  gold  is  constantly  leaving  the  Treas- 
ury and  the  country. 

Second.  That  our  people  are  nursing  their  gold,  and  the  United  States 
Treasury  must  furnish  all  the  gold  that  is  wanted  for  any  purpose  what- 
ever, without  having  any  resource  except  the  power  to  tax  the  people, 
and  yet  must  continue  an  unlimited  amount  of  the  paying  business  of 
a  bank. 

How  shall  we  meet  the  first  difficulty  and  turn  the  stream  of  gold  now 
flowing  from  our  country  to  it,  and  stop  the  drain  on  the  Treasury  by 
our  own  people! 

TJNEQUIVOOAL.  MEASUKE   OF  VALUE  NEEDED. 

There  is  and  will  be  but  one  cure,  and  that  is  an  unequivocal  measure 
of  value  approved  and  adopted  by  all  the  leading  commercial  nations  of 
the  world,  and  determined  by  all  human  experience  to  be  best  suited 
for  settling  the  balances  of  trade. 

So  long  as  political  parties  straddle,  and  so  long  as  it  is  possible  for 
Members  of  Congress  to  declare  that  the  bonds  of  the  United  States 
are  in  terms  payable  in  silver  as  well  as  gold,  and  so  long  as  one  branch 
of  Congress  or  the  other  shows  its  disposition  by  a  vote  to  take  advan- 
tage of  the  word  ^'coin,^  so  long  will  a  most  expensive,  indeed  possibly 
a  runinous,  doubt  hang  over  this  country. 

Of  those  who  declare  that  we  are  on  a  gold  basis  and  are  going  to 
pay  our  obligations  in  gold  I  would  like  to  inquire.  Why  do  we  not  put 
it  in  black  and  white  and  save  this  country  millions  in  interest  every 
year,  and  secure  hundreds  of  millions  for  investments  to  develop  our 
vast  resources  t  For  there  is  no  country  on  the  face  of  the  earth  with 
our  citizenship,  civilization,  well-established  laws,  and  natural  resources 

} which  are  the  magnets  that  determine  where  capital  goes),  and  there- 
ore  so  assuring  to  capital,  as  our  own,  if  the  measure  of  value  were 
only  unalterably  fixed. 

GET  THE  GK>VBBNMENT  OUT   OF  THE  BANKINa  BUSINESS. 

How  shall  we  overcome  the  second  difficulty  that  has  made  this  great 
country  ridiculous  and  may  render  it  financially  impotent  because  the 
people  demand  that  this  debt-doubling  process  shall  cease,  little  dream- 
ing of  the  consequences  that  must  ensue.  If  we  would  escape  the 
incomprehensible  trouble  in  either  event,  we  must  cease  the  anomalous 
position  of  filling  all  the  paying  functions  of  a  bank  without  any  of  its 
natural  resources. 
In  other  words,  the  two  remedies  for  our  organic  difficulty  are  these: 
First.  Befnnd  our  national  debt  in  long-time  2  per  cent  gold  bonds, 
furnishing  a  basis  of  circulation  for  our  national  banks  and  thereby 
giving  to  the  people  a  money  redeemable  in  gold  over  the  counter  of 
the  bank  of  issue,  thus  utterly  destroying  the  gold-boarding  habit  at 
home  and  dissipating  the  last  vestige  of  doubt  and  tiear  abroad. 
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Secoud.  Get  the  Government  out  of  tbe  banking  business  by  con- 
verting the  greenbacks  and  Treasury  notes  into  metal  reserves  of  the 
national  banks,  and  send  the  silver  dollars  whirling  into  the  tills  of  our 
merchants,  and  over  the  counters  of  our  banks. 

This  done,  the  credit  of  the  nation  can  not  be  threatened  in  times  of 
peace  and  ought  to  be  maintained  unimpaired  in  times  of  war.  Its 
business  would  then  be  just  what  that  of  New  York,  Chicago,  or 
San  Francisco  is — the  collection  of  money  for  the  payment  of  current 
expenses — and  every  dollar  of  the  $625,000,000  in  gold  in  the  United 
States  would  be  free  money,  and  would  be  taken  from  the  safe-deposit 
boxes,  drawers,  and  stockings  and  turned  into  the  channels  of  commerce. 

So  far  as  I  have  been  able  to  discover  there  is  but  one  other  view 
entertained  with  regard  to  our  organic  weakness,  and  that^has  been 
entertained  by  my  fellow-Republicans,  indeed  originated  with  them,  but 
which  is  far  more  political  than  philosoi)hical,  and  w4jich  wil  Inot  stand 
the  test  of  fact  established  by  investigation. 

INCREASING  THE  RESERVE. 

Beginning  with  President  Arthur,  we  were  warned  continually  of  the 
danger  that  would  grow  out  of  expanding  our  demand  obligations,  and 
all  recognized  economic  writers  pointed  out  the  danger  long  before 
President  Harrison  left  his  office.  Even  before  there  liad  been  a  defi- 
ciency. Secretary  Foster  was  panic  stricken  and  the  liepublicaii  Admin- 
istration had  prepared  and  was  ready  to  issue  $50,000,000  of  bonds  for 
no  other  purpose  than  to  build  up  the  credit  of  the  nation  by  increasing 
the  reserve. 

I  think  it  will  not  be  denied  by  anyone  who  will  take  the  trouble  to 
study  the  changes  from  1878  to  1893,  that  had  the  Government  begun 
in  1878  to  cover  the  depreciation  of  the  silver  coined  with  a  proper 
reserve  of  gold  and  continued  that  i)olicy  down  to  1890  and  through  all 
the  operations  of  the  Sherman  Act  to  1893,  gradually  increasing  the 
reserve  up  to  about  $300,000,000,  there  would  have  been  no  apprehen- 
sion with  regard  to  the  ability  of  the  Government  to  meet  its  demand 
obligations,  even  though  it  was  compelled  to  sell  $150,000,000  of  bonds 
to  cover  the  deficit  growing  out  of  tlie  lack  of  revenue. 

If  this  be  true,  then  it  is  clear  that  it  was  simply  the  expanded  credit 
and  not  the  lack  of  revenue. 

After  much  honest  and  earnest  investigation  on  my  own  part,  I  am 
satisfied  that  the  lack  of  revenue  has  been  in  no  sense  the  cause  of  the 
trouble,  although  I  am  of  the  opinion  that  it  has  served  to  scrape  the 
scab  off  a  most  angry,  violent,  malignant,  and  festering  sore  and  kept 
it  a  running  one.  The  real  trouble  was  in  a  lack  of  that  prudence  on 
the  i)art  of  the  Government  that  a  good  banker  usually  exercises  in 
increasing  his  reserves  as  his  demand  obligations  expand. 

But  what  a  frightful  waste  this  i)rudent  policy  would  have  involved, 
the  locking  up  of  $300,0110.000  of  money  for  no  other  purpose  than  the 
safe  conduct  of  a  most  unwise  and  foolish  policy.  Nor  would  tlie  pop- 
ular will  of  the  country  remain  silent  while  so  vast  a  sum  was  being 
withdrawn  from  the  channels  of  trade  and  the  currency  correspond- 
ingly contracted.  This  inherent  or  constitutional  evil  from  either  point 
of  view  was  to  breed  discontent  and  disaster. 

INTERNATIONAL  BIMETALLISM. 

While  discussing  this  fundamental  difliculty,  it  maybe  well  to  allude 
to  the  objection,  that  has  been  urged  to  the  gold  cure  here  proposed,  oil 
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the  part  of  the  so-called  bimetallist,  but  the  more  accurately  described 
silver  monometallist^  and  that  is  an  international  bimetallic  arrange- 
ment. 

To  these  so-called  biraetallists  I  think  we  may  confidently  say  that  so 
far  as  the  pablic  sentiment  of  this  country  goes  two  things  have  been 
established  beyond  all  perad venture — 

First,  That  the  American  people  are  unalterably  opposed  to  the  free 
and  unlimited  coinage  of  silver  without  an  international  arrangement. 

Second.  That  if  this  country  hopes  to  secure  an  international  arrange- 
ment for  the  free  coinage  of  silver  at  any  ratio,  tliey  will  be  far  more 
successful  in  their  endeavor  to  do  so  if  they  place  themselves  squarely 
upon  the  gold  standard,  showing  to  all  the xest  of  the  world  that  there 
is  absolutely  no  possibility  of  this  country  adopting  the  free  coinage  of 
silver  while  the  other  great  commercial  nations  of  the  earth  take  all 
the  gold  and  leave  us  nothing  but  silver.  The  way  to  reason  with  the 
selfishness  of  nations  is  to  exercise  the  power  of  compulsion,  and  the 
mere  possibility  that  this  great  country  may  in  some  moment  of  aberra- 
tion adopt  the  free-coinage  fallacy  stands  in  the  way  and  will  do  more 
to  defeat  an  international  arrangement  than  all  other  causes  combined. 

Then  there  is  another  class,  who  would  sacrifice  everything  to  con- 
venience, instead  of  all  convenience  to  principle,  and  who  urge  the 
inconvenience  of  using  metal  instead  of  paper  money,  when,  as  a  mat- 
ter of  fact,  the  salutary  effect  of  having  the  metal  among  our  people 
offsets  it  tenfold.  Among  these  are  even  those  who  would  not  propose 
to  have  anything  but  good  paper  money,  and  yet  urge  the  inconsequent 
tial  consideration  of  convenience  while  a  great  principle  is  involved, 
even  the  credit  of  the  nation.  The  question  of  convenience  can  only 
be  considered  after  the  problem  has  been  solved  upon  sound  economic 
principles. 

Having  pointed  out  what  seems  to  me  to  be  the  orgauio  disorders, 
and  dissipated  the  erroneous  diagnosis  of  those  who  claim  that  all  our 
woe  is  due  to  lack  of  revenue,  and  having  pointed  out  that  the  very 
objection  of  the  theoretical  bimetallist  is  really  his  best  if  indeed  not 
his  only  hope  of  success  in  securing  an  international  arrangement,  and 
having  brushed  away  the  dewy  suggestion  of  convenience,  I  think  we 
have  clearly  discerned  the  true  organic  weaknesses  from  which  we  are 
suffering. 

These  being  the  fundamental  difficulties,  there  can  be  no  question 
about  the  remedies  that  have  been  suggested. 

Assuming  that  our  measure  of  value  has  been  placed  beyond  the 
reach  of  cavil  and  forever  settled,  and  our  Government  has  no  connec- 
tion whatever  with  the  currency  of  our  country  except  as  trustee,  let  us 
proceed  to  inquire  what  the  functional  trouble  is  affecting  our  monetary 
system. 

THE  PRESENT  BANKINGS  SYSTEM. 

I  am  one  of  those  who  believe  that  we  have  one  of  the  best  banking 
isystems  in  the  world  in  some  respects,  and  who  also  believe  that  it  is 
equally  bad  in  others.  All  the  superficial  defects,  all  the  apparent 
evils,  Uke  eruptions  on  the  human  body,  which  are  due  to  disorders  of 
the  blood,  are  due  either  to  too  much  or  too  little  money  to  handle  the 
commerce  of  this  great  country  at  any  given  time. 

Any  banking  system  like  our  own,  which  results  in  a  currency  panic 
in  one  city  or  several  localities  or  possibly  all  over  the  United  States 
every  time  there  is  the  slightest  commotion  in  any  department  of 
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commerce^  is  like  au  epileptic  patieut,  who  goes  into  fits  upon  the 
slightest  provocation. 

Everybody  asks,  "What  is  the  trouble!"  And  everybody  who  has 
taken  the  time  and  trouble  to  investigate  the  subject  answers,  "The 
want  of  a  sound,  elastic  currency." 

We  have  reached  a  point  in  this  matter  that  demauds  patriotic  and 
heroic  action. 

We  should  at  once  acknowledge  every  established  £act  and  follow 
every  vein  of  truth  wherever  it  may  lead,  if  happily  we  may  find  a 
solution  to  this  intricate  problem,  and  save  our  country  from  the  stress 
of  a  continual  financial  storm  and  bring  back  confidence  in  us  through- 
out the  world  and  secure  the  blessiug  of  prosperity  to  our  own  people. 

It  has  been  with  this  spirit  that  I  have  pursued  my  study  and  indulged 
my  thought,  which  has  stripped  me  of  some  pet  notions  and  dislodged 
many  of  my  preconceived  ideas  that  were  born  of  political  bias  or  were 
the  children  of  wishes  growing  oiit  of  party  zeal  or  the  inheritance  of 
some  tradition  partially  true  or  utterly  false.  And  now,  when  I  pass 
my  country  in  review  and  contemplate  the  stupendous  losses  and  fright- 
ful havoc  of  recent  years,  I  am  impelled  to  hope  that  Diogenes  may 
again  appear  with  his  candle  and  not  cease  his  search  until  he  has 
found  a  clear,  A*ank,  and.  honest  political  platform  upon  which  the 
American  people  can  fight  this  thing  out,  as  they  are  longing  to  do. 

As  in  1858  Abraham  Lincoln  foresaw  that  this  Government  could  not 
endure  half  slave  and  half  free,  so  now  it  is  clear  that  the  domestic 
prosperity  and  commercial  supremacy  of  this  nation  among  all  the 
nations  of  the  earth  wait  alone  upon  our  unequivocal  declaration  and 
irrevocable  decision  as  to  our  measure  of  value. 

AMERICAN  PEOPLE  FAVOB  THE  GOLD  STANDABD. 

The  American  people,  strictly  honest,  highly  intelligent,  andsnpremely 
brave,  are  in  favor  of  the  gold  standard  as  a  measure  of  value  because 
all  history  has  shown  it  the  most  stable  metal,  all  experience  has 
proved  it  best  suited  for  settling  the  balances  of  trade,  and  all  the  lead- 
ing commercial  nations  of  the  earth  have  approved  and  adopted  it. 
And  while  our  people  are  in  favor  of  the  use  of  so  much  paper  and  silver 
money  as  is  consistent  with  prudence  and  the  demands  of  business, 
they  are  unalterably  opposed  to  the  free  an  unlimited  coinage  of  silver 
except  upon  the  single  condition  of  an  international  arrangement,  to 
which  they  are  ready  and  anxious  to  give  their  hearty  support. 

In  discussing  this  question  we  can  not  take  the  position  of  the  school- 
master, the  theorist,  or  the  dogmatist;  but  with  a  full  and  perfect 
knowledge  of  our  present  currency,  our  individual  banking  system,  the 
extent  of  our  country,  and  the  magnitude  of  our  commerce,  we  should 
attempt  the  solution  of  this  most  difficult  problem. 

The  experience  of  other  countries,  so  far  as  they  have  established  prin- 
ciples that  are  equally  adapted  to  our  condition,  are  valuable;  but  we 
can  not  assume  that  everything  that  has  worked  well  elsewhere  will 
necessarily  work  equally  well  here.  It  is  a  question  very  largely  of 
discrimination  and  adjustment.  However,  it  is  no  evidence  that  because 
conditions  elsewhere  are  very  different  from  our  own,  that  their  expe- 
rience is  of  no  value  to  us;  or  that  what  has  been  well  done  there  can 
not  be  equally  well  done  here.  Common  sense  here,  almost  more  than 
anywhere  else,  must  serve  as  a  ballast  to  theory.  Prejudice  must  give 
way  to  truth,  and  selfishness  to  i)rinciple. 

To  suppose  that  the  people  of  the  United  States  wiftl  give  up  a  secured 
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eurrcoicy  in  a  day,  a  Aveek,  a  year,  or  a  decade  even,  for  a  credit  currency, 
is  a  most  violent  presumption,  even  if  such  a  thing  were  sound  in  prin- 
ciple. Again,  oven  if  they  were  willing  to  do  so — and  credit  currency 
is  sound  beyond  a  peradveuture  in  principle — I  do  not  believe  that  such 
a  step  would  be  wise. 

Banking  is  a  development;  it  is  the  result  of  evolution;  and  each 
of  the  great  commercial  nations  has  its  own  system  of  bankiug  which 
is  still  in  the  process  of  evolution.  While  our  movement  should  be  in 
the  direction  of  radical  changes,  the  movement  itself  should  not  be 
radical,  so  that  what  may  be  proposed  may  be  tested  and  gradually 
adjusted  to  the  vast  and  complicated  factors  involved  in  our  commerce 
and  banking. 

SECURED  OUBRENOY  MUST  LACK  ELASTICITY. 

That  any  system  of  secured  currency  does  lack  and  must  lack  all  the 
elements  of  elasticity  I  presume  no  one  here  doubts.  If,  however,  there 
are  those  who  think  that  our  system  has  ever  responded  and  con- 
tracted as  the  demands  of  commerce  required,  they  have  only  to  con- 
sult our  bank-note  circulation  by  years  and  be  convinced  that  it  has 
practically  been  controlled  by  the  normal  demand  of  money  on  the  one 
hand  and  the  profit  on  the  bonds  on  the  other,  and  has  often  been 
lowest  when  it  ought  to  have  been  highest,  and  highest  when  it  ought 
to  have  been  lowest.  There  is  no  pretense  that  it  has  been  taken  out 
every  fall  when  the  crops  were  to  be  removed  and  has  automatically 
contracted  when  they  were  disposed  of.  It  was  $146,000,000  in  1805: 
$340,000,000  in  1875;  $301,000,000  in  1877;  $352,000,000  in  1883,  and 
$122,000,000  in  1890.    It  is  now  about  $200,000,000. 

ISo  system  of  currency  will  ever  have  the  quality  of  true  elasticity 
which  does  not  reflect  commercial  activity  and  which  must  pay  a  tax 
when  it  is  idle;  hence  the  normal  demand  throughout  the  year  will  be 
the  only  material  factor  affecting  the  issue. 

It  will  readily  be  seen  why  we  have  money  panics  somewhere  nearly 
all  the  time  and  everywhere  some  of  the  time.  Under  a  properly  regu- 
lated system  I  think  one  may  safely  say  there  should  never  be  a  cur- 
rency famine  anywhere  at  any  time. 

The  great  bulk  of  the  money,  the  normal  money  of  any  country,  may 
well  be  gold,  silver,  and  secured  currency,  no  one  of  which,  nor  all  of 
which  put  together,  are  elastic.  But  to  properly  and  adequately  pro- 
vide for  the  extra  demand  for  money  to  handle  crops  and  manufactures, 
to  meet  the  disturbed  conditions  in  commerce  and  the  flurries  in  finance, 
something  more  is  needed  and  demanded. 

NATIONAL  DEBT  WILL  SOON   BE  PAID. 

Again,  it  is  admitted  that  it  will  not  be  very  long  before  the  national 
debt  will  be  paid  off.  We  all  remember  what  consternation  there  was 
throughout  the  whole  country  about  contraction  when  President  Har- 
rison was  paying  off  the  national  debt  at  the  rate  of  about  $100,000,000 
a  year  during  part  of  his  Administration.  Our  system  had  absolutely 
no  power  of  self-adjustment.  Some  were  demanding  that  we  have  State 
bonds  for  security;  some  suggested  city  bonds;  some  urged  railroad 
bonds;  some  sought  relief  in  the  repeal  of  the  tax  on  State  banks,  while 
the  bankers  met  at  Baltimore  and  issued  the  plan  bearing  that  name. 
All  was  confusion;  all  was  chaos;  nothing  was  done. 

Now  that  there  has  been  a  slight  increase  in  our  bonded  indebtedness, 
some  talk  as  though  it  were  to  continue  thrpughout  eternity.    In  the 
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light  of  a  surplus  revenue  of  $1,333,000,000  from  1879  to  1889,  such  a 
suggestion  is  idle  talk,  for  eveiybody  knows  that  if  the  Grovernment 
were  disposed  to  do  so  it  could  wipe  out  this  entire  debt  in  five  years, 
and  that  to  distribute  the  liquidation  over  a  period  of  ten  years  would 
render  the  burden  so  light  as  not  to  be  noticed.  Kothing  is  more  cer- 
tain than  the  absolute  necessity  of  some  system  to  succeed  the  present 
one  in  the  course  of  time,  and  nothing  is  more  important  than  that  ^ 
there  should  be  an  evolution  in  passing  from  one  to  the  other,  and  not  a 
revolution,  with  all  its  shocks,  misfortunes,  disasters,  and  ruin. 

''BED  DOG"  MONEY. 

As  a  preface  to  what  I  am  going  to  say,  I  will  venture  the  assertion 
that  you  can  not  mention  the  matter  of  credit  money  in  any  chance 
meeting  of  a  dozen  business  men  that  some  of  them — indeed,  in  most 
instances  a  majority  of  them — will  not  shrug  their  shoulders  and  think 
of  what  they  may  remember,  if  age  will  permit,  or  what  their  fathers 
have  told  them  about  "red  dog,'^  "yellow  dog,"  or  some  other  dog 
money,  as  though  they  had  heard  or  read  all  about  all  kinds  of  money, 
when,  as  a  matter  of  fact,  all  they  know  about  it  is  that  there  really 
was  "red  dog"  money,  and  that  the  dog  died.  l!^either  the  cause  nor 
the  circumstances  surrounding  his  death  seem  ever  to  have  entered* 
their  minds. 

But,  discardiug  the  follies  of  the  past,  let  us  inquire  into  our  necessities 
and  misfortunes  with  a  determination  of  overcoming  them,  if  possible. 

As  a  preliminary  but  fundamental  truth,  I  suppose  all  my  listeners 
realize  that  there  is  not  the  slightest  difference  between  a  bank  which 
has  $100,000  capital  and  $100,000  of  deposits  subject  to  check,  with  ^ 

975,000  of  its  deposits  loaned  out  on  sixty-day  two-name  paper,  and 
$25,000  reserve,  and  a  bank  which  has  $100,000  capital  and  $100,000  of 
credit  notes  outstanding,  $75,000  of  which  having  been  loaned  to  iden- 
tically the  same  men  as  in  the  former  case  and  on  the  same  conditions — 
sixty-day  two-name  paper,  with  $25,000  of  notes  turned  into  cash  for  a 
reserve  against  the  $100,000  of  notes. 

When  there  are  abundant  deposits  there  will  be  no  notes  issued 
under  ordinary  circumstances,  but  where  there  is  little  wealth  in  the 
form  of  money,  but  great  wealth  in  other  forms  and  much  money  needed 
to  develop  it,  there  notes  will  be  issued. 

This  fact  can  oe  illustrated  by  a  comparison  of  the  national  banks 
of  the  cijby  of  New  York  in  1884,  having  $46,000,000  of  capital,  with  all 
the  national  banks  of  the  State  of  Massachusetts,  outside  of  Boston, 
having  $45,000,000  of  capital.  In  the  former  the  deposits  amounted  to 
$184,000,000,  and  the  banks'  circulation  was  but  $13,200,000;  while  in 
the  latter  the  deposits  were  but  $45,400,000,  and  the  circulation  out- 
standing was  $35,800,000 — about  three  times  as  great. 

THE  SOUND  SUFFOLK  SYSTEM. 

Again,  during  the  operation  of  the  Suffolk  system  at  Boston,  which 
was  before  Yankee  ingenuity  was  crystallized  into  millions,  and  every  ^ 
river,  stream,  and  rivulet  was  turned  into  a  source  of  wealth,  the  country 
banks  had  no  deposits  to  speak  of,  and  many  of  them,  considering  the 
inconvenience  of  travel  and  the  slowness  of  mail,  were,  speaking  from 
our  present  facilities  for  both,  thousands  of  miles  away.  Some  of  the 
Maine  banks,  with  an  actual  capital  and  downright  honesty^  were, 
though  more  remote  then  in  a  business  sense  than  California  is  now, 
issuing  their  notes  and  clearing  at  Boston,  thus  enabling  the  sturdy 
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80118  of  that  then  far-off  region  to  develop  the  great  resources  of  that 
section.  So  it  was  with  nearly  all  of  New  England,  but  the  current 
redemption  which  the  system  enforced  kept  their  money  absolutely  good. 

CONDITION  OP  BANK  OP  FRANCE. 

Allow  mo  to  call  your  attention  to  the  condition  of  the  Bank  of 
France  January  1, 1895.  Its  capital  is  936,500,000,  with  deposits,  public 
and  private,  of  $163,480,000;  its  outstanding  notes,  $701,140,000.  The 
amount  of  cash  on  hand  is  $636,980,000,  showing  that  the  bills  receiv- 
able taken  in  for  the  notes  issued  have  oeen  paid  off  and  the  notes  are 
still  outstanding. 

It  must  not  be  forgotten  in  passing  that  the  legal  note  issue,  at  pres- 
ent, of  the  bank  is  $800,000,000;  but  it  does  not  seem  to  issue  it  and 
foolishly  loan  it  just  because  it  can  do  so.  It  will  be  observed  that  it 
had  $100,000,000  still  unissued. 

Again,  it  must  be  remembered  that  there  is  not  one  dollar  of  specific 
security  for  any  part  of  the  whole  $800,000,000  issue,  which  is  a  legal 
tender  so  long  as  redemption  is  maintained.  This  vast  issue  rests 
upon  and  is  protected  by  the  bills  receivable  taken  in  exchange  for  the 
notes,  or  the  proceeds  of  those  bills  receivable  which  have  alr^bdy  been 
paid  off. 

CREDIT   MONEY   OF   ©BEAT   BRITAIN. 

Great  Britain,  too,  has  her  sytem  of  credit  notes  and  metal  method  of 
expansion.  The  banks  of  England  and  Wales,  outside  of  the  Bank  of 
England,  have  the  power  to  issue  credit  money  amounting  to  £4^813,400, 
or  about  $26,000,000.  But  on  the  Ist  day  of  January  they  had  out- 
standing only  $10,000,000,  leaving  credit  money  to  be  issued,  if  needed, 
amounting  to  $15,000,000. 

SCOTCH  BANKS. 

The  Scotch  banks  have  an  authorized  issue  of  credff  mon^y  amount- 
ing to  $13,381,750,  and  on  the  1st  day  of  January  had  outstanding  only 
$6,985,675,  leaving  to  their  credit  and  unissued  about  $7,000,000,  which 
could  be  put  out  if  conditions  called  for  it. 

IRISH  BANKS. 

The  Irish  banks  have  an  authorized  circulation  of  credit  money  amount- 
ing to  $31,772,470,  and  on  the  1st  day  of  January  there  was  issued  only 
$15,000,000,  leaving  to  their  credit  and  unissued  $16,772,470. 

f^om  these  facts  is  it  not  reasonable  to  conclude  that  the  same  degree 
of  caution  is  exercised  in  issuing  credit  notes  as  in  loaning  the  deposits 
of  the  bank?  A  careful  comparison  of  the  figures  shows  that  on  the 
Ist  day  of  January,  1895,  they  had  issued  less  than  50  per  cent  of  their 
authorized  credit  circulation,  which  aggregates  about  $70,000,000. 

It  must  not  be  forgotten  in  this  connection  that  we  are  now  dealing 
with  a  country  of  vast  accumulations  and  immense  bank  deposits.  The 
prudence  of  the  credit  issues  of  Great  Britain  are  certified  to  by  the 
fact  thskt  in  Scotland,  the  home  of  the  system,  there  have  never  been 
but  three  bank  failures  worth  mentioning. 

BANK  OF  ENGLAND. 

In  the  beginning  of  my  comment  upon  Great  Britain  I  alluded  to 
her  system  of  metallic  expansion.    The  position  of  the  Bank  of  England 


118  FINANCIAL  AND  BANKING  SITUATION. 

is  a  most  unique  one,  in  that  when  they  need  more  money  or  gold  in 
England,  London  being  the  clearing  house  of  the  world^  it  is  obtained 
by  simply  raising  the  rate  of  interest  to  a  point  that  will  attract  gold 
from  the  money  centers  of  the  Continent,  and  against  this  the  issuing 
department  puts  out  it«  Bank  of  England  notes. 

Notwithstanding  the  various  facilities  for  meeting  exigencies,  the 
Bank  of  England,  owing  to  the  fact  that  a  limit  was  placed  upon  its  ^ 
issuing  x)ower  by  the  act  of  1844,  which  it  was  supposed  at  the  time 
would  forever  end  all  panics,  the  bank  suspended,  as  it  is  called  over 
there,  and  the  limit  set  aside  October  25, 1847,  November  12, 1857,  and 
May  12,  1866,  In  February,  1861,  and  in  May  and  September,  1864, 
the  condition  became  critical  also,  while  in  1873  the  suspension  of  the 
act  seemed  certain  for  some  days.  By  many  it  is  now  thought  that  it 
was  a  mistake  to  set  a  limit;  for,  on  all  occasions  when  the  emergency 
has  arisen,  she  has  suspended  the  act  and  issued  the  requisite  amount 
of  money  to  meet  the  demand. 

SYSTEM  OF   GERMANY. 

At  the  formation  of  the  German  Empire,  when  the  financial  arrange- 
ment was  being  adjusted,  the  English  act  of  1844  was  largely  followed 
except  in  this  particular  power  of  issuing  credit  money,  for  they  had 
learned  by  experience  and  observation  of  the  English  system  that 
there  was  no  limit  except  that  set  by  necessity  when  the  crises  recur. 

No  limit  was  fixed,  but  rules  and  restraints  were  established  to  keep 
it  down  to  a  certain  point— 385,000,000  marks,  or  about  $200,000,000  of 
money  which  was  apportioned  among  the  several  banks,  with  the  privi- 
lege of  passing  the  limit  if  cash  of  a  certain  description  was  held;  but,  ^ 
having  passed  the  limit  of  issue  fixed  without  cash  to  cover,  the  only 
penalty  was  a  tax  of  5  per  cent  per  annum  upon  the  notes  issued. 
This  limit  has  several  times  been  passed  by  the  smaller  banks,  and 
also  by  the  Reischbank  itself,  the  institution  representing  the  Empire. 
This  happened  %  the  case  of  the  Beischbank  in  December,  1881 ;  in 
September  and  October,  1882;  in  December,  1884;  in  January,  1885; 
in  December,  1886,  and  three  times  in  the  latter  part  of  1889.  The 
overissue  September  30,  1895,  was  $9,200,000;  October  7,  1895,  was 
$4,100,000;  December  31,  1895,  was  $29,400,000.  On  some  occaafons 
the  issues  were  much  beyond  the  fixed  limit,  and  it  is  now  certain  that 
in  several  instances  the  German  community  was  saved  from  the  shock 
of  panic  and  the  spasm  of  contraction  which  would  have  been  inevitable 
if  they  had  been  acting  under  the  English  banking  act  of  1844. 

But  nearer  home,  even  at  oar  very  doors,  we  can  find  an  apt  illus- 
tration of  automatic  banking  currency. 

CANADIAN  BANKING  SYSTEM. 

Canada  has  no  mint  of  her  own,  but  uses  our  gold  pieces  as  her 
standard  money.  The  Canadian  system  is  founded  upon  the  Scotch 
system,  many  of  her  leading  citizens  and  most  prominent  bankers  being 
of  Scotch  origin.  ^ 

The  banking  capital  of  Canada  amounts  to  $62,196,391^  or  bears 
about  the  same  proportion  to  their  population  that  our  bankmg  capital 
bears  to  our  own. 

The  Canadian  banks  have  the  right  to  issue  credit  money  to  an 
amount  equal  to  their  paid-up  and  unimpaired  capital,  which  would  be 
$62,196,391.  But,  as  a  matter  of  fact,  they  have  never  exceeded 
$38,000,000,  and  the  greatest  expansion  in  any  one  year  to  move  the 
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crops  was  $7,000,000,  while  January  1, 1896,  it  was  only  $32,565,179, 
about  one-half  the  limit. 

Each  of  the  banks  is  interested  in  getting  out  its  own  money,  and 
therefore  is  equally  interested  in  keeping  the  current  of  redemption 
running  strongly  all  the  time  over  the  counters  of  all  the  other  banks. 

It  is  a  most  striking  fact  that  while  we  are  scarcely  ever  out  of  a 
money  panic,  and  consequently  a  currency  famine,  Canada  does  not 
know  what  either  means. 

It  would  seem  from  all  these  illustrations — the  Suffolk  system,  the 
Bank  of  France,  the  Scotch  banks,  the  Irish  banks,  the  English  banks^ 
the  German  banks,  and  the  Canadian  banks — we  may  fairly  conclude 
that  credit  currency  is  as  good  as  any  in  the  world,  and,  indeed,  in 
case  of  war,  when  securities  often  go  out  of  sight,  it  is  better,  because 
resting  upon  sixty -day  bills  receivable,  which  are  almost  certain  of  pay- 
ment without  delay  or  loss,  at  least  a  very  great  i)ortion  of  'them. 

To  the  man  whose  reply  is — and  this  is  the  only  answer  to  this  array 
of  evidence — the  plan  may  work  well  in  all  the  rest  of  the  world  but 
would  not  do  for  us,  I  desire  to  say  that  such  an  admission  is  an  impeach- 
ment of  our  civilization — a  plea  of  guilty  to  the  charge  that  we  are  a 
•violent  people — a  confession  that  our  prudence  and  money-saving  qual- 
ities are  overshadowed  by  those  of  every  other  nation,  which  is  not 
true — a  declaration  that  we  are  unfit  for  self-government,  and  conse- 
quently self-control,  which  more  than  a  hundred  years  of  the  most  glo- 
rious history  of  the  human  race  contradicts  and  rebukes. 

Would  any  man  seriously  contend  that  the  president,  cashier,  or 
board  of  directors  of  a  bank  would  be  more  foolish  in  loaning  the  notes 
of  a  bank  than  its  deposits,  when  circumstances  will  bring  them  to  its 
counter  for  redemption  with  the  certainty  and  promptness  of  the  checks 
drawn  against  its  deposits? 

"But,'^  said  one  of  the  Banking  and  Currency  Committee  the  other 
day,  ^^such  an  expansion  will  lead  to  unwise  speculations  and  all  its  evil 
consequences.^'  What  has  just  been  said  clearly  shows  there  would  be 
and  could  be  no  undue  expansion  of  money  calling  for  an  Immediate 
metal  redemption  any  more  than  there  is  to-day. 

SPBCXJLATIONS. 

Have  you  ever  inquired  into  the  subject  of  booms  and  financial  cata- 
clysms with  a  view  of  ascertaining  what,  if  any,  connection  they  have 
had  with  money — real  money — money  currently  redeemed  f  Have  you 
ever  thought  it  out  to  the  last  analysis  and  found  that  the  increase  of 
money  has  had  absolutely  no  connection  with  the  great  speculations 
throughout  the  world  during  the  past  thirty  years ;  but  that  every  one  of 
them  has  been  due  to  our  gambling  instinct,  encouraged  by  an  undue 
expansion  of  credit,  and  invariably  long  credit? 

Have  you  ever  thought  of  it?  There  has  been  absolutely  no  connec- 
tion between  the  per  capita  circulation  in  the  United  States  and  the 
various  booms  and  consequent  shrinkages.  From  1865  to  1873  our  cir- 
culation contracted  from  20.57  per  capita  to  18.04  per  capita.  In  1885 
and  1893,  respectively,  our  circulation  was  23.02  and  23.85  per  capita. 

Increased  circulation  had  absolutely  nothing  to  do  with  the  Birming- 
ham, Dallas,  Kansas  City,  Wichita,  Omaha,  Minneapolis,  St.  Paul, 
Duluth,  Spokane,  Seattle,  Tacoma,  and  Los  Angeles  speculations  and 
reactions;  nor  a  thousand  others  in  the  United  States  and  elsewhere. 

Increased  circulation  had  nothing  to  do  with  the  Australian  bubble. 
Increased  circulation  ha4  nothing  to  do  with  the  South  American  gam- 
bles.   Increased  circulation  had  absolutely  nothing  to  do  with  that 
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unlimited  buying  of  the  London  market,  from  1886  to  1890,  wben  you 
could  sell  almost  everything  from  a  beer  saloon  to  an  undiscovered  con- 
tinent in  that  market. 

CHEOKS  AND  DEAPTS. 

Kow,  since  a  system  of  credits  in  the  form  of  checks  and  drafts  x>er- 
forms  over  90  per  cent  of  our  work  and  constitutes  tiie  vital  factor  in  v* 
effecting  nearly  all  our  commercial  exchanges,  and  since  we  have  dis- 
covered that  all  the  leading  commercial  nations  of  the  world  have  suc- 
cessfully employed  credit  money  based  upon  the  liquid  wealth  of  com- 
merce, and  have  thereby  escaped  the  diflScultiesand  misfortunes  neces- 
sarily growing  out  of  an  inelastic  currency,  and  since  an  erroneously 
supposed  connection  between  cuiTently  redeemed  credit  money  and 
credit  expansion  does  not  exist,  in  fact  that  they  bear  no  relation  what- 
ever to  each  other,  have  we  not  found  a  remedy  for  our  ever-recurring 
panics  and  currency  famines? 

For  these  it  will  certainly  prove  a  specific  cure,  while  for  our  whole 
people  a  source  of  profit  and  advantage  that  can  not  be  measured  or 
comprehended  be  ause  of  a  better  distribution  of  the  normal  amount 
of  our  money  and  a  natural,  constant,  and  adequate  supply  at  every, 
point  where  it  is  needed  to  handle  our  products  or  develop  our  resources. 

Having  discovered  our  ills  and  the  proper  remedies,  it  is  our  task, 
taking  into  account  every  fact  and  condition,  to  draft  a  bill  that  will 
do  what  we  have  found  necessary  to  preserve  our  financial  honor  and 
conserve  our  commercial  prosiierity. 

First.  We  have  seen  our  vast  national  banking  interest,  consisting 
of  3,712  institutions,  with  resources  amounting  to  $3,423,629,343.03, 
and  transacting  a  business  of  more  than  $60,(^,000,000  per  annum,  ^ 

between  the  rising  and  setting  of  the  sun,  pass  from  one  political  repre 
sentative  of  one  Administration  to  that  of  another,  when  oar  banking 
interests,  as  a  matter  of  fact,  should  be  free  of  and  unaffected  by  politi- 
cal caprice  or  change. 

Second.  We^  have  found  that  there  is  a  possibility  of  doubt  about 
our  measure  of  value  when  it  ought  to  be  undoubted,  unequivocal, 
unchangeable. 

Third,  We  have  found  rur  money  hoarded  by  banks  and  individuals 
and  congested  in  the  financial  centers  when  confidence  should  take  the 
place  of  fear  and  money  t  eek  the  channels  of  trade. 

Fourth.  We  have  found  our  Government  with  a  bonded  debt  of 
$847,362,920,  braring,  mainly,  4  and  5  per  cent  interest,  when  it  ought 
to  be  funded  into  a  popular  loan  at  2  per  cent  as  a  basis  of  circulation, 
saving  over  $15,000,000  annually  to  our  people. 

Fiftb.  We  have  found  our  Government  bound  to  redeem  an  unlimited 
amount  of  obligations,  with  no  power  to  meet  them  except  by  taxing 
the  people,  when  it  ought  to  have  no  demand  obligations  except  current 
expenses. 

Sixth.  We  have  found  our  Treasury  warehousing  $600,000,000  of 
silver  cx)in  value  when  it  ought  to  be  circulating  among  our  people. 

Seventh.  We  have  found  our  Government  a  guarantor  of  the  obliga- 
tions of  our  banks  when  it  should  be  acting  only  as  trustee  for  the  note  ^ 
holders. 

Eighth.  We  have  found  eight  different  kinds  of  money  in  circulation 
when  there  should  be  but  two  besides  gold  and  silver. 

Ninth,  We  have  found  a  system  of  currency  as  fixed  in  quantity  as 
the  stars,  never  varying  necessarily  with  the  months  or  the  years  accord- 
ing to  the  demand,  but  which  may  all  be  withdrawn  to-morrow,  if 
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the  bonds  don't  pay,  when  onr  currency  should  increase  and  decrease 
with  the  ever- varying  exchanges  of  our  wealth.  In  verification  of  this 
it  is  well  to  obsewe  that  during  those  years  of  most  wondrous  devel- 
opment—from 1881  to  1890— our  note  issues  fell  from  $325,000,000  to 
$123,000,000. 

Tenth.  We  have  seen  legitimate  commerce  and  development  languish 
because  of  the  restraint  and  high  rates  resting  upon  money,  when  it 
should  automatically  spring  into  a-ctivity  at  a  reasonable  rate  of  interest 
as  the  demands  arise  and  disappear  when  the  work  is  done. 

That  all  these  difficulties  may  be  overcome  without  in  any  way  dis- 
turbing present  conditions,  existing  laws,  or  recognized  decisions, 
except  so  far  as  engrafting  a  credit  system  of  money  upon  our  present 
secured  one  may  do  so,  bill  6442  has  been  prepared,  and  the  sections 
will  now  be  considered  in  their  order: 

MINISTERS  OP  FINANCE. 

SscnoN  1.  Be  ii  enacted  hy  the  Senate  and  Home  of  Bq^reeeniativee  of  the  Vnited 
States  of  America  in  Congress  assembled,  That  there  shall  be,  and  there  is  hereby, 
created  and  established  a  Department  of  Finance,  which  shall  have  entire  and  excln- 
sive  control  and  management  of  all  national  banks,  their  right  to  take  out  secured 
circulation  and  issue  their  notes. 

Sue.  2.  That  there  shall  be  three  Ministers  of  Finance  who  shall  take  the  place  of 
the  Comptroller  of  the  Currency  and  constitute  a  Board  of  Finance;  and  said  Board 
of  Finance  shall  conduct  the  said  Department  of  Finance.  That  said  Ministers  of 
Finance  shall  be  appointed  by  the  President,  by  and  with  the  advice  and  consent  of 
the  Senate,  and  the  term  of  office  shaU  be  lor  a  period  of  twelve  years  at  a  salary 
of  $10,000  per  annum.  That  the  terms  of  the  first  three  Ministers  shall  be  for  twelve, 
eight,  and  four  years,  respectively.  The  Minister  being  appointed  for  twelve  years 
and  his  successors  shall  be  known  as  First  Minister  of  Finance,  and  he  shall  preside 
at  all  meetings  of  the  Board  of  Finance;  and  the  two  remaining  Ministers  shidl  be 
known  as  Associate  Ministers  of  Finance. 

These  two  sections  refer  to  the  same  snbject-matter,  and  while  they 
make  no  material  changes  in  the  law  the  effect  of  them  would  certainly 
be  to  take  the  banking  interests  of  the  country  out  of  politics,  as  only 
one  Minister  can  be  appointed  during  each  Presidential  Administration; 
and  they  also  insure  a  continuing  intelligent  and  wise  supervision  of 
the  banking  interests  and  a  most  valuable  aid  in  all  future  financial 
legislation. 

Whether  under  the  supervision  of  a  single  individual,  however  capa- 
ble, banks  have  not  been  permitted  to  drift  into  irretrievable  ruin  on 
the  one  hand  and  often  placed  in  the  hands  of  receivers  without  war- 
rant on  the  other,  to  the  very  great  loss  of  all  concerned,  no  one  can 
ever  definitely  know.  But  inasmuch  as  the  national  banking  act 
requires  the  association  of  at  least  five  persons  to  form  a  bank,  the 
Government  has  always  presumed  there  was  wisdom  and  safety  in  a 
consulting  board  as  against  a  single  individual. 

BEOBaANIZATION  PEOVIDED  FOE. 

Skc.  3.  That  any  national  bank  now  doing  business^  or  any  other  financial  institn- 
tion  doing  a  similar  business,  or  any  namber  of  persons,  may  in  accordance  with 
existing  law,  so  far  as  the  same  is  consistent  with  this  act,  organize  upon  the  follow- 
ing terms  and  conditions: 

If  any  corporation  described  as  aforesaid  shall  deposit  with  the  United  States  Gov- 
emment  any  of  the  United  States  bonds  now  outstanding,  or  any  that  may  be  here- 
after issned  nnder  existing  law,  which,  at  their  market  yalne,  shall  exceed  the  capital 
of  said  corporation  bv  5  per  cent,  the  United  States  Government  shall  issue  to  said 
corporation,  in  lien  of  said  bonds  so  deposited,  2  per  cent  United  States  Government 
bonds  eqnal  in  amonnt  to  such  market  value,  both  principal  and  interest  of  said 
new  bonds  being  payable  in  gold;  and  said  new  bonds  shall  thereupon  be  deposited 
with  the  United  States  Government,  and  circulation  known  as  United  States  Govern- 
ment bond  notes  shall  be  issned  to  said  corporation  in  an  amount  eqnal  to  the  paid-up 
capital  of  said  corporation,  in  denominations  of  $10  or  multiples  thereof. 
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The  first  paragraph  of  this  section  does  not  in  any  way  alter  the  con- 
ditions npon  whicli  a  national  bank  may  be  organized.  Under  the 
second  paragraph  aoy  existing  bank  can  convert  the  bonds  it  now 
holds  iDto  gold  bonds  for  circulation,  or  a  new  bank  may  deposit  for 
the  sameparpose  any  of  the  outstanding  bonds,  which,  at  their  market 
value,  will  exceed  the  paid-up  capital  by  5  per  cent,  and  obtain  therefor 
circulation  equal  to  its  capital. 

Why  fund  the  national  debt  into  gold  bonds? 

First.  To  forever  settle  the  standard  for  the  measure  of  value  in  this 
country,  which  will  be  in  doubt  in  the  minds  of  all  foreigners  so  long  as 
men  assert  coin  means  silver  as  well  as  gold. 

Second.  To  take  advantage  of  what  we  are  actually  doing  to-day 
(maintaining  a  gold  standard)  at  great  expense  on  account  of  the  doubt 
existing,  and  save  for  the  pieople  in  addition  every  year  more  than 
$15,000,000  in  interest. 

Third.  To  have  our  secured  circulation  based  on  so  low  a  rate  of 
interest  as  to  preclude  such  an  appreciation  in  the  value  of  the  bonds 
as  to  induce  banks  to  sell  them  and  retire  the  notes,  thereby  contract- 
ing the  volume  of  money  and  disturbing  the  business  conditions. 

Why  have  no  denominations  of  bond  notes  lower  than  $10  T 

First.  Because  the  presence  and  use  of  the  largest  possible  amount 
of  metal  among  the  people  exercises  a  most  salutary  influence. 

Second.  We  have  about  $600,000,000  of  silver  on  hand,  and  it  could 
be  made  to  do  the  work  of  the  one-dollar  bills,  amounting  to  $40,960,091 ; 
of  the  two-dollai  bills,  amounting  to  $28,348,497,  and  of  a  large  por- 
tion of  the  five-dollar  bills,  amounting  to  $245,168,884,  or  a  total  of 
$314,477,372. 

BOND  NOTES  A  LEGAL  TENDEB. 

Sec.  4.  That  said  United  States  Govemment  bond  notes  shall  be  a  legal  tender 
between  all  national  banks  and  be  redeemed  in  gold  coin  when  presented  for  pay- 
ment at  the  bank  of  issue ;  and  that  from  the  passage  of  this  act  all  duties  on  imports 
shall  be  paid  in  gold  coin. 

These  United  States  Government  bond  notes  are  redeemable  in  gold 
coin  at  the  bank  of  issue  and  not  by  the  Government,  for  the  following 
reasons: 

First.  G^ie  Government  should  not  be  responsible  for  them  beyond 
the  proper  custody  of  the  bonds  securing  them. 

Second.  These  notes,  constituting  the  great  bulk  of  our  pax>er  money, 
should  be  good  enough  to  pass  for  their  face  around  the  entire  globe, 
and  this  could  only  be  possible  by  making  them  redeemable  in  gold, 
the  accepted  money  ot  the  world. 

Third.  They  should  be  redeemable  only  over  the  counter  of  the  bank 
of  issue,  because  they  are  as  good  as  gold,  being  secured  by  the  gold 
obligations  of  the  Government;  and  the  expense  and  trouble  of  Gov- 
ernment redemption  would,  therefore,  be  unnecessary. 

Sec.  5.  That  at  the  same  time  that  said  corporation  shall  deposit  United  States 
Government  bonds  as  aforesaid  it  shall  also  deposit  with  the  United  States  Govern- 
ment United  States  legal-tender  notes  or  gold  certificates^  or  both,  of  such  an 
amount  that  it,  together  with  the  gold  eaid  corporation  has  on  baud,  will  equal  15 
per  cent  of  its  deposits;  and  the  United  States  Government  shall  deliver  to  said  cor- 
poration gold  coin  in  lieu  of  said  legal-tender  notes  and  said  gold  certificates.  Said 
corporation  shall  also  depoHit  at  the  same  time,  with  the  Unit^  States,  United  States 
Treasury  notes  or  United  States  silver  certificates,  or  both,  which,  with  the  silver 
coin  then  held  by  said  corporation,  shall  amount  to  10  per  cent  of  its  deposits,  and 
the  United  States  Govemment  shall  deliver  to  said  corporation  in  lieu  thereof  silver 
coin  of  an  equal  amount;  and  said  legal-tender  notes,  gold  certificates,  Treasury 
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noteSi  and  silver  oertiAoates  shall  be  thereupon  canceled.  Said  corporation  shall 
thereafter  keep  as  a  reserve  25  per  cent  of  its  deposits  in  the  following  kinds  of 
moueyy  gold  and  silver:  At  least  60  per  cent  of  said  reserve  shall  be  in  gold  coin, 
and  the  remaining  40  per  cent  of  said  reserve  may  be  in  silver  coin :  P?'<wided,  haw- 
*  eteVf  That  in  lieu  of  one-half  of  sach  coin  reserve  deposits  in  reser\'^e  cities  subject 
to  check  may  be  held. 

PAPBE  MONEY. 

The  purpose  of  this  section  is  to  convert  all  onr  paper  money  into  gold 
and  silver  reserves  of  the  banks  or  put  it  into  circulation,  so  that  here- 
after all  the  lawful  reserves  of  our  banks  shall  be  metal,  gold  and  silver. 
The  gold  certificates  and  greenbacks  are  taken  up  and  canceled,  and 
gold  paid  out  in  exchange  for  them. 

The  Treasury  notes  and  the  silver  certificates,  so  far  as  they  may  be 
required  for  the  purpose  of  bank  reserves,  are  also  to  be  redeemed  with 
the  silver  now  securing  them  and  the  notes  and  certificates  canceled. 

Kow,  If  all  national  oanks.  or  a  sufficient  number  of  State  banks  to 
make  the  total  capital  equal  to  the  present  capital  of  the  national 
banks,  should  organize  under  this  law  the  result  would  be  as  follows : 

First.  With  regard  to  the  gold  reserve  in  the  banks,  the  following 
tabulated  statement  will  show  the  various  financial  changes  and  the 
result: 

Capital  of  national  banks $657,186,496.66 

Deposits  of  all  reserve  cities 1,078,766,776.00 

Reserve  of  25  per  cent  held  against  them 269,691,694.00 

Deposits  ontside  reserve  cities 910, 533, 553. 00 

Reserve  of  15  per  cent  held  against  them 136,580,032.00 

The  total  reserve  will  then  be 406,271,726.00 

Sixty  per  cent,  or  the  gold  reserve,  wonld  be 243, 763, 085. 60 

Gold  now  held  by  national  banks 167,000,000.00 

Amount  to  be  taken  from  gold  on  hand,  or  to  be  raised  by  tax 
on  imports 76,763,035.60 

Forty  per  cent,  or  the  silver  reserve 162,508,689.40 

Treasury  notes 136,000,000.00 

The  reserve  will  exceed  amount  of  Treasury  notes 26j  508, 689. 40 

Hence  all  Treasury  notes  will  be  canceled  in  making  up  the  bank 
reserves. 

Amount  of  cash  in  Treasury $260,000,000.00 

Amount  of  greenbacks  in  Treasury  to  be  canceled  now 78, 000, 000. 00 

Leaviuf^  balance  of  cash 182,000,000.00 

Deduct  sufficient  balance  to  carry  on  business 30, 000, 000. 00 

And  we  have  a  net  balance  of 152,000,000.00 

The  amount  of  greenbacks  not  yet  canceled 346,000,000.00 

The  amount  supposed  to  be  lost  or  destroyed $46, 000, 000. 00 

The  amount  now  in  Treasury  to  be  canceled  and 
destroyed 78,000,000.00 

The  amount  of  cash  balance  to  be  applied  after  con- 
version into  gold  through  the  duties  on  imports 

under  this  act,  payable  in  gold 153,000,000.00 

277,000,000.00 

Leaving  balance  to  be  retired  from  sale  of  bonds  or  revenue. .      69, 000, 000. 00 

This  amount  will  more  than  be  provided  for  within  the  next  year  at 
the  present  rate  of  redemption. 
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Second.  With  regard  to  the  silver  reserve  of  the  national  banks — 

The  amonnt  required,  as  above  stated,  would  be $162, 508, 689. 40 

There  are  in  the  United  States  Treasury,  in  round 

numbers/lYeasnry  notes $30,000,000.00  ( 

There  is  now  in  the  national  banks  silver  or  silver 

certificates 30,000,000.00 

60,000,000.00 

Leaving  a  balance  of  silver  reserve  t,o  be  raised 102, 508, 689. 40 

CANCELLATION  OF  TBEASIUY  NOTES. 

But  the  amount  of  Treasury  notes  now  outstanding  is  $102,357,636, 
all  of  which  will  be  taken  up  and  canceled  to  obtain  the  above  reserve. 
In  other  words,  all  the  Treasury  notes  will  have  been  canceled  as  well  as 
the  greenbacks,  and  the  Government  will  have  no  demand  obligations 
out  but  the  silver  certificates,  which,  after  a  given  date,  are  to  be  can- 
celed as  fast  as  received  and  the  silver  coin  securing  them  issued  in 
their  stead.  Thus  the  Government  will  have  gone  out  of  the  banking 
business,  all  its  demand  obligations  having  l^en  converted  into  coin 
reserves  of  the  banks,  or  put  into  circulation  among  the  people,  and  its 
guaranty  taken  from  the  bank  notes. 

Sec.  6.  That  any  corporation  organized  nnder  this  act  may,  with  the  permission  and 
nnder  the  supervision  and  control  of  the  Board  of  Finance,  issue  its  own  circulation, 
which  shall  be  furnished  by  the  United  States  Government  and  bo  known  us  United 
States  national-bank  notes.  Said  United  States  national-bank  notes  shall  bo  issued 
in  denominations  of  $5  and  multiples  thereof,  and  may  be  issued  only  in  the  follow- 
ing manner  and  upon  the  following  conditions : 

First.  Every  bank  issuing  United  States  national-bank  notes  shaU  at  all  times 
maintain  against  the  amonnt  of  such  notes  outstanding  a  reserve  corresponding  to 
that  required  ac^ainst  its  deposits. 

Si^cond.  Any  bank  that  has  complied  with  the  law  may,  with  the  consent  and  under 
the^ontrol  of  the  Board  of  Finance,  issue  an  amount  of  United  States  national-bank 
notes  equal  to  20  per  cent,  or  one-fifth,  of  its  paid-up  and  unimpaired  capital,  and 
shall  pay  upon  such  an  amount  thereof,  as  may  be  at  any  time  outstanding,  a  tax  at 
the  rate  of  one-half  of  1  per  cent  per  annum. 

Third.  Said  bank  may  issue  a  second  amount  of  notes  equal  to  20  per  cent,  or  one- 
fifth  of  its  paid-up  and  unimpaired  capital,  and  shall  pay  upon  such  an  amount 
thereof  as  may  be  at  any  time  outstanding  a  tax  at  the  rate  of  1  per  cent  per  annum. 

Fourth.  Said  bank  may  issue  a  third  amount  of  notes  equal  to  20  per  cent,  or  one- 
fifth  of  its  paid-up  and  unimpaired  capital,  and  shall  pay  upon  such  an  amount 
thereof  as  may  be  at  any  time  outstanding  a  tax  at  the  rate  of  2  per  cent  per  annum. 

Fifth.  Said  bank  may  issue  a  fourth  amount  of  notes  equal  to  20  per  cent,  or  one- 
fifth  of  its  paid-up  and  unimpaired  capital,  and  shall  pay  upon  such  an  amount 
thereof  as  may  be  at  any  time  outstanding  a  tax  at  the  rate  of  4  per  cent  per  annum. 

Sixth.  Said  bank  may  issue  a  fifth  amount  of  notes  •equal  to  20  per  cent,  or  one- 
fifth  of  its  paid-up  and  unimpaired  capital,  and  shall  pay  upon  such  an  amount 
thereof  as  may  be  at  anytime  outstanding  a  tax  at  the  rate  of  6  per  cent  per  annum. 

So  much  detailed  information  lias  already  been  adduced  showing,  in 
the  c^tses  of  Germany,  France,  England,  Ireland,  Scotland,  and 
Canaaa,  that  such  a  currency  has  always  proved  a  safeguard  against 
panics  and  money  famines,  and  that  it  has  invariably  proved  safe,  that 
I  shall  only  speak  here  of  its  adaptation  to  our  condition  and  needs, 
and  the  advantages  that  must  grow  out  of  its  adoption  by  us. 

CONDITION  AND  NEEDS. 

First.  As  to  our  condition  and  needs,  it  is  to  be  ob&erved  that  a 
comparison  of  our  domain,  commerce,  and  population  with  those  of  the 
countries  mentioned  clearly  establishes  the  fact  that,  if  an  elastic  cur- 
rency has  proved  of  an  inestimable  advantage  to  them,  it  would  be  of 
a  still  greater  benefit  to  us.    For,  owing  to  our  immense  products  at 
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great  distances  from  our  financial  centers,  it  becomes  absolutely  neces- 
sary that  the  local  banks  provide  money  by  expressing  bills  of  lading 
and  the  notes  of  our  merchants  and  farmers  to  the  great  commercial 
centers  and  borrowing  money  upon  them,  ship  it  out  to  the  various  sec- 
tions thousands  of  miles  away,  and  when  our  crops  and  products  are 
marketed,  ship  the  money  back  to  the  far  off  centers  and  express  the 
notes  and  other  collateral  home  again.  What  we  do  In  this  line  of 
business  is  without  a  parallel  anywhere  in  the  civilized  world. 

Lingering  prejudice  may  breed  i)ernicious  susi>icions,  but  experience, 
common  sense,  and  reason  plainly  point  the  way. 

Second.  What  advantages  will  necessarily  follow  the  adoption  of 
this  system  in  this  country  may  be  more  clearly  seen  by  some  concrete 
illustration.  Choose,  if  you  will,  the  city  of  New  Orleans,  the  cotton 
center  of  the  South;  or  Kansas  City,  handling  the  varied  crops  of  the 
central  West;  or  Fargo,  lying  in  the  lap  of  our  greatest  wheat  region 
in  the  central  North;  or  Seattle,  struggling  with  the  diversed  products 
of  the  great  Northwest;  or  Los  Angeles,  unable  to  handle  the  golden 
fruits  of  soathern  California  for  the  want  of  an  adequate  currency; 
and  what  is  true  of  these  greater  centers  is  equally  true  of  every  com- 
munity having  banking  facilities  throughout  the  entire  length  and 
breadth  of  our  country.  Certainly  it  will  not  be  denied  that  the  notes 
and  bills  of  lading  in  the  banks  of  New  Orleans,  or  any  other  city,  are 
just  as  good  security  there  for  the  redemption  of  any  notes  the  banks 
themselves  may  issue  as  they  are  tied  up  in  bundles  and  held  in  New 
York  City  for  the  security  of  the  currency  that  may  be  shipped  South, 
The  amount  of  money  used  in  either  case  would  be  the  same;  the 
amount  of  security  the  same. 

Then,  what  is  the  difference  If  Let  us  see.  A  New  Orleans  bank  which 
has  a  capital  of  $200,000  ties  up  in  a  bundle  $125,000,  or  perhaps 
$150,000,  of  its  best  notes  and  ships  them  to  its  New  York  correspondent, 
and  borrows,  if  perchance  there  is  no  panic  on,  $100,000  of  money, 
paying  on  an  average  about  0  per  cent  per  annum  for  it,  and  loans  it 
out  to  move  the  cotton  crop  in  its  section.  As  it  must  pay  the  express 
two  ways  on  the  $150,000  of  discounts  or  notes  and  the  express  two 
ways  on  the  $100,000  borrowed,  the  producers  of  the  South  must  pay 
anywhere  from  8  to  10  per  cent  for  the  money,  and  should  do  so  con- 
sidering the  risks  and  what  it  costs  the  bank,  for  we  must  remember 
that  the  banking  business  pays  no  great  return  upon  the  capital  engaged 
in  it.  The  report  of  the  Comptroller  of  the  Currency  shows  that  the 
average  earnings  of  all  the  national  banks  of  the  United  States  was 
only  5.21  per  cent  for  the  year  ending  September  1, 1895,  which  is  a  low 
rate  considering  the  rijsks  involved. 

NATIONAL  BANKS  NOT  FAVOEBD   INSTITUTIONS. 

Some  of  our  people  seem  to  think  that  national  banks  are  favored 
institutions.  That  this  is  a  mistaken  idea  and  that  its  advantages,  if 
any^  are  ox>en  to  all  of  our  people  alike,  let  me  call  your  attention  to 
the  following  facts: 

First.  If  the  national  banks  are  specially  favored,  why  do  not  the 
several  thousand  trust  companies.  State  banks,  and  private  banking 
firms  organize  at  once  under  that  law? 

Second.  No  one  who  is  a  conservative  adviser  ever  suggests  national- 
bank  stock  to  the  widow  or  aged,  or  those  with  limited  means,  because 
the  risk  in  holding  it  is  so  great. 
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Third.  The  shares  are  only  $100  each,  so  that  any  frugal  person  may 
iavest  in  the  stock  of  a  national  bank  if  he  desires  to  do  so. 

Fourth.  We  must  not  forget  that  if  banking  under  a  national-bank 
charter  was  so  much  more  profitable  than  any  other  business,  men  of 
means  stand  ready  at  all  times  to  engage  in  it,  bringing  the  profits 
down  to  or  below  the  level  of  all  other  investments. 

This  suspicion  or  misapprehension  that  the  Government  is  extending 
through  the  national  banks  to  someone  something  that  everybody  else 
can  not  get  has  given  birth  to  a  kind  of  prejudice — the  child  of  igno- 
rance— excited  an  unwarranted  jealousy,  and  developed  a  groundless 
opposition  in  some  localities  to  a  system  that  has  raised  the  standard 
of  banking  in  this  country  and  provided  the  American  people  with  a 
currency  as  sound  as  any  in  the  world,  and  calling  for  the  admiration 
of  all  civilized  nations. 

]N'ow,  recurring  to  the  special  matter  in  hand,  let  us  suppose  that 
this  same  Kew  Orleans  bank,  with  its  9200,000  capital,  was  organized 
under  this  bill.  What  could  it  have  done  under  the  section  now  being 
discussed? 

The  bank  need  not  tie  up  and  ship  away  $150,000  of  its  best  securi- 
ties, but  keeping  them  in  its  own  safe  issue  $100,000  of  its  own  notes, 
as  follows : 

First.  It  would  issue  the  money  just  as  it  needed  it,  and  no  faster, 
and  therefore  no  part  of  it  would  ever  be  idle  and  a  source  of  expense. 

December  1, 1895,  issued  20  per  cent,  or  one-fifth  of  capital,  $200,000  (tax  one- 
half  of  1  percent) $40,000 

December  15, 1895,  iasued  20  per  cent,  or  one-fifth  of  capital,  $200,000  (tax 

1  per  cent) 40,000 

January  1, 1896,  issued  only  10  per  cent,  or  one-tenth  of  capital,  $200,000  (tax 

2  per  cent),... 20,000 

100,000 

Certainly  long  before  the  1st  day  of  July,  1896,  the  crops  will  have 
been  disposed  of  and  these  notes  retired,  the  money  having  cost  the 
bank  one-fourth  of  1  per  cent  for  the  first  $40,000;  one-half  of  1  per 
cent  for  the  second  $40,000,  and  1  x>^r  cent  for  t^e  $20,000;  or  an 
average  cost  to  the  banker  of  one-half  of  1  per  cent  for  the  six  months 
the  money  was  out. 

$40,000  for  six  months  at  one-fourth  of  1  per  cent $100 

$40,000  for  six  months  at  one-half  of  1  per  cent 200 

$20,000  for  six  months  at  1  percent 200 

Making  a  total  of 500 

Or  one-half  of  1  per  cent  on  $100,000  for  six  months  against  3^  per 
cent,  at  least,  in  the  former  instance  for  the  same  length  of  time. 

Will  it  be  necessary  to  state  that  this  di£ference  of  3  per  cent  in  the 
two  instances  will,  every  penny  of  it,  amounting  to  $3,000,  come  out 
of  the  merchants,  farmers,  or  producers,  and  practically  all  of  it  out  of 
the  farmers  or  producers? 

Will  anyone  seriously  urge  that  any  portion  of  this  heavy  charge  will 
be  borne  by  the  bankers?  Nor  will  anyone  at  all  familiar  with  the  laws 
of  trade  doubt  that  the  people — farmers  and  producers — will  ultimately 
get  every  farthing  of  the  advantage  gained,  for  competition  would  very 
soon  bring  the  bankers'  share  of  profit  to  a  fixed  limit,  not  varying 
much  from  its  present  margin,  thus  saving  to  the  people,  the  produc^ers 
of  our  country — ^farmers  and  laborers — anywhere  from  1  to  5  per  cent 
X>er  annum  upon  the  capital  borrowed  to  carry  on  the  commerce  of  the 
country. 


FINANCIAL   AND   BANKING   SITUATION,  127 

The  value  of  oar  finished  product,  it  will  be  remembered,  uow  annually 
exceeds  $12^000,000,000. 

EDWABD  ATKINSON'S  ESTIMATES. 

'Mr,  Edward  Atkinson,  the  statistician,  has  estimated  that  the  trans- 
formation from  the  nnmined  coal  and  iron,  the  unbroken  forest  and  the 
fallow  fields  to  the  homes  in  which  we  live,  the  things  we  wear  and 
those  we  eat,  there  are  at  least  three  transfers  of  this  vast  property, 
or  $36,000,000,000  passing  from  man  to  man.  Is  it  not  reasonable  to 
suppose  that  at  least  two-thirds  of  this  amount  is  handled  with  bor- 
rowed capital?  If  so,  even  if  the  loans  run  but  sixty  days  and  1  per 
cent  can  be  saved  on  this  two-thirds,  or  $24,000,000,000,  the  people — 
the  producers — will  be  the  gainers  by  $240,000,000  every  year,  or  more 
than  all  the  greenbacks  now  outside  the  United  States  Treasury.  Shall 
we  not  cancel  them  if  we  can  more  than  make  up  for  them  in  every 
succeeding  year,  to  say  nothing  of  the  frightful  loss  they  are  entailing 
upon  the  country  every  month,  and  the  danger  to  which  the  Govern- 
ment is  subjected  because  of  them? 

Let  the  reader  estimate  what  the  gain  to  the  producers  would  be  if 
the  loans  on  this  $24,000,000,000  ran  six  months !  What  if  they  ran  for 
each  current  month  in  the  year,  just  three  and  six  times,  respectively, 
the  amount  saved  every  sixty  days. 

It  is  not  a  mere  fetich  to  hang  on  to  them,  deceived  by  the  hallucina- 
tion that  the  Government  can  make  something  out  of  nothing,  when  it 
has  been  proved  in  this  case,  as  in  all  others,  that  mistakes  and  false- 
hoods only  lead  to  misfortune  and  disaster?  If  the  experience  of  all 
other  great  commercial  nations  added  to  this  fatal  delusion  is  not  con- 
vincing enough  to  determine  our  action  now,  we  shall  simply  have  to 
wait  to  be  taught  by  more  bitter  lessons  still,  and  more  crushing  dis- 
asters, what  has  already  been  demonstrated  beyond  the  shadow  of  a 
doubt. 

EQUALIZATION  OP  BATES  OF  INTEREST. 

Under  the  operation  of  this  provision  of  the  bill  there  is  still  another 
object  to  be  attained  that  is  founded  in  justice  and  conserves  the  wel- 
fare of  the  people  in  all  portions  of  our  country  alike.  It  is  the  equal- 
ization of  the  rates  of  interest  in  every  section  of  the  land,  from  JSTiagara 
Falls  to  the  Gulf,  from  Gape  God  to  the  Golden  Gate.  Wherever  there 
is  banking  capital,  a  demand  for  money,  and  an  equally  abundant  sup- 
ply of  equally  good  commercial  two-name  thirty,  sixty,  and  ninety  day 
paper,  there  the  rates  should  and  will  be  practically  the  same. 

Bates  of  interest  wiU  not  then  be,  as  now,  particularly  low  in  one 
locality,  because  there  is  considerable  wealth  in  the  form  of  money  and 
securities,  and  particularly  high  in  another,  notwithstanding  there  is 
abundant  wealth  in  the  form  of  cotton,  corn,  cattle,  wheat,  and  the 
various  other  products  of  the  earth  simply  because  it  awaits  a  better 
day  for  disposition  or  sale.  The  question  will  not  then  be  so  much 
whether  it  is  stocks  and  bonds  on  the  one  hand  and  cotton  and  com  on 
tbe  other  as  whether  it  is  good  liquid  wealth  in  some  form, cattle,  hogs, 
corn,  cotton,  and  wheat  being  regarded  as  good  wealth,  as  quick  assets 
if  only  the  banks  have  the  facilities  for  carrying  them, 

TAX  UPON  CIBCULATION. 

It  will  be  observed  that  the  tax  imposed  upon  tbe  circulation  is  an 
increasing  graduation.    The  object  is  to  give  it  a  repressive  effect  just 
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in  proportion  as  the  expansion  increases  under  the  varjring  pressure 
from  the  crop  movement  to  the  demands  of  an  acute  and  general  panic. 

The  same  principle  is  illustrated  in  the  5  per  cent  tax  imposed  upon 
the  credit  circulation  of  the  German  banks  whenever  it  passes  a  certain 
limit. 

It  is  also  illustrated  in  the  operations  of  the  clearing  houses  of  "New 
York,  where  they  charge  6  per  cent  upon  clearing-house  certificates,  and  ^ 
in  Boston,  where  they  charge  7  per  cent  upon  them,  contideut  in  all  these 
instances  that  the  tax  will  compel  the  retirement  of  the  issues.  So  far 
this  system  has  worked  i>crfect]y,  the  retirement  of  the  circulation  fol- 
lowing quickly  upon  the  disappearance  of  the  cause. 

Sbc.  7.  That  aU  taxes  so  paid  to  the  Government  upon  said  United  States  national- 
bank  notes  shall  be  set  aside  and  held  by  the  Government  as  a  guarantee  fund 
exclusively  for  the  redemption :  First,  of  the  United  States  Government  bond  notes; 
second,  for  the  United  States  national-bank  notes,  in  the  event  of  the  liquidation  of 
any  bank  organized  under  this  law:  Provided,  however,  That  whenever  said  ''guar- 
antee fund"  shall  exceed  5  i>er  cent  of  both  the  United  States  Government  bond 
notes  and  the  United  States  national-bank  notes,  such  excess  shall  belong  to  the 
United  States  Government  and  may  be  used  by  it  to  defray  its  general  expenses. 

It  is  to  be  observed  in  this  connection  that  if  there  had  been  no  United 
States  bonds  deposited  to  secure  national-bank  notes  from  1864  down  to 
1894  the  loss  to  note  holders  could  not  have  exceeded  $1,139,253,  and  of 
this  amount  $958,247  were  still  unclosed  accounts  at  the  time  of  the  state- 
ment. I  am  informed  by  Hon.  James  H.  Eckels,  Comptroller  of  the 
Ourrency,  that  a  guarantee  fund  of  one-quarter  of  1  per  cent  per  annum 
during  the  past  thirt}^  yeara  would  have  protected  all  note  holders. 
Certainly  5  per  cent  will  cover  the  remotest  possibility  of  loss,  and  then 
the  income  will  be  covered  into  the  Treasury  for  general  expenses  until 
the  ftind  is  reduced  below  6  per  cent,  when  the  tax  will  again  be  turned  ^ 
to  the  guarantee  fund  account,  bringing  it  up  to  the  required  amount, 
I  think  no  one  will  doubt  that  the  provisions  of  this  bill  will  produce 
more  than  enough  to  cover  the  one-quarter  of  1  per  cent  that  the  experi- 
ence of  our  national  banks  for  thirty  years  has  shown  to  be  sufficient 
for  all  losses,  even  if  there  had  not  been  one  dollar  of  security  deposited 
to  protect  them. 

Sec.  8.  That  the  Board  of  Finance  shall  divide  the  United  States  into  clearing- 
house or  reserve-city  districts,  and  each  corporation  shall  belong  distinctly  to  some 
one  district,  and  the  number  of  such  district  shaU  be  plainly  and  prominently  printed 
upon  the  said  United  States  national-bank  notes  issued  bv  the  banks  locatod  uierein. 
llie  several  banks  of  each  district  upon  receiving  United  States  national-bank  notes 
belonging  to  any  other  district  shall  forward  the  same  to  a  reserve  city^  which  shall 
return  them  to  the  district  to  which  they  belong. 

CONSTANT  REDEMPTION  OF  BANK  NOTES. 

The  object  of  the  foregoing  section  is  to  insure  the  constant  redemp- 
tion of  the  United  States  national-bank  notes,  to  materially  strengthen 
our  banking  system,  and  becomes  essential  for  the  following  reasons: 

First.  Our  individual  banking  system  does  not  in  itself  give  us  the 
same  facilities  for  forcing  current  redemption  that  large  banks  with 
branches  in  all  parts  of  the  country  would. 

Second.  This  system  of  districts  will  draw  the  normal  money — gold,        ^ 
silver,  and  United  States  Government  bond  notes — to  the  redemption 
or  clearing-house  centers  and  keep  it  better  distributed  throughout  the 
year. 

Third.  The  tendency  will  be  to  keep  the  credit  money  at  home,  so 
that  it  can  be  retired  whenever  the  bank  issuing  it  desires  to  do  so, 
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and  thereby  save  the  tax  when  there  is  no  farther  nse  of  the  money  in 
circulation. 

Fourth.  This  system  will  enable  every  district  of  the  United  States 
to  furnish  whatever  credit  money  it  needs  by  sending  all  credit  notes 
from  other  districts  home  and  putting  out  its  own,  and  thereby  save  all 
the  profit  on  circulation  in  each  district  to  the  district  itself. 

Fifth.  But  the  most  important  and  far-reaching  effect  of  this  provi- 
sion is  the  advantage  and  protection  it  gives  to  every  bank  belonging 
to  a  clearing-house  district. 

It  is  important  to  observe  and  remember  that  every  bank  belonging 
to  a  clearing-house  district  is  individually  as  strong  as  the  combined 
capital  of  all  the  banks  included  in  the  district;  and  it  is  not  at  all 
likely  tbat  there  would  be  a  clearing-house  district  with  a  capital  less 
than  $25,000,000,  and  probably  none  less  than  $50,000,000,  while  the 
large  cities  would  be  many  times  stronger  than  that,  even. 

This  plan  would  give  us  all  the  power  of  the  most  perfect  centralized 
system  of  banking  in  the  world,  with  all  the  advantages  of  individaal 
banking  institutions.  In  fact,  I  am  of  the  opinion  that  in  power  and 
facility  it  would  surpass  any  system  now  in  operation.  While  it  would 
be  perfectly  independent  in  its  parts  and  responsive  to  the  demands  of 
every  locality,  it  would  be  free  from  the  caprice  and  discrimination  of 
a  management  hundreds  and,  perhaps,  thousands  of  miles  away. 

Sixth.  If  the  Scotch  banks  maintain  gold  payments  by  keeping  only 
5  or  6  per  cent  gold  reserve,  can  any  one  doubt  for  a  moment  that  these 
clearing-house  districts  and  every  bank  in  them  would  have  any  diffi- 
culty in  maintaining  gold  payments  with  a  gold  reserve  of  15  per  cent? 
There  can  be  no  question  about  it,  for  everyone  all  over  the  United 
States  would  then  ieel  about  every  bank  under  this  system  as  the  peo- 
ple now  do  about  any  of  the  banks  in  the  New  York  or  Boston  clearing 
houses,  viz,  that  they  can  not  fail .  Therefore  there  will  be  no  such  strain 
brought  against  the  reserves  as  might  otherwise  happen.  The  combined 
wealth  of  all  the  banks  in  auy  district  is  an  absolute  guaranty  of  every 
honestly  managed  institution  within  that  district. 

It  will  be  admitted,  I  think,  that  any  bank  belonging  to  a  clearing- 
house district  will  exercise  greater  caution  in  loaning  its  funds,  or  in 
issuing  its  notes,  than  it  would  were  it  not  a  member  of  some  district, 
for  it  must  realize  that  it  is  in  a  measure  under  the  surveillance  of  the 
associated  banks  and  can  not  afford  to  fall  under  any  suspicion  on 
account  of  ]>oor  management;  hence  the  moral  effect  must  necessarily 
be  to  improve  the  character  of  all  our  banking,  a  matter  that  is  always 
of  the  very  greatest  importance  to  the  commercial  world. 

Having  discussed  somewhat  in  detail  all  those  sections  of  the  bill 
that  per^in  to  the  organization  and  operation  of  the  banks  under  its 
provisions,  it  becomes  pertinent  to  inquire  what  the  inducements  are 
for  a  bank  to  organize  under  this  act. 

INDUCEMENTS  TO   BANKS  TO   REOUGANIZE. 

First  It  will  do  so  because  of  the  protection  and  moral  support  of  a 
clearing-house  district,  which  can  only  be  appreciated  by  institutions 
which  have  participated  in  its  benefits  in  most  trying  times. 

Second.  The  power  to  issue  its  circulation  without  delay  or  trouble  to 
the  extent  needed,  and  at  a  cost  of  only  1  or  2  i)er  cent,  in  normal  times 
when  othert^ise  the  money  would  cost  from  G  to  8  per  cent,  and  be 
accompanied  by  very  great  iucouveuieuce  and  often  much  annoyance. 

CUB 9 
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Third.  That  while  the  people  will  save  about  oue-half  their  present 
interest  on  the  national  debt,  or  more  than  $15,000,000  per  annum,  the 
banks  will  gain  in  freedom  from  various  burdens  now  imposed  amount- 
ing to  more  than  1  per  cent.  This  reduction  will  especially  benefit  the 
masses,  the  farmers,  and  the  producers  in  every  department  of  labor. 

Indeed,  the  sooner  the  American  people  learn  to  transfer  all  taxes 
from  money  engaged  in  banking  to  other  forms  of  wealth  which  they 
can  not  use,  the  cheaper  will  they  make  the  tools  with  which  commerce 
is  carried  on  and  the  shops  kept  in  motion.  The  earning  capacity  of 
labor  will  be  just  that  much  greater,  for  in  the  last  analysis  money  is 
the  real  tool  that  fells  the  trees  out  of  which  we  build  our  houses  and 
make  our  ftimiture,  mines  the  coal,  digs  the  ore,  spins  the  wool,  weaves 
the  cotton,  makes  our  garments,  and  prepares  our  food,  and  should  be 
made  as  cheap  as  possible,  so  that  labor  can  continue  to  get  a  greater 
and  greater  share  of  its  profits  until  a  perfect  adjustment  of  labor  and 
capital  Is  reached. 

Sec.  9.  That  the  United  States  uational-bauk  notes  sball  be  a  legal  tender  at  par 
between  all  national  banks,  and  tbe  same  shall  bo  redeemed  upon  presentation  nt 
the  bank  of  issue  in  gold,  silver,  or  United  States  Government  bond  notes:  Provided, 
howevei't  That  no  more  than  40  per  cent  thereof  shall  be  receivable  in  silver  coin. 

The  first  proposition  of  this  section  is  the  same  as  that  now  on  the 
statute  books  with  regard  to  our  present  bank  notes. 

The  object  of  making  these  United  States  national-bank  notes  redeem- 
able in  the  United  States  Government  bond  notes,  as  well  as  gold  and 
silver,  is  to  protect  the  metal  reserve  of  the  bank ;  and  yet,  since  the 
United  States  Government  bond  notes  are  themselves  redeemable  in 
gold  at  the  bank  of  issue,  it  amounts  to  a  metal  redemption. 

The  limitation  placed  upon  the  amount  of  silver  anyone  presenting 
notes  for  redemption  must  take,  is  to  equalize  its  distribution  and  insure 
a  predominance  of  gold  everywhere,  as  the  gold  must  carry  a  margin 
of  credit  in  the  silver. 

Sec.  10.  That  banks  may  bo  organized  under  this  act  with  a  capital  of  $20,000  or 
any  great>er  amount  in  multiples  of  $10,000;  but  no  bank  shall  be  organized  in  any 
reserve  city  with  a  less  capital  than  $100,000. 

There  are  many  localities  needing  the  accommodation  and  advantages 
of  a  bank  and  where  a  bank  of  less  capital  than  $50,000  might  do  well; 
but  there  is  not  sufficient  business  for  a  bank  with  $50,000  capital,  the 
present  minimum  limit. 

INDIVIDUAL   AND  NOT  A   CENTRALIZED   SYSTEM. 

Individual  banks  are  recommended  instead  of  branches,  since  our 
whole  system  is  an  individual  and  not  a  centralized  one. 

Sec.  11.  That  all  banks  organized  and  doing  business  under  this  net  outside  of 
the  reserve  cities  shall  keep  as  a  reserve.  15  per  cent  of  its  deposits,  and  60  per  cent 
of  said  reserve  shall  be  in  gold  coin,  and  40  per  cent  may  be  in  silver  coin:  Provided, 
however,  That  in  lieu  of  one-half  of  such  coin  reserve,  deposits  in  reserve  cities  sub- 
ject to  check  may  be  held. 

The  amount  of  the  reserve  here  required  is  the  same  as  that  now 
provided  for  in  the  case  of  banks  outside  of  clearing  house  cities,  and 
there  is  no  substantial  difference  in  the  amount  of  cash  balances  that 
may  be  held  in  reserve  cities. 

CURRENT  REDEMPTION. 

Sec.  12.  That  each  bank  organized  under  this  act  and  doing  business  outside  of  a 
cleariDg-honse  city  shall  select  some  national  bank  in  the  clearing  house  city  of  its 
own  district  throu^^h  which  it  shall  redeem  its  United  States  uatioual-bank  notes  iu 
gold,  silver,  or  United  States  Government-bond  notes. 
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This  section  is  to  facilitate  cnrrent  redemption  and  render  it  certain 
jbhat  any  bank  will  be  able  to  obtain  possession  of  its  notes  whenever 
it  wishes  to  retire  them  or  assist  a  holder  who  wishes  to  present  them 
for  redemption. 

FINAL  RETIEEMBNT  OF  PAPER  MONEY. 

Sec.  13.  That  the  United  States  Govemmeut  shall  not  pay  out  or  reissue  any 
United  States  legal-tender  notes  from  and  after  the  Ist  day  of  January,  1897,  but 
the  same,  when  received,  shall  be  canceled  and  destroyed;  and  further,  that  the 
United  States  Government  shall  not  pay  out  or  reissue  any  United  States  Treasury 
notes  or  silver  certificates  from  and  after  the  1st  day  of  July,  1897,  but  the  same 
shall  be  canceled  and  destroyed;  and  the  United  States  may  put  out  an  amount  of 
silver  coin  equal  to  the  Treasury  notes  and  silver  certificates  so  destroyed. 

This  section  provides  for  the  final  step  in  the  retirement  of  all  the 
paper  money  outstanding,  and  the  dates  are  postponed  ia  order  that 
a  practical  adjustment  shall  have  taken  place  before  canceling  the 
remaining  legal-tender  notes,  Treasury  notes,  and  silver  certificates 
not  required  in  providing  for  the  bank  reserves. 

Sec.  14.  That  in  the  event  of  the  liquidation  of  any  national  bank  organized  under 
this  act^  the  United  States  Government  shall  undertake  as  trnstee,  but  shall  not  be 
responsible  for  the  redemption  of  the  outstanding  notes ;  and  the  arssets  of  said  bank, 
including  the  assessment  upon  the  shareholders,  shall  be  distributed  in  the  following 
order : 

First.  SuflBcient  gold  coin,  or  its  equivalent,  shall  be  set  aside  and  held  by  the 
Qovernment  for  the  redemption  of  the  United  States  Government  bond  notes. 

Second.  Sufficient  Rold,  sliver,  and  United  States  Government  bond  notes  shall  be 
set  aside  and  held  by  the  Government  for  the  redemption  of  the  United  States 
national-bank  notes,  with  interest  thereon  at  the  rate  ot  6  per  cent  per  annum  from 
the  date  of  suspension  to  the  date  fixed  for  the  redemption  thereof. 

Third.  That  out  of  the  proceeds  of  the  United  States  Government  bonds  deposited 
with  it,  and  the  guarantee  fund  credited  as  aforesaid,  the  United  States  Government 
shall  refleem,  upon  presentation,  any  of  said  United  States  Government  bond  notes, 
or  said  United  Stat-es  national-bank  not«s,  reinibnrHing  itself  out  of  said  assets. 

Fourth.  The  assets  remaining;  shall  be  distributed  among  the  depositors  and  all 
others  having  claims  in  the  same  manner  as  now  provided  by  law. 

Sec.  15.  That  all  acts  or  parts  of  acts  inconsistent  with  the  foregoing  shall  be, 
and  the  same  are  hereby,  repealed. 

That  the  United  States  Government  should  not  become  responsible 
in  any  way  for  the  obligations  of  the  several  banks  there  can  be  no 
X)ossible  doubt.  However,  as  the  interests  of  our  country  demand 
uniformity  in  our  banking  system,  it  is  highly  important  that  the  Gov- 
ernment should  maintain  supervision  over  them  and  administer  the 
assets  in  the  event  of  failure,  thus  giving  assurance  to  note  holders 
and  depositors  alike. 

NOTES  A  PRIOR  LIEN   ON  ASSETS  OF  BANK. 

That  the  note  holders  should  have  a  prior  lien  upon  the  assets  of  the 
bank  in  accx)rdance  with  our  present  law  is  essential,  as  the  notes  leave 
the  immediate  neighborhood  of  the  bank  issuing  them.  The  fact  of  their 
being  a  prior  lien  upon  the  assets  of  the  bank  justifies  their  passing  cur- 
rent, because  the  people  know  they  are  safe  by  experience.  Again,  the 
note  holder  seldom  knows  the  officers  of  a  bank  as  the  depositor  does 
who  keeps  his  account  with  some  particular  bank  because  of  his  acquaint- 
ance with  the  management.  Then  the  depositors  of  banks  are  almost 
invariably  the  borrowers  of  the  bank  and  the  very  persons  who  first  get 
the  notes.  It  is  therefore  of  the  highest  importance  that  the  notes  be 
as  good  as  possible  in  order  that  one  may  borrow  money  at  the  lowest 
rate  of  interest  possible,  and  the  notes  remain  out  until  he  is  ready  to 
pay  off  his  loan,  for  the  better  the  notes  the  longer  will  they  remain  out 
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and  circulate;  indeed,  if  thej''  remain  unquestioned  the  tendency  would 
be  to  continue  to  circulate  until  called  in  by  the  bank  issuing  tbem. 

It  may  be  suggested  by  some  that  tbc  notes  should  not  be  a  prior 
lien  upon  the  assets  of  the  biinii,  because  that  gives  to  the  note  holder 
an  ail  vantage  over  the  depositor;  but  the  reasons  already  given  justify 
the  principle.  However,  there  is  still  another  reason  that  forecloses  all 
discussion  upon  the  question  as  a  matter  of  actual  practice,  and  that  is 
thisr  It  will  be  admitted  that  a  bank  will  not  issue  any  of  its  bank  "\ 
notes  unless  its  customers  need  the  money.  Now,  it  is  certain  that  if  a 
bank  can  not  issue  its  notes  it  will  bundle  up  a  good  margin  of  securi- 
ties and  send  them  to  its  correspondent  in  some  distant  city  and  get 
the  necessary  amount  of  currency,  giving  the  correspondent  bank  a 
first  lien  upon  all  the  securities  turned  over;  so  it  will  make  no  dilier- 
eiice  in  the  last  analysis  whether  it  issues  its  notes  or  borrows  the 
money.  The  currency  used  will  be  a  first  lien  upon  a  suflBcient  amount 
of  the  bank's  assets  to  insure  its  redemption.  The  position  of  the 
depositor  is  the  same  in  both  cases.  The  criticism  arises  irom  a  mere 
sentiment,  and  will  always  be  without  any  foundation  in  practice.  But, 
as  a  matter  of  advantage  to  the  borrowers  of  a  bank,  who  are  almost 
invariably  the  depositors,  in  commercial  banks  at  least,  and  as  a  matter 
of  justice,  considering  the  difference  in  the  relation  of  the  note  holder 
and  depositor  to  the  bank,  the  note  should  be  a  prior  lien  upon  the  assets. 

TiIAINTAlNING    GOLD   PAYMENTS. 

Now,  I  will  reply  to  the  gentleman  who  inquired  how  the  banks  are 
to  maintain  gold  payments  when  the  Government  finds  such  difficulty 
in  doing  so. 

The  difficulty  of  the  Government  arises  in  two  ways : 

First.  It  has  strained  its  credit  and  aroused  doubts  about  its  ability 
to  redeem  its  demand  obligations  in  gold,  thereby  creating  a  great 
demand  for  gold. 

Second.  It  can  only  get  the  gold  from  the  sale  of  bonds  which  are  to 
be  paid  off  by  taxing  the  people.  It  has  no  inflowing  stream  of  wealth 
measured  in  gold,  hence  our  Government  difficulties  and  dangers. 

The  banks  in  Scotland,  Ireland,  England,  Germany,  and  Canada  have 
no  difficulty  in  maintaining  gold  payments,  although  their  reserve  in 
gold  is  much  less  than  that  provided  for  in  our  reserves.  Now,  why  is 
this!  Jnat  because  every  note,  draft,  or  bill  of  exchange  signed  by  two 
or  more  makers  or  indorsers  are  payable  in  gold  or  its  equivalent  on 
demand,  or  in  thirty,  sixty,  or  ninety  days,  giving  everybody  absolute 
confidence,  and  no  one  ever  asks  for  gold  uuless  it  is  needed  for  some 
special  purpose. 

How  would  it  be  with  our  banks!  Ijet  us  sup|>ose  that  banks  having 
capital  equal  to  the  capital  of  our  national  banks  were  organized  under 
this  law,  and  the  act  were  in  force.  What  would  the  condition  be; 
what  the  result?  There  would  be  about  $600,000,000  of  free  gold, 
$600,000,000  of  free  silver,  and  $657,000,000  of  United  States  Govern- 
ment bond  notes  in  circulation  in  this  country. 

The  gold  and  silver  would  certainly  take  care  of  themselves,  as  they  _ 

are  both  legal  tender  and  i>erform  redemption  work,  ^ 

The  $657,000,000  United  States  Government  bond  notes,  being 
secured  by  United  States  Government  bonds,  themselves  payable  in 
gold,  would  never  be  presented  for  redemption  unless  the  holder  had 
some  special  use  for  gold,  such  as  shii^ment  abroad. 

To  put  the  strongest  possible  case  against  the  banks,  let  us  suppose 
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that  they  have  issued  the  nmximnm  amount  of  United  States  national- 
bank  notes  also^  viz,  $(]57,0O()^0O(),  au  amount  equal  to  the  capital,  iu 
addition  to  the  United  States  Goverunieut  bond  notes  outstanding, 
would  the  credit  of  the  banks  be  strained?    Let  us  see. 

First.  Let  us  remember  that  every  bank  is  a  member  of  a  clearinj^ 
house,  and,  therefore,  as  long  as  it  remains  in  good  standing,  as  strong 
as  all  the  banks  of  the  clearing-house  district  combined. 

Second.  Let  us  remember  that  on  Septeuiber  28, 1895,  the  capital  of 
all  the  national  banks  amounted  to  $657,135,498.65. 

For  the  purpose  of  a  test  case,  let  us  sujipose  that  every  national 
bank  issued  every  dollar  of  secured  and  credit  money  this  law  would 
allow — 

First.  United  States  Government  bond  notes $657, 135, 408. 65 

Second.  United  States  national-bank  notes 657, 135, 498. 65 

Tbe  total  paper  circnlation  would  be 1, 314, 270, 997. 30 

Which  would  be  a  first  lien  upon  the  entire  assets  the  banks  would 

then  have,  or 4,562,074,349.76 

As  tlie  total  assets  of  the  banks  on  September  28,  1895,  were 3, 423, 629, 343. 63 

They  would  be  increased  by  the  amount  of  the  proceeds  of 

the  bond  notes  and  bank  notes  issnetl  by  all  the  banks,  viz.  1, 138, 445, 006. 13 

Let  it  be  here  noted  that  these  banks  would  have,  approximately,  the 
following  among  their  assets : 

First.  United  States  Gevem men t  bonds $689,992,272.48 

-  ■  ■         '        ■    - 

Second.  Gold  or  balances  in  reserve — 

Reserve  against  deposits  ....      243, 763, 035. 60 
Reserve  against  bank  notes. .        78, 856, 259. 83 

Cities 322,629,295.43 

Third.  Silvrr  or  balances  in  reserve — 

Reserve  against  deposits 162, 508, 689. 40 

Reserve  against  bank  notes . .        52, 570, 839. 89 

Cities 215,079,529.29 

Fourth.  Stocks,  securities,  etc 195, 028, 085. 35 

Fifth.  Loans  and  discounts  on  demand,  or  running  thirtv,  sixty,  or 

ninety  days,  about \ 3,000,000,000.00 

All  taken  upon  a  gold  basis  and  measured  in  gold  values,  or  a  total 

amounting  to 4,227,601,097.10 

In  cash,  gold,  silver,  bank  balances,  and  available  assets  to  guaran- 
tee and  meet  when  presented 1, 314, 270, 997. 30 

Or  more  than  three  for  one. 

This  is  the  largest  possible  amount  that  could  ever  be  issued  under 
any  circumstances  with  our  present  banking  capital,  and  there  is  no 
probability  that  the  circulation  would  ever  reach  two-thirds  of  it. 

But  if  the  last  dollar  were  issued,  everyone  must  know  that  these 
bond  notes  and  bank  notes  are  safe,  Ijejond  a  perad venture. 

Compare  this  situation  with  that  of  our  Government,  which  main- 
tains the  paltry  reserve  of  $100,000,000  to  meet  demand  obligations 
amounting  to  eight  times  that  sum,  or  $800,000,000,  and  decide  for 
yonrself  which  is  the  sounder  financial  i)ropositi()n,  and  whether  the 
banks  or  the  General  Government  can  more  easily  maintain  gold 
redemption,  and  iu  which  there  is  the  greater  risk  to  our  commercial 
interests  and  national  honor. 

The  one  is  a  natural  and  automatic  redemption  effected  by  the  cur- 
rent exchange  of  property  and  titles  to  property,  all  measured  in  gold ; 
while  the  other  is  unnatural  and  mechanical  and  wholly  dependent  upon 
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the  political  caprice  of  any  Administration  that  may  be  compelled  to 
buy  its  credit  over  and  over  again  by  borrowing  as  the  successive  waves 
of  doubt  sweep  over  us. 

LOUISIANA'S  SUCCESSFUL  SYSTEM. 

Can  anyone  have  a  shadow  of  a  doubt  about  the  ability  of  the  banks  ^ 
to  maintain  gold  redemption  just  as  easily  in  this  country  as  it  is  done 
in  Germany,  England,  Ireland,  Scotland,  and  Canada  today,  and  as  was 
done  through  the  Suffolk  system  at  Boston  before  it  was  succeeded  by 
our  national  system,  or  as  was  done  in  Louisiana  up  to  the  very  capture 
of  New  Orleans  during  the  war!  Under  that  law  Louisiana  became,  in 
1860,  the  fourth  State  in  the  Union  in  point  of  banking  capital  and 
second  in  point  of  specie  holdings.  There  was  no  security  pledged  for 
the  circulating  notes,  but  not  a  single  bank  in  Louisiana  suspended  dur- 
ing the  panic  of  1857. 

Having  passed  over  the  several  sections  of  this  bill,  pointing  out 
their  objects  and  effects,  one  question,  and  the  final  one,  most  naturally 
presents  itself  at  the  conclusion ;  and  that  is,  in  what  way,  if  any,  will 
the  operation  of  the  bill  affect  the  amount  of  circulation  now  outstand- 
ing!   Will  it  expand  or  contract  it! 

The  total  amount  of  money  of  all  kinds  in  circulation  at  the  end  of 
the  last  fiscal  year,  June  30, 1895,  was  $1,604,131,968.  The  amount  of 
gold  now  estimated  to  be  in  the  country  and  which  would  then  be  in 
circulation  is  about  $600,000,000;  the  amount  of  silver  now  estimated 
in  the  country  and  which  would  then  be  in  circulation,  $600,000,000. 
Should  the  United  States  Government  bond  notes  taken  out  be  just 
equal  to  the  present  national-bank  capital  there  would  be  an  expansion  ^ 

of  $257,000,000. 

However,  it  is  not  reasonable  to  expect  thab  all  the  national  banks 
in  our  great  cities  would  take  out  the  circulation,  as  their  deposits  are 
so  large  that  they  would  not  need  it.  Were  the  circulation  increased 
or  diminished,  a  perfect  adjustment  would  be  found  in  the  bank  notes, 
which  would  always  automatically  respond  to  the  ever- varying  condi- 
tions of  every  locality  of  odr  great  country. 

It  is  therefore  apparent  that  the  change  would  be  completely  effected 
within  a  very  short  time,  and  with  only  the  most  wholesome  influence 
npon  the  public  mind,  and  absolutely  without  interfering  with  the  busi- 
ness interests  anywhere,  and  as  one  banker  wrote  the  other  day,  "We 
would  then  have  a  banking  system  superior  even  to  that  of  Canada, 
which  I  now  regard  as  the  most  perfect  in  the  world.'' 

To  review  the  result  in  a  word : 

RESULTS  PROMISED. 

First.  Our  banking  business  would  be  taken  out  of  politics. 

Second.  Our  Government  would  be  taken  out  of  the  banking  business. 

Third.  We  would  be  saving  the  difference  between  2  j)er  cent  and  4 
and  5  per  cent  on  our  debt,  or  more  than  $15,000,000  annually. 

Fourth.  Hundreds  of  millions  of  dollars  would  come  here  for  invest-  ^ 

ment  and  vast  sums  now  being  withdrawn  would  remain,  because  there 
could  be  no  fear  then  as  now  among  foreign  capitalists  that  they  might 
get  only  50  cents  for  each  dollar  they  now  have  invested  here.* 

Fifth.  The  great  bulk  of  our  paper  money  would  be  good  enough  to 
travel  around  the  entire  world  side  by  side  witl.  the  Bank  of  England 
note. 

Sixth.  The  entire  reserves  of  our  banks  would  be  gold  and  silver. 
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Seventh.  A  vast  amount  of  gold  and  silver,  taking  the  place  of  our 
smaller  bills,  would  circulate  among  our  people  with  a  most  salutary 
effect. 

Eighth.  Our  smaller  villages  and  more  remote  places  would  have  the 
advantage  of  banking  privileges. 

Ninth.  Instead  of  our  eight  different  kinds  of  money  we  would  have 
but  two  besides  gold  and  silver. 

Tenth.  What  is  most  important,  there  would  be  a  lowering  and 
equalization  of  the  rates  of  interest  in  the  difiterent  parts  of  the  United 
States. 

Eleventh.  The  people  of  every  locality  would  be  blessed  with  an 
elastic  currency  based  upon  their  own  wealth. 

Twelfth.  Panics  would  be  checked  and  currency  famines  would  be 
unknown. 

Thirteenth.  Our  financial  evils  would  be  removed,  and  unexampled 
prosperity  would  swiftly  follow  in  the  wake  of  the  change. 

Fourteenth.  Doubt  would  give  way  to  certainty;  fear  to  hope;  con- 
fusion to  order;  hesitation  to  confidence;  and  upon  our  integrity  and 
intelligence  would  rest  the  beneficent  smile  of  Providence. 


Committee  on  Banking  and  Currency, 

Washington,  D.  C,  Wednesday,  March  25, 1896. 

The  committee  met  at  10.40  a.  m.  Members  present:  Mr.  Walker 
(chairman),  and  Messrs.  Brosius,  Fowler,  Lefever,  Spalding,  Calderhead, 
Hill,  Cobb  of  Missouri,  Cobb  of  Alabama,  Black,  Kewlauds,  and  Hen- 
drick. 

STATEMENT  OF  HOK.  E.  J.  HILL. 

Hon.  E.  J.  Hill,  of  Connecticut,  a  member  of  the  committee,  addressed 
the  committee  in  advocacy  of  the  bill  H.  E.  7085. 

rn.  R.  7085.    Fifty-foarth  CoDgress,  first  session.] 

A  BILL  to  Increase  the  oironlatioii*  of  natioDal  banks  and  to  provide  for  the  retirement  of  United 

States  legal- tender  notes  and  Treasury  notes. 

Be  it  enaotedby  the  Senate  and  House  of  Representaiivee  of  the  United  States  of  America 
in  Congress  assembled,  That  npon  deposit  by  national  banking  associations  of  United 
States  bonds  bearing  interest  as  provided  by  law  under  the  provisions  of  sections  fifty- 
one  hundred  and  finy-nine  and  fifty-ono  hundred  and  sixty  of  the  Revised  Statates, 
sach  associations  shall  be  entitled  to  receive  from  the  Comptroller  of  the  Currency 
circulating  notes  of  different  denominations  in  blank,  registered  and  countersicined 
as  provide<l  by  existing  law,  equal  in  face  value  to  the  fuU  par  value  of  the  bonds  so 
deposited;  and  national  banking  associations  now  having  bonds  on  deposit  for  the 
security  of  circulating  notes  less  in  face  value  than  the  par  value  of  tbe  bonds,  or 
-which  may  hereafter  have  such  bonds  on  deposit,  shall  be  entitled,  upon  due  appli- 
cation to  the  Comptroller  of  the  Currency,  to  receive  additional  circulating  notes  in 
blank  to  an  amount  which  will  increase  tne  aggregate  value  of  the  circulating  notes 
held  by  such  associations  to  the  par  value  of  the  bonds  deposited,  such  additional 
notes  to  be  held  and  treated  in  the  same  way  as  circulating  notes  of  national 
banking  associations  heretofore  issued,  and  subject  to  all  the  provisions  of  existing 
law  affecting  such  notes:  Provided^  That  nothing  herein  contained  shall  be  con- 
strued to  modify  or  repeal  the  provisions  of  sections  fifty-one  hundred  and  sixty- 
seven  and  fifty-one  hundred  an<l  seventy-one  of  the  Revised  Statutes,  authorizing 
the  Comptroller  of  the  Currency  to  require  additional  deposits  of  bonds  or  of  lawful 
money  in  case  the  market  value  of  the  bonds  held  to  secure  the  circulating  notes 
shall  fall  below  the  par  value  of  the  circulating  notes  outstanding  for  which  such 
bonds  may  be  deposited  as  security. 

Sec.  2.  That  in  lieu  of  all  existing  taxes  every  national  banking  association  shall 
pay  to  the  Treasurer  of  the  United  States  in  the  month  of  January  of  each  year  a 
duty  of  one-quarter  of  one  per  centum  upon  the  average  amount  of  its  notes  in  oil- 
eolation  during  thtf  preceding  year. 
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Sbc.  3.  That  whenever  and  so  often  as  circnlatinff  notes  Bhall  bo  issued  to  any  stioh 
newly  organized  banking  iissociatiou,  or  to  an  existing  aAsociation  increasing  its  capi- 
tal or  circulating  notes,  it  shall  be  the  duty  of  the  Secretary  of  the  Treasnry  to  redeem 
and  cancel  legal-tender  Unite<l  States  notes  issued  under  acts  passed  prior  to  July  fir-st. 
eighteen  hundred  and  ninety,  to  an  amount  equal  to  tho  sum  of  national-banl£  notes 
so  issued  to  any  such  banking  association ;  and  whenever  the  Treasury  shall  not  havo 
in  its  possession  United  States  legal-tender  notes  issued  as  aforesaid,  the  provisions 
of  this  section  shall  then  apply  to  the  like  riHlemption  and  cancellation  of  Treasury 
notes  issued  under  the  act  of  July  fourteenth,  eighteen  hundred  and  ninety. 

Sbc.  4.  That  to  enable  the  Treasurer  of  the  United  States  to  comply  with  the 
requirements  of  tbis  act,  and  to  redeem  and  cancel  the  United  States  logal-tendor 
notes  and  Treasury  notes  named  therein,  he  is  hereby  authorized  to  issue,  from  time 
to  time,  on  the  credit  of  the  United  States,  coupon  or  registered  bonds,  redeemable 
at  the  pleasure  of  the  United  States  after  five  years  and  payable  twenty  years  from 
date,  bearing  interest  at  the  rate  of  three  per  centum  per  annum,  payable  semi- 
annually, to  such  an  amount  as  may  be  necessary  for  tho  purpose  herein  expressed, 
and  theproceeds  of  the  same  to  be  used  for  no  other  purpose  whatsoever.  The  bonds 
so  authorized  shall  be  payable  in  gold,  and  shall  be  of  such  denominations,  not  less 
than  one  hundred  dollars,  as  may  be  determined  upon  by  the  Secretary  of  the  Treas- 
ury, and  may  bo  disposed  of  by  him  at  an^  time  at  not  less  than  their  par  value  for 
either  class  of  said  notes  or  for  gold  in  this  country  or  elsewhere. 

Sec.  5.  That  section  fifty-one  hundred  and  thirty-eight  of  the  Eevised  Statutes  is 
hereby  so  amended  as  to  read  as  follows : 

''Sec.  5138.  No  association  shall  be  organized  with  a  less  capital  than  one  hundred 
thousand  dollars;  except  that  banks  with  a  capital  of  not  less  than  fifty  thousand 
dollars  may,  with  the  approval  of  tho  Secretary  of  the  Treasury,  be  organized  in  any 
place  the  population  of  which  does  not  exceed  six  thousand  inhabitants ;  and  except 
that  banks  with  a  capital  of  not  less  than  twenty  thousand  dollars  may,  with  the 
sanction  of  the  Secretary  of  the  Ti-easury,  bo  organized  in  any  place  the  population 
of  which  does  not  exceed  four  thousand  inhabitants.  No  association  shall  be  organ- 
ized in  a  city  the  population  of  which  exceeds  fifty  thousand  persons  with  a  capital 
of  less  than  two  hundred  thousand  dollars.^' 

Sec.  6.  That  from  and  after  the  passage  of  this  act  the  Secretary  of  the  Treasury 
be,  and  he  hereby  is,  forbidden  to  issue  silver  certificates  in  denominations  of  one 
and  two  dollars,  and  whenever  such  certificates  shall  be  paid  into  the  Treasury  of 
the  United  States  they  shall  be  withdrawn  from  circulation  and  canceled. 

Sec.  7.  That  all  provisions  of  law  inconsistent  with  this  act  are  hereby  repealed. 

Mr.  Hill  addressed  the  committee  as  follows : 

Mb.  Chairman  and  Gentlemen  of  the  Committee  :  It  is  with 
mnch  hesitation  aud  timidity  that  I  venture  even  to  express  an  opinion 
npon  the  important  subject  under  consideration. 

Pardon  me  if  1  suggest  that  we  have  wandered  away  from  the  main 
question,  aud  have  spent  our  time  and  thought  not  so  much  upon  the 
all-important  subject  of  currency  reform  as  upon  the  adoption  of  a  new 
banking  system  for  the  country. 

The  subject  referred  to  this  committee  by  the  House  was  so  much  of 
the  message  of  the  Presideut  of  the  United  States  as  related  to  bank- 
ing and  currency,  and  iiowhere  in  that  message  is  any  intimation  given 
that  in  any  respect  is  there  present  need  of  change  or  even  amendment 
in  our  banking  system  except  in  so  far  as  it  will  thereby  aid  in  bringing 
about  relief  for  Government  finances. 

Now,  I  submit  that  the  one  thing  desired  by  the  people  of  this  country 
is  that  the  national  currency  should  be  improved,  the  national  finances 
relieved  from  the  miserable  muddle  into  which  they  have  come,  and  the 
national  Treasury  extricated  irom  the  embarrassments  which  bave  come 
upon  it  as  the  result  of  unwise  legislation  and  the  violation  of  every 
principle  of  sound  finance. 

If  this  is  done  the  people  of  this  country  will  att^^nd  to  their  own 
affairs  and  the  business  interests  of  the  country  will  take  care  of  them- 
selves. 

No  cry  has  come  up  to  u*  for  interference  with  the  existing  banking 
system,  and  no  demand  whatever  from  any  person  for  an  increase  in 
the  volume  of  money. 
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On  the  contrary,  not\vithstandiiig  that  daring  the  four  months  that 
we  have  been  in  session  there  has  been  an  average  of  one  hundred 
and  seventy  millions  of  currency  locked  up  in  the  Treasury,  except  on 
the  two  or  three  occasions  when  the  hasty  action  of  Congress  gave  just 
cause  for  alarm,  the  rates  for  money  in  the  principal  financial  centers 
have  been  low,  ranging  from  2  to  4  per  cent  on  call  and  from  4  to  5  per 
cent  on  time,  and  good  business  paper  has  been  and  is  selling  at  from 
5  to  6  per  cent. 

If  any  further  proof  is  needed  that  our  condition  to-day  is  not  due 
to  lack  of  money,  look  at  the  splendid  total  of  bids  for  bonds  on  the 
5th  of  February. 

It  is  not  money,  but  confidence  and  common  sense  that  is  needed 
most  today. 

The  deposits  of  national  banks  never  but  once  exceeded  those  of 
last  year,  and  that  in  1892  by  only  $66,000,000. 

I  challenge  any  member  of  this  committee  to  name  a  single  banking 
institution,  insurance  company,  important  business  establishment, 
chamber  of  commerce,  board  of  trade,  or  even  an  individual  of  any 
financial  prominence  whatever,  that  has  directly  or  indirectly  asked  or 
petitioned  Congress  to  take  any  steps  toward  abolishing  or  reconstruct- 
ing the  national  banking  system  or  to  pass  any  banking  legislation 
whatever,  except  in  relation  to  clearing-house  organizations. 

DEMAND  FOR  BELIEF  TO   GOVERNMENT  FINANCES. 

There  has,  however,  come  to  us  from  all  over  the  land  a  universal 
demand  for  relief  to  Government  finances  and  it  has  assumed  two  clear 
and  explicit  forms : 

First,  the  immediate  and  absolute  retirement  or  separation  of  the 
legal- tender  paper  money  of  the  nation  from  daily,  use  for  current 
expenses,  and, 

Second,  the  free  coinage  of  silver  with  all  that  it  implies. 

The  latter  question  has  been  disposed  of,  I  think,  and  need  not  longer 
engage  the  attention  of  this  Congress  at  least. 

But  the  other  remains  and  must  be  met,  if  not  by  us,  then  by  our 
successors. 

How,  then,  can  we  best  meet  and  solve  this  problem! 

I  think  that  I  may  safely  assume  that  there  are  some  things  about 
which  we  may  all  agree: 

First.  That  whatever  is  done  it  shall  inspire  confidence  and  hope, 
not  distrust  and  fear. 

Second.  That  the  times  and  the  business  conditions  forbid  changes 
not  essential  to  produce  the  desired  result. 

Third.  That  we  must  have  due  regard  tor  existing  institutions. 

Fourth.  That  a  mistake  would  be  infinitely  worse  than  no  action 
whatever. 

1  do  not  believe  that  it  is  necessary  that  I  should  waste  a  single 
moment  in  discussing  these  propositions  with  the  gentlemen  who  con- 
stitute this  committee. 

Five  distinct  plans  of  action  are  pending  before  us  for  our  approval, 
all  agreeing  in  some  respects  and  radically  differing  in  others. 

SECRETARY   CARLISLE'S  VTEWS- 

One  offered  by  Mr.  Cox  and,  as  we  are  informed,  prepared  by  Mr. 
Carlisle,  I  submit,  should  be  dismissed  from  further  consideration,  for 
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its  author  has,  after  a  year's  reflection,  declared  himself  in  favor  of  and 
officially  re<K)mmei)ded  substantially  the  one  submitted  by  me,  and  has 
pronounced  this  '^the  most  successful  and  economical  method  of  accom- 
plishing" the  desii^ed  result. 

Pardon  me  if  I  trespass  upon  the  patience  of  the  committee  to  read 
from  the  Secretary's  report  what  doubtless  you  have  all  read,  but  which, 
in  my  opinion,  is  well  worthy  of  a  second  perusal: 

Reluctant  as  we  may  be  to  recognize  the  fact,  our  own  perRistenco  in  an  unwise 
poUcy  has  at  last  forced  us  into  a  situation  which  enables  the  holders  of  our  securi- 
ties and  other  creditors  abroad  to  demand  and  take  our  gold  whenever  they  choose, 
sind  the  unsatisfactory  state  of  our  currency  makes  their  demands  more  numerous 
and  much  larger  in  amount  than  they  would  otherwise  be.  There  is  but  one  safeand 
effectual  way  to  protect  our  Treasury  against  these  demands,  and  that  is  to  retire 
and  cancel  the  notes  which  constitute  the  only  means  through  which  the  withdrawals 
can  be  made.  Many  partial  and  temporary  remedies  may  be  suggested  and  urged, 
with  more  or  less  plausibility,  but  this  is  the  ouly  one  that  will  certainly  remove  the 
real  cause  of  our  troubles  and  give  assurance  of  permauent  protection  against  their 
recurrence  in  the  future. 

This  can  bo  most  successfully  and  economically  accomplished  by  authorizing  the  Sec- 
retary of  the  I'roasury  to  issue  from  time  to  time  bonds  payablein  gold,  bearing  inter- 
est at  a  rate  not  exceeding  three  per  centum  per  annum  and  having  along  time  to  run, 
and  to  exchange  the  bonds  for  United  States  notes  and  'I'reasury  notes  upon  such 
terms  as  may  be  most  advantageous  to  the  Government,  or  to  sell  them  abroad  for 
gold  whenever,  in  his  judgment,  it  is  advisable  to  do  so,  and  use  the  gold  thus 
obtained  in  redeeming  the  outstanding  notes.  Under  the  operation  of  such  a  plan, 
if  judiciously  executed,  there  could  be  no  improper  contraction  of  the  circulation, 
because  if  it  should  at  any  time  be  found  that  other  forms  of  currency  were  not 
beiug  supplied  to  the  extent  required,  exchanges  of  bonds  for  notes  would  bo  sus- 
pended, and  gold  would  bo  procured  by  selling  the  securities  abroad.  In  order  to 
further  facilitate  the  substitution  of  other  currency  for  the  retirement  of  legal-tender 
notes,  the  national  banks  should  be  authorized  to  issue  notes  equal  in  amount  to  the 
face  value  of  bonds  deposited  to  secure  them,  and  the  tax  on  their  circulation  should 
be  reduced  to  one-fourth  of  one  per  ceutem  per  annum. 

Whatever  objections  to  a  national-banking  system  may  have  heretofore  existed, 
or  may  still  exist,  among  our  people,  upon  economic  or  other  grounds,  the  fact  must  be 
recognized  that  it  has  been  so  long  established,  and  notwithstandiug  its  admitted 
defects,  has  served  such  a  useful  purpose  in  furnishing  a  convenient  form  of  cur- 
rency of  uniform  value  throughout  the  country,  that  an  attempt  at  this  time  to 
abolish  iter  materially  abridge  the  franchises  of  the  iustituti(msor|^anized  under  it, 
would  not  only  be  unsuccessful,  but  would  provoke  injurious  agitation  when  the 
precarious  condition  of  our  fiscal  affairs  demands  repose  and  such  a  restoration  of 
conlldenco  as  will  euable  the  people  to  avail  themselves  of  all  the  facilities  that  can 
be  afforded  for  the  transaction  of  their  business.  The  national  banking  associa- 
tions now  in  operation  have  been  established  under  charters  granted  by  the  Govern- 
ment, and  so  long  as  they  are  obedient  to  the  laws  and  useful  to  the  community,  it 
would  be  an  act  of  bad  faith  to  deprive  them  of  the  privileges  thus  secured;  but  if, 
without  detriment  to  any  interest,  the  scope  of  their  operations  can  be  so  extended 
as  to  brin^  them  closer  to  the  ]>eople  in  parts  of  the  countrj"  remote  from  the  large 
towns  and  cities,  their  capacity  for  useful  service  in  affording  accommodations  to 
our  farmers,  merchants,  and  others  engaged  in  business  will  be  greatly  increased, 
and  we  should  not  hesitate  to  make  such  amendments  to  the  laws  as  would  most 
certainly  accomplish  this  purpose. 

This  proposition,  in  all  of  its  details  and  as  a  whole,  has  been  indorsed 
by  the  President  of  the  United  States  and  referred  by  the  House  to 
this  committee  for  its  consideration. 

Before  formulating  it  in  a  bill  for  action,  I  submitted  it  to  the  bank- 
ers in  my  district  and  many  others  in  my  State,  and,  with  few  excep- 
tions, received  their  hearty  and  emphatic  approval,  and  it  was  only 
then  that  I  ventured  to  oiler  any  bill  whatever. 

I  would  modestly  suggest  that  before  taking  any  vote  upon  these 
various  i)lans,  the  members  of  this  committee  pursue  a  similar  course, 
and  if  taken,  I  shall  gladly  subordinate  my  views  and  wishes  to  the 
choice  thereby  indicated. 
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Another  proposition,  offered  by  Mr.  Brosius,  looks  to  the  retention  of 
the  United  States  legal-tender  notes  as  a  permanent  part  of  the  Gov- 
ernment money  and  the  gradual  retirement  and  eaucellation  of  the 
Treasury  notes,  and  to  that  end  proposes  to  build  up  and  strengthen 
the  gold  redemption  fund  and  separate  it  from  the  other  fiscal  transac- 
tions of  the  Treasury  Department. 

if  the  demand  notes  of  the  United  States  are  to  be  continued,  some 
such  plan,  after  full  consideration  and  possibly  some  amendments, 
should  -be  adopted,  but  to  their  continuance  under  any  conditions  I  am 
personally  utterly  opposed. 

Any  prudent  business  man,  finding  himself  forced  by  circumstances 
over  which  he  has  no  control  to  have  a  large  amount  of  demand  notes 
outstanding,  would  embrace  the  first  opportunity  to  renew  those  obli- 
gations on  long  time  and  coming  due  at  intervals  when  they  could  be 
met  and  paid  from  the  profits  of  his  business,  and  1  can  see  no  reason 
why  the  prudence  and  caution  which  would  certainly  govern  the  action 
of  the  individual  should  not  prompt  the  aggregate  of  individuals  to 
pursue  a  similar  course. 

GBEENBAGKS  NEVER   INTENDED  FOR  PERMANENT  CURRENCY. 

Tliese  notes  were  never  intended  to  be  a  permanent  part  of  the  cur- 
rency of  the  nation,  and  were  only  issued  as  a  makeshift  to  meet  the 
necessities  of  the  war. 

It  will  not  be  time  wasted  if  I  briefly  review  their  inception. 

The  first  legal-tender  bill,  January  7, 1862,  began:  "Be  it  enacted, 
etc.,  that  for  temporary  purposes,  etc." 

At  first  Mr.  Chase  objected,  and  stated  as  his  reasons,  "  the  ever- 
present  liability  to  be  called  on  for  redemption  beyond  means,  however 
carefolly  provided  and  managed,  and  the  hazards  of  panics  precipitating 
the  demands  for  coin  concentrated  on  a  few  points  and  a  single  fund." 

At  length,  forced  by  the  irresistible  pressure  for  funds  to  carry  on 
the  war,  he  consented  to  their  issue,  but  in  his  letter  to  Congress  he 
used  this  language: 

The  oommittee  donbtless  feels  the  necessity  of  accompanying  this  measare  by  leg- 
islation necessary  to  secare  the  highest  credit  as  well  as  the  largest  currency  of  these 
notes. 

Thissecnrity  can  befonnd,  in  my  judgment,  by  proper  provisions  for  funding  them 
in  interest-bearing  bonds,  by  well-guarded  legislation  authorizing  banking  institu- 
tions with  circulation  based  on  the  bonds  in  wnich  the  notes  are  funded. 

Such  legislation,  it  may  be  hoped,  will  divest  the  legal-tender  clause  of  the  bill  of 
injurious  tendencies,  and  secure  the  earliest  possible  return  to  a  sound  currency  of 
coin  and  promptly  convertible  notes. 

Justin  Morrill  said  of  the  bill  that  it  was  "a  measure  not  blessed  by 
one  sound  precedent  and  damned  by  all." 
Boscoe  Conkling  said: 

Such  a  step,  if  it  should  ever  be  taken  by  a  government,  should  betaken  only  when 
everything  else  has  failed,  and  the  last  extremity  has  been  reached. 
It  is  the  last  expedient  to  which  kings  and  nations  can  resort. 

Thaddeus  Stevens  said:  "This  bill  is  a  measure  of  necessity,  not  of 
choice." 

Willian  Pitt  Pessenden  said  '*it  was  a  resort  to  a  measure  which  has 
always  been  denounced  as  ruinous  to  the  credit  of  any  government 
which  has  recourse  to  it,  which,  when  it  has  been  tried  by  other  coun- 
tries has  always  proved  a  disastrous  failure." 

Jacob  Collamer  denounced  it  as  a  "financial  jungle." 
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A  TEMPORARY  EXPEDIENT. 

John  Sherman  said:  ''After  all,  this  is  a  temporary  expedient.  We 
dare  not  repeat  this  experiment  a  second  time." 

For  sixteen  years  the  greenbacks  were  redeemable  in  patriotism  only, 
and  millions  upon  millions  of  dollars  would  have  been  saved  to  the 
nation  if  they  had  been  paid  and  canceled  when  resumption  of  specie 
pajonents  was  entered  upon. 

Every  dollar  has  long  since  been  redeemed,  and  we  are  now  repeat- 
ing the  process  again;  and  if  another  bond  issue  is  made  this  year,  as 
now  seems  inevitable,  judging  by  the  past  the  interest  on  the  bonds 
issued  for  maintaining  the  redemption  fund  for  the  past  three  years 
alone  will  amount  to  more  than  the  entire  outstanding  issue  of  legal 
tenders. 

Let  us  not  console  ourselves  with  the  thought  that  we  have  reached  the 
condition  looked  forward  to  by  Mr.  Ohase  as  that  of  having  "  a  sound 
currency  of  coin  and  promptly  convertible  notes,'^  for  these  notes  are 
to-day  based  upon  absolutely  nothing  but  the  borrowing  power  of  the 
nation,  and  without  the  repeated  and  long-continued  exercise  of  that 
power  are  as  wholly  irredeemable  now  as  they  were  in  1865. 

To  me,  then,  the  only  question  is,  shall  we  continue  to  borrow  for 
redemption  purposes  while  we  gradually  pay  them  by  the  proceeds  of 
increased  taxation,  or  shall  we  at  once  renew  them  at  low  interest  and 
on  long  time  and  pay  them  at  our  convenience  from  the  larger  resources 
of  future  years! 

Personally  I  have  no  question  as  to  the  wiser  course,  and  I  therefore 
respectfully  suggest  that  the  Brosius  plan  be  laid  aside  until  after  the 
others,  which  look  to  the  speedy  retirement  of  the  legal  tenders,  are 
fully  cousidered  and  disposed  of. 

I  come,  therefore,  to  the  three  propositions  which  look  to  the  retire- 
ment of  the  legal-tender  paper  currency;  and  after  briefly  reviewing  my 
own,  will  try  to  make  a  just  comparison  of  their  merits  and  weaknesses. 

I  make  no  claim  for  originality  of  thought  or  idea  in  any  portion  of  it. 

I  have  gleaned  from  the  recommendations  of  high  Government  offi- 
cials, I  have  adopted  the  suggestions  of  prominent  bankers  in  Kew 
York  City  and  my  own  State,  and  have  embodied  in  it  one  of  the  pro- 
posals of  the  advocates  of  silver. 

PREFERENCE   FOR  THE   GOLD   STANDARD. 

My  own  decided  preference  for  the  gold  standard  and  a  belief  in  the 
frank  avowal  of  it  as  the  best  x)olicy  is  made  mauiiest  in  the  character 
of  the  bond  clause,  and,  as  such  a  collection  of  others'  ideas,  I  have 
formulated  it  in  a  bill  for  your  cousideration ;  and  I  declare  to  you  in  so 
doing  that  in  my  judgment  it  would  be  wise  policy  for  the  whole  coun- 
try if  this  House  would  pass  it  and  send  it  to  the  Senate  for  the  death 
and  burial  which  I  presume  would  await  it  there,  for  I  do  believe  that 
the  Senatorial  receiving  vault  would  be  reopened  next  November,  and 
the  trump  would  sound  and  the  dead  come  forth,  and  the  political 
party — I  care  not  what  its  name — that  conducts  the  funeral  services 
now  would  then  be  laid  peacefully  at  rest  in  the  vacant  tomb. 

One  thing  I  think  I  know,  and  that  is  that  the  great  majority  of  the 
people  of  this  land  are  honest,  and  are  determined  that  the  nation's 
honor  shall  be  as  spotless  as  the  throne  of  God,  and  that  every  dollar 
of  the  nation's  debt  and  every  penny  of  the  wages  for  the  toilers  upon 
the  farm  and  in  the  shop  shall  alike  be  paid  in  the  best  money  that  the 
world  can  give. 
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My  proposition  is  tlvat  the  United  States  should  issue  a  gold  bond, 
bearing  interest  at  3  per  cent,  payable  in  twenty  years,  and  redeemable 
after  five  years  from  date,  to  be  sold  only  for  legal  tenders  or  gold  in 
this  country  or  elsewhere,  and  the  gold  so  acquired  to  be  used  only  for 
the  purpose  of  redeeming  and  canceling  the  outstanding  notes,  and 
that  the  bonds  shall  be  sold  when  necessary  and  the  notes  canceled 
only  to  the  extent  and  at  such  time  as  national-bank  notes  are  issued, 
either  in  increased  circulation  or  because  of  the  organization  of  new 
banks. 

CIRCULATION  TO   BE   if^CBEASED  TO   PAB  OF  BONDS. 

To  induce  such  action  on  the  part  of  the  banks,  it  is  x)roposed,  first, 
to  increase  the  circulation  to  par  of  the  bonds  held,  instead  of  90  per 
cent  as  now;  second,  to  reduce  the  tax  from  1  per  cent  to  one- fourth  of 
1  per  cent,  and  third,  to  lower  the  minimum  capital  of  a  bank  from 
$50,000  to  *20,000  in  towns  of  less  than  4,000  inhabitants. 

Two  of  these  propositions  have  been  already  approved  by  the  com- 
mittee and  need  no  discussion  now. 

In  1882  Comptroller  John  Jay  Knox  advised  the  increase  of  the  cir- 
culation to  95  per  cent  of  the  market  value  of  the  bonds  held  and  the 
reduction  of  the  tax  to  one-fourth  of  1  per  cent,  and  from  that  day  to 
this  every  one  of  his  successors,  Kepublican  and  Democratic,  have 
declared  themselves  in  favor  of  tax  reduction. 

The  highest  average  circulation  for  any  one  year  of  which  I  can  find 
any  record  was  in  1873,  when  it  reached  1339,000,000,  and  from  that,  as 
the  rates  of  interest  dropped  and  bonds  advanced  in  price,  the  average 
feU  to  $122,000,000  in  1890,  and  slowly  advanced  to  $182,000,000  in  1 895. 

As  the  law  noAV  stands  the  profit  on  circulation,  with  money  all 
loaned  at  6  per  cent  and  based  on  a  4  x>er  cent  bond  of  1907,  is  $627.89 
per  $100,000,  or  about  two- thirds  of  I  i)er  cent;  but  in  the  actual  exi)e- 
rience  of  the  past  few  years  it  has  probably  shown  a  loss. 

Put  the  circulation  at  par  and  reduce  the  tax  and  it  will  give  a  profit 
of  $1,902.89  per  $100,000. 

With  a  4  -pev  cent  bond  of  1925,  at  116,  as  the  law  now  stands^  the 
profit  shown  is  $1,269.90,  but  under  this  bill  it  would  be  $2,519.90, 

Upon  either  basis  of  issue  under  this  bill  the  banks  would  take  circu- 
latioB  as  contemplated  in  their  organization,  and  with  the  guaranty  of 
twenty  years'  use  of  a  3  i)er  cent  bond,  as  herein  proposed,  and  with  a 
profit  of  $2,578.65, 1  have  no  doubt  but  that  within  one  year  every  dol- 
lar of  legal-tender  paper  money  would  be  transferred  into  bank  notes, 
and  .he  country  relieved  from  the  embarrassment  of  its  maintenance 
and  redemption ;  and  after  the  first  $50,000,000  had  been  exchanged  the 
trouble  would  all  be  over  and  confidence  restored. 

Look  at  the  condition  of  the  Treasury,  as  shown  by  the  statement 
received  by  each  of  y(m  yesterday. 

With  $128,000,000  of  gold  on  hand,  with  $77,000,000  of  United  States 
notes,  and  $31,000,000  of  Treasury  notes  it  would  need  but  an  issue  of 
$246,000,000  of  bonds  to  destroy  every  one  of  these  barnacles  that  now 
impede  the  progress  of  this  glorious  old  ship  of  state. 

Who  of  this  committee  doubts  that  if  this  is  not  done  a  much  larger 
issue  of  bonds  for  redemption  purposes  will  be  required  before  another 
Congress  meets  in  December,  1897 ;  and  with  a  4  per  cent  interest  charge 
instead  of  3  assumed,  the  legal  tenders  will  all  be  locked  up  in  the 
Treasury  and  the  volume  of  money  contracted  to  ii  like  extent,  unless 
our  continuing  revenue  deficiencies  shall  send  them  out  again  to  repeat 
the  old  familiar  round. 
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With  this  bill  carried  into  effect,  assamiDg  that  one-half  of  the  bonds 
were  exchanged  for  legal  tenders  in  this  country  and  one-half  sold  for 
gold  abroad,  the  stock  of  money  wonld  be  as  follows  with  the  report  of 
March  1, 1896,  as  a  basis : 

National-bank  notes  of  that  date $217,181,917 

National-bank  notes  issued  in  lien  of  legal  tenders  and  Treasury  notes.    482, 912, 296 

Total  national-bank  note« 700,094,213     ^ 

Gold  stock  March  1,  1896 612,989,590 

Proceeds  of  one-half  of  bond  issue 1 123, 051, 195 

• 

Total  gold  stock 736,040,7^5 

Free  silver  in  the  Treasury  March  1,  1896 21,421,759 

Silver  to  be  released  by  cancellation  of  $1  and  $2  certificates 45, 723, 752 

Silver  that  would  need  to  be  released  by  cancellation  of  certificates  for 

use  iu  place  of  $1  and  $2  Un ited  States  notes  and  Treasury  notes  ret i red  27, 007, 362 

Subsidiary  coinatre 78, 564, 547 

Total  free  coined  silver 172,717,420 

Silver  certificates  remaining  after  cancellations,  as  shown  above,  and 

covered  by  coin  in  Treasury 271, 647, 390 

Silver  bullion,  136,479,143  ounces,  at  68|  cents,  its  present  gold  valae. .      93, 658, 812 

The  total  of  national-bank  notes  and  silver  certificates 971, 741, 603 

The  total  of  gold  and  free  silver  coin 908,758,205 

The  gold  value  of  the  silver  buUion 93,658,812 

The  remaining  provision  of  the  bill  is  the  cancellation  of  the  $1  and 
$2  paper  money  of  all  kinds  and  the  use  of  silver  coin  in  place  thereof. 

Now  note  these  points:  First,  the  circulation  thus  issued  equals  the      j, 
precise  amount  of  legal  tenders  withdrawn,  and  the  time  of  issue  is 
coincident  with  their  withdrawal,  so  that  no  change  in  the  volume  of 
money  would  occur. 

PLANS  FOB  UNLIMITED  LEGAL-TENDSB  PAPER  MONEY. 

I  am  amazed  at  the  proposition  advanced  here  for  the  unlimited  issue 
of  legal-tender  paper  money  and  corresponding  amounts  of  bank  notes 
in  conjunction  with  them. 

Last  year  the  United  States  had  a  per  capita  stock  of  money  of  $23.59, 
an  amount  exceeded  by  but  four  countries  in  the  world,  and  one  of  those 
was  Australia,  with  nothing  but  gold  and  silver  coin :  another,  France, 
with  a  per  capita  coin  stock  of  two  dollars  to  our  one;  Belgium  another, 
with  a  per  capita  coin  stock  the  equal  of  our  own,  and  the  I^etherlauds 
materially  exceeding  ours. 

With  the  lack  of  banking  facilities  in  those  countries  and  the  well- 
known  habit  that  obtains  there  of  using  the  stocking  bank,  is  there 
any  question  that  the  United  States  has  to-day  and  has  had  for  several 
years  a  per  capita  stock  of  money  in  actual  circulation  far  in  excess  of 
any  in  the  world  I 

Let  me  be  understood  upon  this  point. 

I  do  not  believe  that  there  can  be  an  excess  of  money  in  a  country  ^ 
if  that  money  has  an  intrinsic  value  accepted  by  the  commercial  nations  ^ 
of  the  world. 

The  more  of  that  the  better;  but  I  do  believe  that  every  dollar  of 
promises  to  pay  not  actually  needed  in  the  legitimate  business  trans- 
actions of  a  people  is  a  curse  to  a  nation  and  an  incentive  to  unwise 
and  hurtful  speculation. 
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It  is  the  easiest  thing  in  the  world  for  an  individaal,  a  bank,  or  a 
nation  to  give  a  note,  but  oftentimes  exceedingly  difficult  to  pay  them. 

NOT  MOKE  MONEY  BUT  BETTER  MONEY. 

It  is  not  more  but  better  money  that  we  need,  and  with  that  in  view 
let  me  note  this  second  point. 

With  the  legal  tenders  and  Treasury  notes  changed  under  the  pro- 
visions of  this  bill,  the  total  bank  issues  would  be  $700,000,000,  and  in 
making  the  change,  under  the  provisions  of  the  bond  clause,  millions 
of  dollars  of  gold  could  be,  and  doubtless  would  be,  brought  into  the 
country  to  serve  with  the  stock  already  here  for  the  purposes  of  bank- 
note redemption. 

In  making  this  exchange  under  H.  E.  6442,  if  not  a  dollar  of  bank 
capital  was  organized  except  just  enough  to  complete  the  work,  the 
limit  of  legal-tender  and  bank  issues  would  be  $2,174,000,000  on  the  basis 
of  last  year's  conditions,  and  under  Mr.  Walker's  plan  $1,094,000,000, 
with  further  power  under  his  emergency  and  clearing-house  sections 
to  increase  the  amount  of  legal- tender  gold-redemption  paper  to  an  un- 
limited extent. 

Will  these  gentlemen  who  propose  to  relieve  the  Government  of  its 
herculean  task  of  maintaining  gold  redemption  for  $500,000,000  tell  me 
where  the  gold  is  coming  from  under  their  plans  to  sustain  these  enor- 
mously increased  amounts  of  paper  money? 

Is  it  not  perfectly  apparent  that  suspension  of  specie  payment  and 
consequent  disaster  would  speedily  follow  the  adoption  of  such  measures  f 

PRESENT  SYSTEM  ABSOLUTELY  SAFE. 

Note  another  fact.  Under  this  system,  tried  and  tested  for  thirty 
years,  no  man  has  ever  lost  a  dollar  by  a  national-bank  note. 

Safer  than  a  Government  bond  by  just  so  much  as  the  bond  commands 
a  premium,  with  a  redemption  system  in  full  operation  and  familiar  in 
its  workings  to  .every  person,  with  the  solvency  or  insolvency  of  the 
issuing  bank  a  matter  of  absolutely  no  importance,  and  with  a  largely 
increased  stock  of  gold  brought  here  because  of  its  issue,  no  man  will 
call  lor  its  redemption,  and  securing  gold  for  export  will  become  a 
brokerage  business  only. 

Again,  under  the  national-bank  system  the  depositor  has  a  security 
limited  only  by  the  assets  of  the  bank,  for  the  circulation  is  absolutely 
secured,  and  1  fancy  it  would  not  require  much  sagacity  for  a  customer 
to  choose  where  to  open  his  account  as  between  a  national  bank  or  Mr. 
Walker's,  with  a  bill  holder's  preferred  lieu  upon  his  deposit  to  the 
extent  of  60  per  cent  of  the  bank  capital,  or  H.  R.  6442,  with  a  like 
lien  to  the  entire  extent  of  the  capital  and  surplus;  and  it  was  doubt- 
less with  a  full  realization  of  the  possibilities  in  this  respect  that  the 
former  gentleman  provided  that  in  case  of  failure  the  depositor  should 
receive  the  assets,  "  if  there  be  any,"  and  the  latter,  more  confident 
and  hopeful,  but  with  far  less  justification  for  it,  generously  dealt  out 
the  "  assets  remaining." 

In  considering  the  banking  business  we  are  apt  to  unduly  magnify 
the  circulation  side. 

It  is  of  little  importance  compared  with  a  good  line  of  deposits,  for 
the  depositor  is  both  a  borrower  and  a  lender,  loaning  to  the  bank  with- 
out interest  and  borrowing  his  own  money  at  the  market  rate. 

Solidity  of  deposits  is  infinitely  more  to  be  desired  than  elasticity  of 
circulation. 
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The  average  of  circulatiou  in  1895  was  $182,000,000,  but  the  average 
of  deposits,  a  clreulation  brought  to  a  bank  and  laid  upon  its  counter 
without  expense  to  it  and  bearing  no  maintenance  charges,  this  average 
was  $1,715,000,000,  the  largest  in  the  history  of  the  sytrtem  except  in 
that  banner  year  of  the  Republic,  the  year  of  our  Lord  1892. 

The  ]aw  that  strengthens  the  bill-holder's  claim  at  the  expense  of 
the  depositor  makes  a  serious  mistake,  and  in  the  keen  competition  of 
modern  banking,  I  say  to  you  as  a  bank  officer,  that  1  would  want  no 
better  thing  than  to  have  all  of  the  other  banks  in  my  own  town  adopt 
H.  R.  G442  and  issue  the  full  limit  of  circulation  therein  authorized,  for 
I  would  cheerfully  give  up  the  national-bank  privilege  of  issuing  notes 
and  daily  advertise  to  every  business  man  there  the  precise  relations 
which  his  account  bore  to  the  assets  of  my  competitors,  and  in  twelve 
mouths  1  would  have  every  account  of  value  in  the  community. 

Don't  make  the  mistake  of  legislating  to  secure  the  shadow  and 
thereby  lose  the  substance  of  a  good  thing.  We  have  had  too  much  of 
that  in  our  present  tariff  law. 

I  am  sure  that  1  am  right  in  this  matter.  If  you  doubt  it  simply 
amend  your  bills,  put  your  depositor  and  bank-note  holder  on  joint  and 
equal  footing  afvto  their  claims  upon  bank  assets,  which  is  only  right 
and  just,  and  you  will  speedily  find  that  bank  notes  so  secured  and 
with  no  prior  lien  would  not  circulate  outside  of  the  town  in  which 
they  were  issued  if  the  facts  were  known. 

CIRCULATION  A  CONVENIENCE  FOB  THE  PUBLIC. 

Circulation  carries  with  it  responsibility.  It  is  a  convenience  for  the 
public.  It  is  a  ready-made  check  upon  the  bank's  own  account  for 
the  accommodation  solely  of  the  small  customer  who  has  no  bank 
account  of  his  own,  and  it  must  be  made  profitable  for  those  who  are 
responsible  for  it  or  it  will  not  be  issued. 

The  Chemical  National  Bank  of  New  York,  with  $8,000,000  capital 
and  surplus  and  $21,000,000  deposits  does  not  issue  a  single  dollar, 
and  there  is  to  day  $40,000,000  of  unused  privilege  in  New  H  ork  City 
alone. 

Would  you  have  it  issued! 

Give  it  one-half  the  freedom  provided  for  the  unsecured  currency  in 
these  other  bills,  give  it  even  the  lesser  privileges  named  in  my  own, 
and  in  a  single  year  the  United  States  legal-tender  notes  and  Treasury 
notes  can  all  be  retired  without  any  contraction  or  disturbance  to  busi- 
ness interests. 

No  more  ridiculous  failure  was  ever  made  than  the  attempt  to  force 
all  State  banks  into  a  national  system  in  its  inception  by  taxing  their 
circulation. 

Their  note  issues  disappeared,  but  5,056  joint  stock  and  savings  banks 
and  4,072  private  bankers  remain  to  testify  to  3,721  national  banks  that 
they  can  thrive  and  prosper  upon  deposits  alone. 

Again  an  attempt  was  made  to  limit  the  circulation  in  individual 
cases,  and  apportion  and  distribute  the  total  amount  throughout  the 
States  and  Territories  under  the  national-bank  law,  but  that  was  a 
miscarriage  also,  and  there  are  but  two  considerations  of  this  subject 
that  are  worthy  of  a  moment's  thought,  and  those  are  profit  to  the 
investor  and  security  to  the  public. 

The  national-bank  system  absolutely  closes  the  discussion  upon  the 
latter,  and  it  remains  with  Congress  to  remedy  the  defects  in  the  former 
respect. 
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Pass  the  bill  introdaced  by  me  on  Wednesday  last,  now  lying  upon 
the  table,  and  in  conjunction  with  the  provisions  of  this  you  will  make 
the  national-bank  currency  of  the  United  States  the  most  elastic,  the 
safest,  and  most  perfect  paper  money  in  the  world. 

It  reads  as  follows : 

A  BILL  FOB  AN  ELASTIO  CIRCULATION. 

[H.  R  7382.  Fifty-fourth  Congress,  first  session.  In  the  House  of  Bepresentatives.  Hai«h  18, 1896. 
Mr.  Hill  iotrodnoed  the  following  hill;  whloh  was  referred  to  the  Committee  on  Banking  and  Car- 
rency  and  ordered  to  be  printed.] 

A  BILL  to  increase  the  elasticity  of  national  hank  note  circulation. 

Be  it  enacted  hy  the  Senate  and  House  of  Representatives  of  the  United  States  of  America 
in  Congress  assemhUd,  That  section  nine  of  an  act  entitled  "An  act  to  enable  national 
banking  associationB  to  extend  their  corporate  exiBtence,  and  for  other  parposes,'' 
approved  July  twelfth,  eighteen  hundred  and  eighty-two,  be,  and  the  same  is 
hereby,  repealed. 

Sbc.  2.  That  the  Comptroller  of  the  Currency  is  hereby  authorized  and  directed 
to  have  prepared  and  keep  on  hand,  ready  for  delivery  on  application,  a  reserve,  to 
such  an  amount  as  he  may  deem  advisable,  of  blank  notes  for  each  national  banking 
association  having  circulation. 

Upon  this  subject  let  me  quote  from  the  report  of  the  Secretary  of 
the  Treasury  in  1894,  and  add  that  these  two  biUs  remove  all  of  the 
difficulties  therein  mentioned  : 

The  only  nart  of  the  currency  posseseinff  in  any  de^n^jee  the  quality  of  elasticity  is 
that  issued  by  the  national  banking  associations,  and  it  is  now  generally  conceded, 
I  believe,  that  in  this  respect,  at  least,  it  has  failed  to  meet  the  requirements  of  the 
situaUon  at  some  of  the  most  critical  periods  in  the  business  affairs  of  the  country. 
This  lailure  is  attributable,  in  my  opinion,  to  three  principal  causes :  First,  the  large 
volume  of  United  States  currency  of  various  kinds  kept  constantly  outstanding, 
making  the  contraction  or  expansion  of  the  comparatively  Bmall  national  bank  cir- 
culation lees  effective  than  it  would  otherwise  nave  been;  secondly,  the  difficulty 
and  delay  in  procuring,  and  to  some  extent  in  retiring,  circulation:  thirdly,  and 
mainly,  the  provisions  of  the  law  which  require  the  deposit  of  Unitea  States  bonds 
to  secure  circulation,  and  restrict  the  issue  of  notes  to  90  per  cent  of  the  par  value 
of  the  bonds. 

With  $800,000,000  in  United  States  notes.  Treasury  notes  of  1890,  silver  certificates 
and  gold  certificates,  besides  about  $625,000,000  in  gold  and  silver  coins,  constantly 
oustanding,  none  of  which  can  be  lawfully  retired  by  the  Government  without  sub- 
stituting o^er  currency  in  its  place,  the  national-bank  notes,  which  amount  to  only 
$207,500,000,  or  about  12  per  cent  of  the  whole,  can  not  exert  a  very  effective  influence 
upon  the  volume  of  outstanding  currency  at  any  time,  and  esx>ecially  at  times  when 
large  contractions  or  expansions  are  most  needed.  But  the  greatest  difficulties  are 
encountered,  and  the  national  banking  system,  as  now  organized,  is  least  effective 
when  the  business  of  the  country  demands  quick  expansions  of  the  currency  to  meet 
sudden  emergencies.  In  the  first  place,  in  order  to  secure  additional  circulation,  the 
banks  are  required,  at  the  very  time  when  money  is  most  difficult  to  procure,  to 
deposit  United  States  bonds,  worth  in  the  market  much  more  than  their  race  value, 
upon  which  they  will  receive  notes  only  to  the  amount  of  90  per  cent  upon  the  par 
value  of  the  securities;  and,  in  the  second  place,  under  the  present  laws,  which  do 
sot  authorize  the  Treasury  Department  to  prepare  and  hold  a  reserve  of  blank 
national-bank  notes  ready  for  delivery  immediately  upon  application,  from  thirty  to 
sixty  days  must  ordinarily  elapse  before  the  issue  can  be  made,  and  in  the  meantime 
the  emergency  has  probably  passed. 

Thus,  the  inducement  to  take  out  circulation  when  business  necessities  are  great- 
est is  rery  smidl,  if  it  exists  at  all,  and  even  if  applications  are  made  the  circulation 
win  probably  not  be  secured  until  too  late  to  afford  relief. 

In  addition  to  these  obstructions  to  the  prompt  increase  and  decrease  of  circula- 
tion, the  ninth  section  of  the  act  of  July  12, 18^2,  which  provides  for  the  extension 
of  tlie  corporate  existence  of  national  banks,  expressly  prohibits  them  from  retiring 
their  notes  to  a  greater  amount  than  $3,000,000  in  the  aggregate  per  month,  and 
enacts  that  no  bank  wliich  has  made  a  deposit  of  lawful  money  in  order  to  withdraw 
its  circulation  shall  be  permitted  to  make  any  increase  in  its  circulation  for  a  period 
of  six  months  thereafter.  These  provisions  are  so  manifestly  in  conflict  with  the 
dictates  of  sound  policy  that  they  require  no  comment. 

CUE 10 
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DUAL  CHARACTER  OP  PROBOSBD  NOTE  ISSUES. 

Another  featare  obtains  concerning  the  note  issaes  nnder  both  H.  B. 
6442  and  the  Walker  plan,  which  to  me  seems  exceedingly  unfortunate, 
and  that  is  its  dual  character. 

In  the  hearing  before  this  committee  a  year  ago  Mr.  Oarlisle  said  of 
a  then  pending  bill,  that —  ^^ 

The  fatal  objection  to  it  Ib  that  it  reqairee  a  bank  to  take  oat  and  keep  in  oircn- 
lation  two  kinds  of  notes:  one  based  upon  the  deposit  of  national  money,  and  the 
other  upon  the  commercial  credit  of  the  bank. 

While  I  do  not  concur  in  many  things  that  this  gentleman  has  said 
and  done,  I  do  think  that  in  this  he  is  absolutely  right,  for  I  remember 
well  my  experience  as  redemption  clerk  in  the  Bank  of  Norwalk  under 
the  old  Suffolk  bank  system. 

To-day  no  man  scrutinizes  a  national-bank  note,  except  sometimes 
from  curiosity  to  see  how  far  it  has  wandered  away  from  home,  but  as 
a  bank  officer,  in  view  of  my  early  experience,  I  should  look  with  dread 
upon  the  provisions  for  redemption  districts  and  the  duties  thrown  upon 
the  banks  thereby  under  section  8  of  H.  B.  6442,  and  the  possibilities  of 
section  14  of  the  Walker  bill. 

Further,  I  can  see  no  reason  for  redeeming  one  issue  of  paper  money  * 
of  a  bank  by  another  form  of  paper  money  issued  by  the  same  bank,  nor 
do  I  believe  that  this  Government  has  the  right  or  power  to  give  to  a 
joint-stock  company  what  it  refuses  to  give  to  a  State,  the  privilege  of 
making  its  own  promissory  note  a  legal  tender  for  a  public  and  private 
debt  as  H.  B.  6442  proposes,  nor  as  the  Walker  bill  provides,  to  sell 
its  notes  to  banking  corporations  in  specific  sums,  transfer  to  them  ^ 
the  responsibility  of  current  redemption,  and  yet  maintain  the  legal- 
tender  privilege;  and  on  this  proposition  alone  I  honestly  believe  that 
both  of  these  plans  would  prove  total  failures  when  subjected  to  the 
scrutiny  of  the  Supreme  Court  of  the  United  States — as  they  surely 
would  be — and  with  the  primary  money  removed  as  a  basis  of  redemp- 
tion for  the  secondary  issue  the  whole  structure  would  tumble  to  the 
ground. 

In  making  a  comparison  of  these  measures  in  the  line  of  economy  to 
the  Government,  the  difference  is  somewhat  in  favor  of  this  measure 
over  the  Walker  bill  and  largely  over  H.  B.  6442,  in  this: 

It  would  receive  one-quarter  of  1  per  cent  tax  on  all  circulation,  by 
the  Walker  bill  nominally  one-fifth  of  1  per  cent  on  the  reserve  notes 
put  in  circulation,  and  a  varying  tax  on  bank  notes  only  by  H.  B.  6442, 
but  as  a  matter  of  fact  with  both  of  the  others  these  toxes  are  set 
aside  to  provide  for  redemption  of  notes,  and  are  supposed  in  the  one 
case  to  just  meet  such  a  contingency,  go  that  in  all  probability  no  rev- 
enue would  be  received,  while  the  national  banks  would  pay  annually 
$1,750,000. 

Assuming  the  retirement  of  all  the  legal  tenders  and  Treasury  notes, 
the  Walker  bill  calls  for  a  redemption  fond  maintained  at  Government 
expense  of  $55,000,000.  In  the  Walker  bill  the  profit  arising  from 
destroyed  bills  inures  to  the  benefit  of  the  Government,  and  in  H.  B. 
6442  to  the  banks. 

In  both  H.  B.  6442  and  the  Walker  bill  the  cost  of  supervision  and 
examination  is  taken  off  from  the  banks  aud  put  upon  the  Government, 
and  the  banking  department  in  the  one  case  is  administered  by  four 
ministers  of  finance  at  $10,000  per  year,  and  in  the  other  by  seven 
experts,  with  no  mention  of  salaries. 
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LOWER  RATES  OF   INTEREST. 

It  is  doubtless  x>OBsible  to  figure  oat  that  banks  could  afford  to  make 
lower  rates  of  interest  to  the  people  with  all  of  these  large  iteais  of 
expense  taken  off  Aroni  them  and  transferred  to  the  National  Treasury, 
but  my  own  impression,  and,in  fact,  experience,  is  that  the  dear  people 
do  not  get  all  of  the  accming  benefit,  and  that  the  portion  which  comes 
to  them  in  this  way  is  more  than  offset  by  increased  taxation  somewhat 
more  generally  distributed. 

The  proposition  that  the  interest  on  the  bonds  deposited  to  secure 
the  circulation  is  in  any  sense  an  item  of  expense  to  the  Government, 
so  far  as  maintaining  the  system  is  concerned,  has  no  force  or  effect. 

Certainly  no  one  would  assume  it  to  be  true  if  English  consols  were 
substituted  in  lieu  thereof,  and  they  could  just  as  well  be  if  the  law 
permitted. 

If  the  Government  owes  the  debt,  what  difference  does  it  make  as  to 
who  holds  it  or  for  what  purpose  it  is  used? 

SUPERVISORS  OF  BANKING. 

There  is  one  other  tieature  of  H.  E.  6442  and  the  Walker  bill  to  which 
I  wish  to  invite  your  most  careful  consideration,  and  that  is  the  super- 
vision of  the  ministers  of  finance  in  the  one  and  the  board  of  experts 
in  the  other. 

H.  R.  6442  would  have  four  men  exercise  ''supervision  of  all  national 
banks  in  accordance  with  existing  rules  or  any  others  that  may  be  here- 
after established  by  them." 

These  men  are  to  be  selected  because  of  their  political  faith,  are  to 
hold  office  for  eight  years,  and  to  be  paid  $10,000  each  annually. 

The  only  duties  specified,  and  hence  the  only  "existing  rules,"  are 
that  they  may  permit  a  bank  to  issue  and  maintain  circulation  and 
divide  the  United  States  into  clearing-house  and  reserve  districts,  and 
in  all  other  res))ects,  so  far  as  the  bill  provides,  they  are  at  liberty  to 
establish  rules  at  their  own  sweet  will. 

1  ask  the  autbor  of  that  bill  if  he  believes  that  285,000  shareholders 
in  3,721  national  banks  will  permit  $1,001,000,000  capital  and  surplus 
to  be  reorganized  under  his  system  with  no  more  clearly  defined  powers 
of  the  four  men  who  will  absolutely  control  it. 

While  1  wonder  at  his  courage  and  enjoy  the  enthusiastic  spirit  with 
which  he  is  prompted,  I  must  confess  that  I  can  not  tbllow  him  to  this 
extent. 

Turning  now  to  the  Walker  bill,  I  desire  to  express  my  admiration  of 
the  painstaking  study  which  it  evinces. 

Every  feature  of  the  plan  is  elaborated  to  the  last  detail,  and  to  me 
it  is  a  marvel  of  ingenuity  and  constructive  skill,  but  the  criticism  I 
would  make  is  that  it  is  full  grown  at  its  birth  and  one  generation  in 
advance  of  existing  conditions. 

WALKER  BILL  BASED  ON  A  RIGHT  PRINCIPLE. 

I  believe  it  is  based  on  a  right  principle  and  one  that  will  ultimately 
meet  the  approval  of  the  people,  but  I  do  not  believe  that  they  are  yet 
ready  for  it,  and  if  forced  upon  them  in  its  present  form  it  will  defeat 
itself,  and  in  doing  that  dangerously  postpone  the  all-important  result 
that  should  be  at  once  attained,  to  wit,  the  redemption  and  cancellation 
of  the  outstanding  legal-tender  notes,  for  personally  I  do  not  believe 
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that  a  sarplus  in  oar  revenues  would  be  a  panacea  for  all  of  our  finan- 
cial ills.  Sorely  as  we  need  that,  it  would  but  aggravate  our  troubles 
if  it  was  of  such  a  character  as  to  be  of  no  use  in  the  payment  of  our 
national  debts. 

I  have  carefully  studied  its  provisions,  annotated  its  sections,  and 
endeavored  to  grasp  the  details  of  its  practical  operation ;  and  while  I 
see  in  it  tremendous  possibilities  for  evil  as  well  as  good,  I  am.  not 
frightened  by  them,  but  I  say  frankly  to  the  aothor  that  I  do  believe 
that  the  single  footnote  on  page  27  would  defeat  the  passage  of  the 
meaEure  in  either  Hoase  of  Congress  at  the  present  time,  pending  a 
Presidential  election,  and  that  if  the  bill  passed  it  would  condemn  to 
defeat  the  party  that  adopted  it. 

Let  me  quote  from  it: 

This  section  makes  a  solid  anion  of  aU  the  banks  in  the  conntry  into  practically 
one  bank,  with  all  the  advantages  of  a  United  States  national  bank  with  4,000 
branches. 

I  believe  that  its  passage  would  violate  every  one  of  the  rules  of 
action  laid  down  by  me  in  the  beginning,  namely,  that  it  would  inspire 
distrust  and  fear  rather  than  confidence  and  hope. 

That  it  would  make  great  and  far-reaching  changes  not  essential  to 
attain  the  result  desired,  and  that  by  practically  forcing  the  sale  of 
two  hundred  millions  of  Government  bonds,  now  used  as  a  basis  for  the 
national-bank  system,  it  would  not  exercise  a  due  regard  for  existiug 
institutions.    Of  it  the  New  York  Mail  and  Express  says: 

The  banks  themselves  are  deeply  interested  in  opposing  and  defeating  this  measure. 
Its  passage  wonld  make  them  exceedingly  unpopular  with  the  creditor  class.  It 
would  result  in  depreciating  our  legal-tender  currency. 

Our  national-bank  system  is  the  grandest  in  the  world.  It  is  safe  and  stable.  It  has 
contributed  largely  toward  maintaining  the  credit  of  the  Government  in  seasons  of 
uncertainty  and  disaster. 

Nothing  should  be  permitted  to  shake  the  confidence  of  the  people  in  its  integrity 
and  responsibility. 

This  uill,  if  enacted,  wonld  both  impair  the  confidence  of  the  people  and  imperil 
the  credit  of  the  country. 

V^e  want  no  innovation  at  this  time. 

If  criticism  so  severe  is  evoked  upon  its  presentation,  what  would  be 
the  result  of  an  attempt  to  force  its  passage? 

And  yet,  with  the  legal  tenders  retired  and  the  national  banks  upon 
a  basis  of  specie  redemption,  I  can  see  how  the  optional  privilege  of 
issuing  circulation  upon  the  Walker  plan  would  be  of  great  advantage. 

I  would,  however,  have  but  one  kind  of  note,  and  that  the  same  aa 
the  present  national-bank  note. 

EMERGENCY  NOTES. 

Add  to  this  a  provision  for  an  issue  of  emergency  notes  upon  good 
and  sufficient  bond  security,  with  a  corresponding  5  per  cent  increase 
of  the  current  redemption  fund,  which  the  Walker  bill  seems  to  have 
overlooked,  and  the  whole  redemption  fund  carried  at  the  expense  of 
the  banks  as  now,  instead  of  by  the  Government,  as  the  bill  provides, 
and  the  system  would  be  as  nearly  perfect  as  possible. 

I  would  strike  out  all  of  the  multiplication  of  redemption  points  and 
the  complicated  and  vexatious  and  possibly  dangerous  system  of  super- 
vision and  control,  and  let  all  that  sort  of  thing  come  gradually  as  the 
result  of  growth  and  the  actual  experience  gained  thereby. 

I  ask  the  chairman  of  this  committee  to  defer  the  pressing  of  this 
bill  at  this  time,  to  give  now  the  great  industry,  the  long  experience. 
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and  the  wide  knowledge  which  he  possesses  to  the  task  of  improving  the 
existing  national  banking  laws,  to  disarm  x>olitical  criticism  by  carry- 
ing out  the  recommendations  of  the  Administration  for  the  speedy 
retirement  of  the  legal  tenders,  and  I  am  confident  that  in  so  doing  he 
will  receive  the  profound  thanks  and  lasting  gratitade  of  every  busi- 
ness man  and  financial  institution  throughout  this  land. 

I  beg  pardon  of  the  committee  and  of  the  gentlemen  named  for  the 
freedom  of  my  criticisms,  and  my  only  apology  is  that  I  am  actuated, 
as  all  of  you  are,  only  by  a  sense  of  my  duty  to  my  country  and  my 
political  party. 


GOMMITTEE   ON  BANKING  AND  OUBEBNCY, 

Washington,  D.  C,  Monday,  March  30, 1896. 

The  committee  met  at  10.35  a.  m.    Members  present:  Mr.  Walker 

Siairman),  and  Messrs.  Brosius,  McGleary,  Spalding,  Calderhead,  Hill, 
bb  of  Missouri,  Cobb  of  Alabama,  Black,  Newlands,  and  Hendrick. 

STATEMENT  OF  HOV.  MABBIOTT  BB08IU8. 

Hon.  Marriott  Brosius,  of  Pennsylvania,  a  member  of  the  committee, 
addressed  the  committe  in  advocacy  of  bill  H.  E.  7247. 

[H.  £.  7247,  Fifty-fourth  Congress,  first  session.] 

A  BTLL  to  Increase  the  circulation  of  national  banks  and  promote  tho  redemption  of  legal-tender  and 

United  States  Treasury  notes. 

Be  it  enaeted  by  the  Senate  and  House  of  Mepresentativee  of  the  United  States  of  America 
in  Congress  assembled.  That  upon  deposits  by  national  banking  associations  of  United 
States  bonds,  bearing  interest  as  provided  by  law  under  the  provisions  of  sections 
fifty-one  hundred  and  fifty -nine  and  fifty-one  hundred  and  sixty  of  the  Revised  Stat- 
utes, such  associations  shall  be  entitled  to  receive  from  the  Comptroller  of  tho  Cur- 
rency circulating  notes  of  different  denominations  in  blank,  registered  and  counter- 
signed as  provided  by  existing  law,  equal  in  face  value  to  the  full  par  value  of  the 
bonds  80  deposited;  and  national  banking  associations  now  having  bonds  on  deposit 
for  the  security  of  circulating  notes  less  in  face  value  than  the  par  value  of  the  bonds. 
or  which  may  hereafter  have  such  bonds  on  deposit,  shall  be  entitled,  upon  due  appli- 
cation to  the  ComptroUer  of  the  Currency,  to  receive  additional  circulating  notes  in 
blank  to  an  amount  which  will  increase  the  aggregate  value  of  the  cironlatinf^  notes 
held  by  such  associations  to  the  par  value  of  the  bonds  de]M>sited,  such  additional 
notes  to  be  held  and  treated  in  the  same  way  as  circulating  notes  of  national  bank- 
ing associations  heretofore  issued,  and  subject  to  all  the  provisions  of  existing  law 
affecting  such  notes:  Provided,  That  nothing  herein  contained  shall  be  construed  to 
modify  or  repeal  the  provisions  of  sections  fifty-one  hundred  and  sixty-seven  and  fifty- 
one  hundred  and  seventy- one  of  the  Revised  Statutes,  authorizing  the  Comptroller 
of  the  Currency  to  require  additional  deposits  of  bonds  or  of  lawful  money  in  case 
the  market  value  of  the  bonds  held  to  secure  the  circulating  notes  shall  fall  below 
the  par  value  of  the  circulating  notes  outstanding  for  which  such  bonds  may  be 
deposited  as  security. 

Src.  2.  That  every  such  association  having  a  circulation  secured  by  a  deposit  of 
bonds  as  required  by  law  shall,  in  lieu  of  the  tax  assessed  upon  the  circulation  of 
national  banks  under  existing  law,  pay  to  the  Treasury  of  the  United  States  on  the 
first  day  of  January  of  each  year  a  duty  of  one-fourth  of  one  per  centum  upon  the 
average  amount  of  its  notes  in  circulation  during  the  previous  year,  and  in  all  other 
respects  the  said  bonds  and  the  circulation  secured  by  them  shall  be  subject  to 
existing  law. 

Sec.  3.  That  section  fifty-one  hundred  and  thirty-eight  of  the  Revised  Statutes  is 
hereby  so  amended  as  to  read  as  follows : 

''Sec.  5138.  No  association  shall  bo  organized  with  a  less  capital  than  one  hundred 
thousand  dollars;  except  tiiat  banks  with  a  capital  of  not  less  than  fifty  thousand 
dollars  may.  with  the  approval  of  the  Secretary  of  the  Treasury,  be  organized  in 
any  place,  tne  population  of  which  does  not  exceed  six  thousand  inhabitants;  and 
except  that  banks  with  a  capital  of  not  less  than  twenty-five  thousand  doUars  may, 
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with  the  sanction  of  the  Secretary  of  the  Treasury,  he  organized  in  any  place,  the 
population  of  which  does  not  exceed  three  thousand  inhabitants.  No  association 
shall  be  organized  in  a  city,  the  population  of  which  exceeds  fifty  thousand  persons, 
with  a  capital  of  less  than  two  hundred  thousand  dollars." 

Sec.  4.  That  the  sum  of  one  hundred  million  dollars  in  gold  coin  and  one  hundred 
million  dollars'  worth  of  silver  bullion  at  its  market  price  on  the  said  first  day  of 
July,  anno  Domini  eighteen  hundred  and  ninety-six,  shall  be  set  apart  by  tlie  Secre- 
tary of  the  Treasury  and  thereafter  kept  separate  and  apart,  and  a  separate  account  .-^ 
kept  thereof,  as  a  reserve  redemption  fund  for  the  exclusive  purpose  of  carrying  into 
effect  the  provisions  of  this  Act  and  to  be  used  for  no  other  purpose. 

Skc.  5.  That  on  and  after  the  first  day  of  July,  anno  Domini  eighteen  hundred 
and  ninety-six,  the  Secretary  of  the  Treasury  shall  redeem  in  gold  coin  or  silver 
bullion  at  its  market  value  on  the  day  of  redemption  at  the  option  of  the  Secretary, 
or  in  silver  coin  at  the  option  of  the  holder,  any  outstanding  United  States  legal- 
tender  notes  and  Treasury  notes  issued  under  the  act  entitled  "An  act  directing  the 
purchase  of  silver  bullion  and  the  issue  of  Treasury  notes  thereon,  and  for  other 
purposes,"  approved  July  fourteenth,  eighteen  hundred  and  ninety,  on  their  presen- 
tation for  redemption  at  the  office  of  the  assistant  treasurer  of  the  Uuited  States  in 
the  city  of  New  York  in  sums  of  not  less  than  fifty  dollars:  Provided,  That  if  the 
Secretary  of  the  Treasury  exercise  the  option  to  redeem  said  notes  in  silver  bullion ; 
he  shall  issue  a  certificate  of  deposit  for  the  sum  of  the  notes  so  presented  payable 
at  one  of  the  mints  of  the  United  States  in  an  amounts  of  silver  bullion  equal  in 
value  on  the  date  of  said  certificate  to  the  number  of  dollars  stated  therein  at  the 
market  price  of  silver,  to  be  determined  by  the  Secretary  of  the  Treasury  under 
rules  and  regulations  prescribed,  based  upon  the  price  current  in  the  leading  silver 
markets  of  the  world :  Provided,  That  the  Secretary  of  the  Treasury  shall  coin  into 
standard  silver  dollars  as  much  of  the  silver  bullion  in  the  reserve  redemption  fund 
from  time  to  time  as  may  be  necessary  to  redeem  notes  which  may  be  presented  for 
silver  coin  redemption ;  or,  at  his  discretion,  he  may  use  any  free  silver  coin  in  the 
Treasury  for  the  purpose  of  said  redemption  when  the  condition  of  the  Treasury 
will,  in  his  j  udgment,  justiJ^  it :  And  provided  further,  That  when  the  Treasury  notes 
issued  for  the  purchase  of  silver  under  the  act  of  July  fourteenth,  eighteen  hundred 
and  ninety,  are  redeemed  iu  silver  bullion  or  coin  they  shall  not  be  reissued,  but 
shall  be  canceled  and  retired.  J^ 

Sec.  6.  That  to  enable  the  Secretary  of  the  Treasury  to  maintain  the  gold  portion 
of  the  reserve  redemption  fund  required  by  this  act,  he  is  authorized  to  use  any 
sur])lns  revenue  in  the  Treasury  not  otherwise  appropriated,  and  to  issue,  sell,  and 
dispose  of,  at  not  less  than  par,  coupon  or  registered  bonds  of  the  United  States  in 
such  form  as  he  may  prescribe  and  in  denominations  of  fifty  dollars  or  some  multiple 
of  that  sum,  to  an  amount  sufficient  for  the  object  stated  in  this  section,  bearing 
not  to  exceed  three  per  centum  interest  per  annum,  payable  semiannnally,  and 
redeemable  at  the  pleasure  of  the  United  States  in  coin  after  five  years  from  their 
dat«,  and  payable  in  twenty  years  after  their  date,  with  like  qualities,  privileges, 
and  exemptions  not  inconsistent  with  the  provisions  of  this  act,  as  are  prescribed  in 
act  entitled  ''An  act  to  authorize  the  refunding  of  the  national  debt,''  approved 
July  fourteenth,  eighteen  hundred  and  seventy:  Provided,  That  nothing  iu  tnis  act 
shall  be  construed  to  repeal  or  modify  an  act  approved  May  thirty-first,  eighteen 
huudred  aud  seventy -eight,  entitled  "An  act  to  forbid  the  further  retirement  of  the 
United  States  legal-tender  notes."  Whenever  the  Secretary  of  the  Treasury  shall 
offer  for  sale  any  of  the  bonds  authorized  by  this  act  or  by  the  resumption  act  of 
eighteen  hundred  and  seventy-five,  he  shall  advertise  the  same  and  authorize  sub- 
scriptions therefor  to  be  made  at  the  Treasury  Department  and  at  the  subtreasuries 
and  designated  depositories  of  the  United  States. 

Skc.  7.  That  to  enable  the  Secretary  of  the  Treasury  to  maintain  the  silver  portion 
of  the  said  reserve  redemption  fund,  he  is  authorized  to  purchase  silver  DuUion 
at  the  market  price,  not  exceeding  one  dollar  for  three  hundred  and  seventy-one 
and  twenty-five  one-hnndredths  grains  of  pure  silver,  and  to  pay  for  the  same  out  of 
any  money  in  the  Treasury  not  otherwise  appropriated,  or  at  his  option  to  issue  in 
payment  therefor  Treasury  notes  of  the  United  States  of  the  same  form,  character, 
and  denominations  and  with  all  the  rights,  qualities,  and  privileges  not  inconsistent 
with  the  provisions  of  this  act,  which  are  prescribed  for  Treasury  notes  of  the  United 
States  in  an  act  entitled  *  'An  act  directing  the  purchase  of  silver'bullion  and  the  issue  ^^ 

of  Treasury  notes  thereon,  and  for  other  purposes,"  approved  Julv  fourteenth,  eight- 
een huudred  and  ninety:  Provided,  That  no  silver  bulliou  or  foreign  silver  coins 
imported  into  this  country  or  bars  resulting  from  melted  or  refined  foreign  silver  coin 
shall  be  purchased  under  the  provisions  of  this  act. 

Sec.  8.  That  a  sum  sufficient  to  carry  out  the  provisions  of  this  act  is  hereby 
appropriated  out  of  any  money  in  the  Treasury  not  otherwise  appropriated. 

Skc.  9.  That  all  acts  and  parts  of  acta  inconsistent  with  the  proyisions  of  this  aot 
are  hereby  repealed. 
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Mr.  Brosias  addressed  the  committee  as  follows: 

Mb.  Ohaibman  and  Gentlemen  of  the  Gokhittee  :  It  is  a  safe 
principle  in  legislation  never  to  change  existing  law  nntil  it  is  demon- 
strably clear  that  some  evil  exists  which  requires  a  remedy.  Purely 
experimental  legislation  is  always  to  be  deprecated,  and  in  no  case 
should  the  legislative  remedy  exceed  the  evil  which  calls  it  forth. 
That  this  country  is  suffering  from  financial  or  other  ills  which  need 
curative  legislation  may  be  admitted.  If  there  were  any  considerable 
unity  among  us  as  to  the  character  and  cause  of  our  financial  ills,  there 
would  be  some  hope  of  achieving  legislation  tending  to  cure  them.  In 
our  efforts  in  this  behalf  we  are  severely  hampered  by  a  confusion  of 
tongues  which  is  perhaps  without  a  parallel  since  the  lingual  curse 
of  Babel.  My  purpose  in  the  desultory  observations  I  shall  be  able  to 
submit  is  to  point  out  the  real  difficulties  which  afflict  the  finances 
of  the  country,  and  the  cause  of  them,  and  to  show,  first,  how  entirely 
fllusory  are  most  of  the  propositions  which  have  been  formulated  and 
submitted  to  this  committee  as  remedial  measures,  and,  in  the  second 
place,  that  our  disease  has  not  become  so  inveterate  as  to  resist  all 
treatment.  Proper  remedies  will  restore  the  patient;  unsuitable  ones 
are  likely  to  prove  abortive,  and  will  probably  increase  the  difficulties 
rather  than  relieve  them. 

In  considering  a  situation  as  complex  in  its  causes  and  as  hurtful  in 
its  consequences  as  the  present  monetary  situation,  it  may  help  us  to 
arrive  at  a  conclusion  as  to  what  are  the  real  causes  of  the  difficulty  by 
bringing  into  distinct  view  some  alleged  causes  which  have  in  fact  had 
very  little,  if  any,  agency  in  its  production. 

The  chief  difficulty  which  plagues  the  country  and  distresses  the 
Secretary  of  the  Treasury  is  that  he  can  not  keep  up  the  gold  reserve. 
Institutions  and  individuals  are  constantly  presenting  paper  for  gold 
redemption,  and  foreign  exchange  is  at  a  rate  which  makes  it  profitable 
to  export  gold  rather  than  purchase  foreign  bills  of  exchange.  In  my 
judgment,  the  origin  of  this  difficulty  is  not  to  be  found  in  any  defect 
in  our  national  banking  system,  but  in  a  totally  different  quarter.  It 
is  no  more  involved  in  the  note-issuing  function  of  our  national  banks 
than  it  is  in  the  Turkish  massacre  of  Armenian  Ohristians.  What  is 
the  trouble  with  our  banking  system?  For  over  thirty  years  that  sys- 
tem has  been  in  successful  operation.  The  law  has  remained  substan- 
tially the  same  through  all  that  period.  No  other  system  ever  in  vogue 
in  this  country  has  been  comparable  with  it  in  subserving  successfiiUy 
the  ends  of  a  banking  system.  The  benefits  it  has  conferred,  the  bless- 
ings it  has  bestowed  upon  our  people,  are  beyond  the  power  of  human 
calculation.  It  has  supplied  us  with  a  currency  which  meets  the 
requirements  of  the  five  points  of  currency  Calvinism,  upon  which  we 
should  insist  as  the  standard  of  our  financial  faith,  namely,  safety, 
uniformity,  convertibility,  sufficiency,  and  elasticity.  In  latter  years  it 
is  said  that  it  has  failed  in  the  last  of  the  requisites  named,  and  to  some 
extent  in  the  one  preceding  the  last.  Its  national  character  made  it 
the  pride  of  our  people.  Its  uniformity  promoted  their  convenience. 
Its  safety  made  it  equally  valuable  and  equally  current  in  all  parts  of 
the  Union.  If  it  lacked  in  any  respect  being  as  perfect  a  device  for 
supplying  our  people  with  a  sound  paper  currency  as  the  wit  and  wis- 
dom of  man  ever  conceived,  that  lack  can  easily  be  supplied  without 
destroying  the  system  or  superseding  it  by  an  inferior  one. 
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ELASTICITY. 

The  popular  ^x>mplaint  against  our  bank  currency — and  it  is  of  com- 
paratively recent  origin — is  its  lack  of  elasticity.  It  has  even  been  said 
by  some  writers  that  elasticity  is  incompatible  with  absolute  safety. 
If  this  is  true,  then  we  are  driven  to  elect  which  we  will  have  at  the 
cost  of  the  other.  When  such  an  alternative  is  presented  to  the  Amer- 
ican people^  they  will  not  be  long  in  pronouncing  their  preference  for 
safety.  The  idea,  however,  that  safety  and  elasticity  are  incompatible 
qualities  proceeds,  in  my  opinion,  from  a  misconception  of  what  consti- 
tutes elasticity.  This,  indeed,  is  the  very  crux  of  the  whole  matter. 
The  idea  of  it  is  variously  stated  by  different  writers,  but  the  substance 
of  it,  divested  of  unnecessary  verbiage,  is  that  the  amount  of  circula- 
tion adjusts  itself  to  the  needs  of  business,  going  out  when  needed  and 
coming  in  when  the  need  has  passed.  Now,  it  is  obvious  that  to  put 
out  notes  when  the  need  arises  requires  that  they  be  on  hand  when  no 
need  exists.  The  bank  must  be  oversupplied  when  the  need  is  less  in 
order  not  to  be  undersupplied  when  the  need  is  great.  This  involves 
keeping  notes  idle  in  the  vaults  at  times,  and  unless  the  bank  can 
obtain  the  notes  on  conditions  which  will  enable  them  to  keep  them  idle 
at  times  without  too  great  loss,  elasticity  is  impossible.  The  situation 
is  developed  in  the  following  examination  of  Mr.  Butler,  president  of 
the  National  Tradesman's  Bank  of  New  Haven,  before  the  Banking 
and  Currency  Committee  of  the  last  Congress,  which  I  take  the  liberty 
of  reading : 

Mr.  Brosius.  I  desire  to  briDg  into  more  distinct  view  your  thought  npon  the  real 
nature  of  the  difficulty  of  inelasticity  in  our  present  banKing  currency.  If  I  under- 
stand you,  the  chief  difficulty  is  that  in  order  to  have  an  elastic  paper  currency  the 
banks  must  be  able  to  keep  on  hand  at  times  a  greater  amount  than  is  needed  in 
order  to  have  it  to  use  at  other  times  when  the  need  is  greater f 

Mr.  BuTLKR.  Yes,  sir. 

Mr.  Brosius.  The  portion  of  the  currency  which  the  banks  are  required  to  hold 
idle  must  not  cost  tnem  to  much.  Under  the  present  system  you  say  it  costs  the 
banks  too  much  to  hold  any  amount  of  idle  notes  for  issue  when  the  need  inereases. 

Mr.  Butlrr.  That  is  correct. 

Mr.  Brosius.  That  is  the  idea,  is  itf 

Mr.  Butlbr.  Yes,  sir. 

Mr.  Brosius.  Then  in  order  to  have  the  volume  of  currency  sufficiently  elastic  the 
banks  must  eet  that  currency  gratuitously ;  they  can  not  afford  to  pay  anything  for 
it.    Is  that  the  ideaf 

Mr.  Butler.  They  can  not  afford  to  pay  very  much  for  it. 

Mr.  Brosius.  When  the  banks  themselves  issue  the  notes,  as  proposed  in  your  plan, 
that  costs  them  nothing f 

Mr.  Butler.  No. 

Mr.  Brosius.  And  when  the  notes  are  required  to  lie  idle  in  the  bank,  there  is  no 
expenditure  to  the  bank? 

Mr.  Butler.  That  is  correct. 

Mr.  Brosius.  But  they  have  to  spend  a  part  of  their  capital  for  the  bonds  to  secure 
their  notes,  and  that  costs  them  too  much.    Is  that  the  ideaf 

Mr.  Butler.  That  is  correct. 

Mr.  Brosius.  Now,  suppose  the  bonds  of  the  Government  were  sufficiently  abun- 
dant to  be  obtainable  with  ease,  and  that  they  paid  a  sufficient  interest,  so  that  the 
banks  could  afford  to  hold  in  their  vaults  at  all  times  a  sufficient  amount  of  currency 
to  use  when  the  need  increased — you  understand  mef 

Mr.  Butler.  Yes,  sir. 

Mr.  Brosius  (contiuuing).  Without  any  loss  to  the  bank;  then  the  elasticity  would 
not  be  diminished,  because  the  currency  would  be  based  upon  Government  bonds  as 
security. 

Mr.  Butler.  On  the  condition  that  the  bonds  carried  the  rate  of  interest  that  the 
bank  must  make  on  its  loans,  and  only  on  that  condition. 

It  is  thns  evident  that  elasticity  does  not  concern  itself  with  the 
source  from  which  the  notes  emanate,  nor  the  character  of*  the  security 
behind  them^  but  only  about  the  fact  of  their  presence  or  absence  when 
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needed.  The  authority  to  issae  notes  and  the  incentive  to  do  so  rescdt 
in  the  act  of  issue.  From  the  union  of  power  and  profit  springs  elas- 
ticity. Any  system  of  banks,  whether  national  or  State,  which  has 
authority  to  issue  notes,  and  there  is  sufficient  incentive  in  the  profits 
to  do  so,  will  supply  an  elastic  currency.  The  note  in  bank  waiting  to 
be  used,  whether  it  is  issued  on  Government  bonds  or  against  the  credit 
of  the  bank,  goes  out  to  meet  a  demand  and  returns  when  the  demand 
ceases.  If  the  note  is  not  there,  because  the  bank  could  not  afford  to 
keep  it  in  waiting,  or  for  any  other  reason,  the  need  goes  unmet,  and 
the  currency  is  inelastic  because  it  does  not  a^ust  Itself  to  the  needs 
of  business. 

The  conditions  of  elasticity  may  be  present  in  a  bank  without  any 
circulation  at  all  if  its  deposits  supply  all  the  money  it  can  use.  The 
Mechanics'  National  Bank  of  Kew  York,  with  $30,000,000  of  deposits, 
needs  no  circulation.  There  is  always  money  on  hand  to  meet  any  need 
that  arises;  and  money  that  costs  them  nothing  they  can  afford  to  hold 
to  meet  the  coming  need. 

So  that,  on  reason  and  principle,  the  conclusion  is  irresistible  that 
if  the  cost  of  carrying  a  circulation  is  not  too  great,  and  bonds  can  be 
supplied  that  will  yield  a  rate  of  interest  that  will  make  it  profitable 
tor  banks  to  issue  notes,  they  will  be  issued  to  meet  the  demands  of 
business,  and  we  will  have  an  elastic  currency.  But  the  conclusions 
of  reason,  as  we  would  expect,  are  confirmed  by  exi)erience  and  obser- 
vation, and  accordingly  we  find  that  during  the  period  when  the  interest 
on  bonds  was  high  enough  to  make  it  profitable  to  carry  sufficient  cir- 
culation, there  was  no  complaint  of  lack  of  elasticity,  and  circulation 
steadily  increased  until  it  reached  the  sum  of  over  $360,000,000  in  1882. 
That  it  subsequently  diminished  and  became  somewhat  less  elastic  was 
due  to  the  cost  of  the  bonds  and  their  reduced  interest,  making  it 
expensive  to  carry  more  circulation  than  could  be  used  at  all  times. 

A  OLOUD  OF  WITNESSES. 

In  support  of  these  views  and  of  the  general  excellence  of  our  bank- 
ing system,  I  take  the  liberty  of  reading  some  extracts  from  the  reports 
of  the  Comptrollers  of  the  Currency  from  1880  down  to  the  present. 

John  J.  Knox,  Comptroller  of  the  Currency  in  the  years  1880  to  1883 
inclusive,  said : 

The  political  economists  of  the  world  regarded  the  resamption  of  specie  payments 
with  so  little  £^old  and  so  mnch  paper  as  impossible.  No  countty  had  ever  won  such 
an  achievement.  They  said  no  nation  maintains  at  par  a  convertible  currency  which 
has  not  in  its  banks  or  among  its  people  an  equal  amount  of  coin.  From  the  date  of 
resumption  onr  gold  holdings  increased,  coming  in  from  abroad  in  payment  of  exports. 
It  has  been  the  practice  for  a  long  time  for  large  sums  of  money  to  be  annually  drawn 
from  the  banks  of  New  York  by  the  banks  in  the  interior  for  the  purchase  and  ship- 
ment of  grain  and  other  products.  The  banks  in  the  West  and  South  supply  the 
grain  buyers  with  money,  who  pay  it  to  the  fanners  and  by  them  it  is  disbursed  to 
the  country  merchants.  It  then  goes  tp  the  wholesale  merchants  in  the  larger  cities 
of  the  interior  by  whom  it  is  deposited  m  the  banks  and  returned  again  to  the  money 
centers  of  the  East. 

No  nation  has  ever  authorized  the  organization  of  banks  under  a  general  banking 
law  with  the  right  to  issue  notes  proportionate  to  capital,  except  under  a  restriction 
requiring  a  deposit  with  the  Government  as  the  basis  for  the  issue  of  such  notes. 
Banks  organized  under  special  charters  with  large  capital  might  safely  issue  such 
notes  properly  guarded.  Under  the  Suffolk  and  safetv-fund  systems,  held  to  be  the 
safest  ana  best  next  to  the  national  banking  system,  the  annual  losses  were  consid- 
erable even  in  New  England.  The  failure  of  the  bank  to  pay  its  notes  would  throw 
discredit  on  the  whole  volume  of  the  currency.  It  would  be  better  that  the  circula- 
tion should  diminish  in  volume  than  that  the  issue  should  be  increased  at  the  risk  of 
placing  in  the  hands  of  the  poorer  classes  uncurrent  and  irredeemable  circulation,  or 
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to  give  to  circnlation  issued  by  nnscrapnlons  men  an  opportunity  to  use  an  excellent 
system  of  banking  for  bad  parposes.  I  think  as  long  as  we  have  enough  United  States 
bonds  outstanding  legislation  should  be  shaped  so  as  to  continue  them  in  ase  as  a 
basis  for  national-bank  circulation. 

Henry  W. Cannon,  Comptroller  in  the  years  1884  and  1885,  said: 

There  is  no  doubt  that  the  national  banking  system  has  been  of  great  value  to  this 
country  in  many  ways  other  than  the  supplying  of  a  sound  and  almost  perfect  paper         -^ 
currency.    This  form  of  currency,  which  can  be  increased  or  diminished  in  accord-  ^ 

ance  with  the  natural  laws  which  control  business,  should  be  continued  in  pref- 
erence to  any  other  now  permitted  by  law.  It  is  extremely  doubtful  whether  after 
the  en»erience  of  the  last  twenty  years  the  people  would  be  satisfied  with  a  cur- 
rency based  on  any  security  other  than  United  States  bonds. 

The  redaction  of  circulation  of  national  banks  has  been  due,  in  addition  to  the 
call  of  bonds,  to  these  canses :  Small  profit  remaining  to  national  banks  on  circula- 
tion ;  reduction  in  rates  of  interest  throughout  the  country  occasioned  by  the  abun- 
dance of  money  in  the  financial  centers ;  uneasiness  among  bankers  as  to  the  outcome 
of  the  increase  of  silver  in  the  Treasury,  indicating  that  possibly  the  interest  on  the 
public  debt  and  some  portion  of  the  principal  might  be  paid  in  standard  silver  dol- 
lars and  Government  bonds  might  thereby  become  depreciated  in  foreign  markets, 
which  would  affect  their  price  in  this  country. 

William  L.  Trenholm,  Comptroller  from  1886  to  1888,  inclasive,  said: 

As  long  as  the  bonds  remain  the  national-bank  currency  wiU  continue  to  enjoy  the 
confidence  of  the  public.  The  national  banking  system  will  always  stand  splendid 
in  history  as  an  example  of  financial  skill,  successful  under  very  difi&cult  circum- 
stances. The  Treasury  will  be  in  a  better  position  than  now  to  maintain  silver  coin- 
age at  par  with  gold.  The  banks  will  hold  specie  more  largely  than  now,  and  this 
will  relieve  the  strain  on  the  Treasury.  Our  national  banks  are  the  best  that  ever 
existed  in  this  or  any  other  country. 

Edward  8.  Lacey,  Comptroller  of  the  Currency  from  1889  to  1891, 
inclnsive,  said : 

The  history  of  national  banks  shows  that  the  system  is  not  only  adapted  to  the 
changed  conditions  developed  by  the  lapse  of  a  quarter  of  a  century,  but  is  also  suited 
to  the  wants  of  the  inhabitants  of  widely  separated  States,  living  under  varied  social 
conditions  and  transacting  business  in  accordance  with  customs  as  dissimilar  as  climate 
and  race  differences  can  produce  on  this  continent.  It  is  the  most  extensive,  com- 
plete, and  successful  banking  system  that  has  ever  existed  in  any  country.  Has  any 
other  ever  furnished  such  complete  security  to  depositors,  such  low  rates  of  interest 
to  borrowers,  and  such  prompt,  reliable,  and  cheap  service  in  the  way  of  coUections 
and  exchanges!  Has  any  other  ever  furnished  a  superior  circulation  to  the  people, 
or  done  more  to  unify  and  harmonize  the  financial  interests  of  aU  portions  of  the 
country! 

The  retirement  of  bank  notes  is  rendering  our  circulation  less  elastic.  Its  volume 
should  automatically  expand  and  contract  so  as  to  adjust  itself  to  the  varying 
requirements  of  business.  This  can  be  best  accomplished  by  the  redemption  of  paper 
money  durinp^  periods  of  diminished  activity,  and  a  corresponding  reissue  when  the 
movement  oi  crops  and  other  causes  make  an  expansion  necessary.  Such  an  adjust- 
ment was  facilitated  by  the  use  of  national-bank  notes,  for  the  reason  that  they  did 
not  possess  the  legal- tender  quality,  nor  were  they  available  for  lawful  money  reserves 
by  the  banks.  Hence,  when  a  decreased  volume  of  busiuess  caused  currency  to 
accumulate  in  the  reserve  cities,  national -bank  notes,  being  unavailable  for  reseVve, 
were  presented  to  the  Treasury  of  the  United  States  for  redemption.  Their  tempo- 
rary retirement  was  followed  by  reissue,  and  a  healthy  expansion  resulted  when  an 
increased  circulation  was  demanded.  The  coin  and  paper  money  of  the  Government 
is  inelastic  because  it  possesses  the  legal«tender  quality  and  is  available  fox  lawful 
money  reserves. 

A.  B.  Hepburn,  Comptroller  of  the  Currency  in  1892,  said: 

The  Government,  in  the  very  nature  of  things,  can  not  supply  an  elastic  currency.  '^ 

The  national  banks  can  and  have  supplied  this  want  fully  and  completely.  Large 
appreciation  of  the  price  of  United  States  bonds,  long  depreciation  in  rateis  of  inter- 
est, and  onerous  taxation  have  made  circulation  unprofitable,  and  the  volume  has 
fallen  from  $362,889,134,  on  September  30, 1882,  to  less  than  $200,000,000  in  1895.  All 
solicitude  as  to  what  shall  serve  as  a  basis  for  circulation  when  Government  bonds 
cease  to  exist  is  premature.  There  is  likely  to  be  no  reduction  in  the  near  future  in 
the  amount  of  bonds.  There  is  money  enouffh,  and  everybody  can  get  it  who  has 
an  equivalent  value  to  give  for  it.  Any  bank  in  any  part  of  the  country  can  have 
money  shipped  to  it  at  a  cost  of  15  cents  per  thousand  dollars  in  paper;  but  such 
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bank  mnst  haye  the  collaterals  or  of  conrse  it  can  not  get  the  money.  Right  here 
is  the  trouble.  The  clamor  for  more  money  comes  from  the  newer,  less  developed 
sections  of  the  country,  and  from  people  who  have  nothing  to  sell  that  anyone  wants 
to  buj^y  or  their  secarities  are  not  satisfactory.  People  can  always  borrow  on  good 
security.  People  with  any  equivalent  of  money  can  get  it.  The  law  ought  to  be 
changed  so  as  to  allow  the  deposit  of  $1,000  in  bonds  as  a  minimum.  Our  nationid 
banks  have  given  our  country  the  best  currency  and  the  best  commercial  service  it 
has  ever  had,  and  the  good,  solid  business  of  the  country  can  be  relied  upon  to  protect 
and  preserve  the  system. 

James  H.  Eckels,  Comptroller  of  the  Currency  from  1893  to  the  present 
time^  in  his  report  for  1893  said: 

Aside  from  the  recommendations  I  have  made  to  relieve  the  banks  of  their  burdens, 
the  public  good  will  be  best  subserved  at  this  time  by  making  no  radical  change  in 
the  provisions  of  the  law.  The  financial  situation  of  the  past  months  was  not  the 
result  of  either  a  lack  in  the  volume  of  currency  or  a  want  of  elasticity  in  the  pres- 
ent system  of  issuing  it,  but  came  from  loss  of  confidence  on  the  i)art  of  the  people 
in  the  solvency  of  tne  monetary  institutions  of  the  country.  It  is  worthy  of  note 
and  of  serious  consideration  that  at  the  very  time  the  scarcity  of  the  currency  for 
business  purposes  was  at  its  height  the  country's  volume  of  currency  was  increasing 
the  most  rapidly  and  the  amount  per  capita  was  the  largest.  Under  the  conditions 
which  existed  f(om  May  to  September  no  system,  no  matter  how  elastic,  or  volume 
of  currency,  however  large,  could  afford  relief. 

In  his  report  for  1894  Comptroller  Eckels  said : 

The  complaint  made  against  the  present  system  is  that,  lacking  in  elasticity  of 
issue,  it  fails  to  meet  as  fully  as  it  ought  the  varying  wants  of  the  country's  trade. 
This  defect  must  attach  to  every  scheme  for  currency  issued  by  the  banks  against  a 
deposit  of  bonds  the  market  value  of  which  fluctuates  while  the  percentage  of  issue 
remains  the  same.  It  is  safe  to  say  that  a  note-issuing  bank's  best  assets  are  its 
good  business  notes  falling  due  and  paid  each  day. 

It  is  worthy  of  note  that  this  is  the  first  intimation  from  any  Comp- 
troller that  currency  based  upon  bonds  deposited  could  not  be  elastic. 
In  his  report  for  1895  Comptroller  Eckels  said: 

It  might  be  well  for  Congress  to  make  it  more  profitable  for  banks  to  issue  notes. 
National  banks  would  largely  increase  their  circulation  if  the  embarrassments  aris- 
ing from  the  needless  locking  up  of  a  large  part  of  their  capital  and  the  lessened 
{profit  through  taxation  did  not  confront  them.  They  certainly  would  do  so  if  the 
egal-tender  issues  of  the  Government  were  paid  and  canceled  and  the  channel  now 
(dogged  by  them  freed  for  bank-note  circulation.  It  has  been  demonstrated  that 
issues  made  direct  by  Governments  are  expensive,  and  under  every  circumstance  a 
source  of  danger  and  loss  to  the  people's  interests.  No  clearer  proof  of  this  could  be 
had  than  that  furnished  by  the  dimcnlties  which  we  have  witnessed  on  the  part  of 
this  Government  in  its  efforts  to  maintain  the  fuU  credit  of  its  practically  limitless 
amount  of  demand  obligations. 

There  are  two  additional  testimonials  I  would  like  to  add  to  this 
imposin g  array  of  competent  witnesses.  Before  reading  them,  however, 
I  will  ask  your  attention  to  a  passage  in  the  address  of  our  honored 
chairman  before  the  committee  on  February  17  last.  He  then  said,  on 
page  9  of  his  printed  address,  speaking  of  our  national-bank  currency: 

This  is  not  an  elastic  currency.  It  is  a  ''freak  currency ; ''  a  currency  used  against 
the  }>eople;  and  wholly  in  the  interest  of  the  banks;  a  currency  issued  when  the 
people  de  not  need  the  money  and  can  not  nse  it,  to  be  withdrawn  when  the  people 
do  need  the  money  and  can  use  it. 

This  rivals  the  famous  strictures  of  Tooke,  one  of  the  most  noted 
economists  of  his  time,  on  the  Bank  of  England.  In  his  great  work  on 
the  history  of  prices,  he  said : 

The  Bank  of  England  is  one  of  the  most  wanton,  ill-advised,  pedantic,  and  rash 
pieces  of  legislation  that  has  ever  come  within  my  observation. 

Criticisms  of  this  character  remind  one  of  Sydney  Smith's  complaint 
of  the  solar  system.    He  said  to  his  friend  Jeffirey : 

D— n  the  solar  system;  bad  light,  planets  too  distant,  pestered  with  comets. 
Feeble  contrivance.    Could  make  a  better  with  ease. 
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I  desire  now  to  read  a  paragraph  from  a  small  book  published  by  a 
gentleman  who  is  perhaps  better  informed  upon  the  subject  of  finance 
than  auy  other  person  connected  with  either  branch  of  Congress.  I 
refer  to  the  distinguished  chairman  of  our  Committee  on  Banking  and 
Currency,  Hon.  J.  H.  Walker.  I  find  it  in  a  small  work  which,  in  my 
judgment,  contains  the  clearest  and  most  satisfactory  explanation  of  ^ 
the  rudimentary  principles  of  banking  and  finance  that  I  have  any-  ^ 
where  found.  I  read  from  the  1891  edition  of  the  book  entitled  Money, 
Trade,  and  Banking: 

No  financial  contrivance  at  the  present  time  in  any  more  tlioronghly  the  nataral 
product  of  past  experience  than  the  national-bank  ByBtem  of  the  United  States. 
Every  consideration  urges  its  extension,  with  some  slight  modifications,  to  the 
extent  of  supplying  all  the  circulating  demand  notes,  as  it  does  now  all  the  bank- 
ing facilities  required  by  the  business  of  the  country.  Its  creation  was  but  putting 
into  the  form  of  statute  law  the  recognized  conditions  of  safe  banking,  and  prohib- 
iting any  other.  The  universal  acquiescence  and  approval  of  the  system  recog- 
nizes the  certainty  of  the  continuance  of  what  now  is,  because  it  is  the  result  of 
inexorable  business  laws,  of  ages  of  business  habits. 

Worthy  in  every  way  to  be  associated  with  what  I  have  just  read 
from  the  pen  of  our  chairman  is  the  encomium  pronounced  upon  our 
national  banks  by  the  late  Hon.  Samuel  F.  Miller,  associate  justice  of 
the  Supreme  Oourt  of  the  United  States.  In  his  work  on  the  Consti- 
tution, Justice  Miller  says: 

It  is  a  matter  of  interest  which  I  can  not  forbear  to  mention  here,  that  the  present 
national-bank  system,  in  my  Judgment,  and  in  that  of  many  thinking  men,  states- 
men,  and  financiers,  is  the  best  that  the  world  has  ever  seen. 

A  banking  system  that  deserves  to  be  thus  extolled  can  not  be  wholly 
bad  at  any  point;  and  as  a  matter  of  fact  our  bank  currency  has  been  > 
subjected  to  tests  which  demonstrated  its  possession  of  a  high  degree 
of  elasticity.  No  system  of  banking  could  meet  all  exigencies.  When 
nearly  $400,000,000  of  deposits  are  withdrawn  from  the  banks  and 
pocketed  by  the  people  in  five  months,  as  was  done  in  1893,  no  freedom 
of  issue  consistent  with  safety  would  supply  the  need.  It  requires 
more  them  a  flood  of  currency  to  relieve  a  panic.  In  September  and 
October,  1890;  the  circulation  was  increased  nearly  $63,000,000,  yet  the 
New  York  banks  held  less  than  in  August.  It  was  hoarded  by  the  peo- 
ple. In  ten  months  from.  July  1, 1893,  the  circulation  increased  nearly 
$150,000,000,  and  then  shrank  in  a  few  months  $50,000,000  leaving  the 
increase  $100,000,000.  So  the  national  currency  has  shown  a  creditable 
capacity  to  meed  the  demands  of  trade.  From  July  12  to  October  3, 
1893,  nearly  $30,000,000  was  added  to  the  bank  circulation.  There  was 
an  increase  of  $5,250,000  of  bank  currency  from  November  1  last  to 
March  16,  and  it  is  now  up  to  $220,000,000. 

I  do  not  mean  by  emphasizing  this  aspect  of  the  subject,  as  I  have 
done,  to  overlook  or  obscure  the  idea,  which  all  students  of  finance 
must  understand,  that  the  flexibility  which  results  in  increased  issues 
is  not  a  cure  for  all  financial  ills. 

There  are  monetary  disturbances  which  are  not  helped  by  increased 
issues.  The  expansive  method  of  treating  panics  is  the  true  one  in 
some  cases ;  in  others  the  restrictive  treatment  is  more  suitable.  There 
is  no  principle  of  monetary  science  or  law  of  political  economy  which 
gives  the  slightest  countenance  to  the  idea  that  increased  bank  issues 
at  this  time  would  help  the  Treasury  difficulty.  A  situation  produced 
by  a  drain  of  gold  to  settle  foreign  balances  is  not  improved,  but  inten- 
sified, by  increasing  the  currency.  When  exchange  is  against  us,  for 
whatever  cause,  the  export  of  gold  can  be  arrested  by  a  fall  in  prices 
or  a  rise  in  the  rate  of  interest.    Beverse  the  exohangeB,  by  rendering 
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oommodities  more  advantageous  for  remittances  than  gold,  and  the 
difficulty  ceases.  Raise  the  rate  of  interest  sufficiently  to  induce  for- 
eigners to  leave  their  gold  here  for  investment,  and  the  same  result  is 
reached.  On  this  view  all  economists  and  financiers  are  agreed.  If 
H.  R.  171  or  H.  R.  6442  were  to  become  a  law,  and  all  the  currency 
which  they  are  supposed  to  be  capable  of  supplying  were  in  actual  cir- 
culation, it  would,  in  my  judgment,  greatly  retard  recovery  from  the 
present  monetary  disorder. 

NATIONAL  BANKS  AND  PROSPERITY. 

I  can  not  be  persuaded  that  a  banking  system  that  worked  so  well 
for  so  many  years  while  we  were  in  a  normal  condition  down  to  1893  or 
1893  needs  to  be  turned  down  at  this  time.  I  doubt  if  any  kind  of  a 
system  would  work  with  ideal  perfection  under  the  present  circum- 
stances. The  English  system  has  broken  down  four  times  since  1844, 
and  the  French  system  missed  fire  in  1848,  and  again  in  1870,  when 
specie  payments  were  suspended  until  1877. 

Under  our  system  as  it  is  now  the  country  enjoyed  for  many  years  a 
high — I  may  say  an  unexampled — degree  of  prosperity.  Wealth 
increased  at  an  enormous  ratio,  our  debt  was  rapidly  paid,  and  the 
United  States  became  the  greatest  debt-paying  nation  in  the  world. 
No  other  country  ever  contracted  debt  so  rapidly  or  discharged  it  with 
such  alacrity  as  our  own. 

Under  the  compulsion  of  a  patriotic  necessity,  in  the  small  space  of 
five  years  we  contracted  a  debt  of  almost  $:^,000,000,000.  Our  annual 
interest  charge  was  $150,000,000.  In  thirty  years  we  extinguished 
more  than  $2,000,000,000,000  of  that  colossal  pile,  in  addition  to  nearly 
$2,500,000,000  of  interest  and  $118,000,000  premiums  on  bonds,  making 
a  total  of  over  $4,500,000,000,  or  an  average  annual  payment  of  over 
$150,000,000  for  the  entire  period.  This,  you  will  agree,  is  debt  paying 
on  the  most  stupendous  scale  recorded  in  human  history,  and  it  has 
excited  the  wonder  and  admiration  of  the  civilized  world. 

Gladstone,  when  we  had  gone  but  a  little  way — only  twelve  years 
after  the  war^-in  this  phenomenal  experience  of  debt  paying,  speaking 
of  the  financial  sequel  to  the  great  conflict,  said : 

England  in  sixty- three  years  after  the  Napoleonic -wars  reduced  the  huge  total  of 
her  fabulons  debt  by  only  $500)000,000,  whiletthe  United  States  in  twelve  years  had 
reduced  her  debt  $790,000,000,  doing  iu  each  twelvemonth  what  England  required 
eight  years  to  do.  American  self-denial  and  wise  forethonght  have  been,  to  say  the 
least,  eightfold  onrs. 

This  was  the  homage  Gladstone  paid  to  what  he  called  the  ^^  most 
unmitigated  democracy  known  to  the  annals  of  the  world.'' 

As  Americans  our  breasts  swell  with  pride  at  the  splendid  preemi- 
nence we  have  achieved  in  this  among  the  other  manifold  triumphs 
which  have  shed  upon  our  history  a  glory  whose  luster  can  only  be 
dimmed  by  the  misfortune,  which  God  forbid,  of  the  necessity  or  the 
habit  of  increasing  instead  of  diminishing  our  national  debt  becoming 
inveterate,  or  of  settling  down  into  English  indifference  to  the  payment 
of  our  national  obligations  and  shifting  the  burden  upon  posterity, 
with  the  idea  which  prevails  in  England  that  a  great  debt  is  an  emi- 
nently respectable  institution  and  one  of  the  blessings  of  a  perfect 
constitution.  This  would  indeed  dim  the  lust.er  of  our  financial  history, 
for  it  would  be  the  dawn  of  the  day  of  disaster  to  the  pride,  prosperity, 
grandeur,  and  glory  of  the  United  States. 

For  many  years  our  gold  reserve  was  strong,  even  though  the  volume 
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of  currency  rapidly  increased.  For  many  years  our  Treasury  was  richer 
in  gold  than  any  other  in  the  world.  On  May  1, 1887,  there  was  gold 
in  thi 


X 


United  states  Treasury $275,335,000 

Bank  of  France 238,258,160 

Bank  of  England 119,513,510 

Bank  of  Germany 102,025,000 

By  reason  of  causes  not  involving  our  banking  system  recent  years      ^ 
have  witnessed  the  depletion  of  our  gold  reserve  and  its  accumulation 
in  the  European  banks,  as  the  following  statement  shows : 

Gold  holdings  of  the  European  banks  at  the  dates  stated: 

December  31, 1890 $890,000,000 

December  31, 1891 1,112,400,000 

December  31, 1892 1,232,000,000 

December  31, 1893 1,217,000,000 

December  31, 1894 1,400,000,000 

December  31, 1895 1,532,000,000 

These  are  all  note-issuing  banks,  and  the  hoarding  is  about  at  an  end. 
This  increase  of  gold  is  not  accompanied  by  a  proportionate  increase  of 
note  issues.  This  means  that  the  gold  is  idle.  The  Bank  of  France 
increased  its  stock  of  gold  $75,000,000  in  1892,  and  in  January,  1893, 
its  note  issues  were  so  nearly  covered  by  gold  and  silver  tliat  to  avoid 
paying  out  specie  it  applied  to  the  Government  for  authority  to  issue 
600,000,000  francs  more  of  its  notes.  On  January  23, 1896,  it  had  87 
francs  in  gold  and  silver  for  every  100  of  notes  outstanding,  and  the 
circulation  was  3,627,000,000  francs.  The  Bank  of  Germany  had  on 
January  15, 1896,  79  marks  of  gold  and  silver  for  every  100  marks  of 
notes  outstanding,  with  a  circulation  of  1,136,800,000  marks.  The  Bank 
of  England  on  January  23, 1896,  had  in  banking  and  issue  department 
188  pounds  in  gold  for  every  100  pounds  outstanding  notes.^  There  is 
thus  a  glut  of  gold  in  the  European  banks.  This  mass  of  metal  has 
grown  beyond  profitable  banking  limits,  and  beyond  any  necessary  limit 
of  security  to  note  holders.  In  my  opinion  these  banks  have  arrived 
at  a  turn  in  the  way,  and  soon  this  gold  will  begin  to  diffuse  itself  and 
we  will  get  our  share  of  it. 

CAUSES  OF  OUB  FINANCIAL  DIFFICULTIES. 

The  chief  evil  in  our  monetary  system  which  afflicts  us  at  this  time, 
and  with  which  we  have  to  grapple,  is  not,  as  we  have  seen,  one  that 
had  its  origin  in  any  defect  in  'our  banking  system,  but  in  a  totally 
different  quarter.  It  is  a  difficulty  which  involves  Government  finance 
rather  than  banks.  Its  real  origin  is  found  beyond  any  question  in  a 
lack  of  confidence  and  cash.  A  prevailing  distrust  of  the  power  of 
the  Government  to  redeem  its  paper  in  gold  and  a  progressively  dimin- 
ishing revenue  have  resulted  in  an  adverse  balance  of  trade,  which  is 
drawing  our  reserves. 

These  causes  are  fully  adequate  to  produce  the  consequences  which 
have  ensued,  and  whether  there  be  others  it  is  unnecessary  to  inquire, 
unless  we  undertake  as  vain  a  task  as  the  surgeon  who,  having  found 
in  the  case  of  his  patient  two  iiyuries  which  were  fatal,  pursued  the 
investigation  of  a  third,  and  replied  to  an  inquiry  as  to  whether  the 
injuries  were  fatal,  *'Two  of  fhem  are  certainly  fatal,  and  as  to  the  third, 
time  alone  will  tell.'' 


1  So  stated  by  George  Butledge  Gibson  in  The  Bond  Record  for  March,  1896. 
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I  am  not  sore,  though  I  do  not  now  assert  it,  that  if  we  would  trace 
our  difficulty  to  its  real  genesis  we  would  not  find  it  in  the  legislation 
of  1878.  If  that  was  the  inception  of  the  causes  which  have  led  by 
gentle  stages  up  to  our  present  monetary  situation,  their  growth  has 
been  a  slow  but  sure  evolution,  accomplishing,  by  insensible  degrees,  a 
progressive  increase  of  the  ratio  of  silver  and  paper  to  gold  in  our  cir- 
culation so  as  to  produce  serious  apprehension  in  the  public  mind  as  to 
our  ability  to  maintain  the  parity  of  our  moneys  and  to  redeem  in  gold 
on  demand. 

It  will  easily  be  remembered  that  there  was  a  reluctance  soon  after 
the  passage  of  the  act  of  1878,  not  only  among  bankers,  but  among 
the  people,  to  permit  silver  or  silver  paper  to  accumulate  on  their  hands. 
Clearing  houses  would  not  use  it.  This  was  sought  to  be  overcome  by 
an  act  of  Congress  of  1882  to  compel  clearing  houses  to  use  this  money  by 
providing  that  no  national  banks  should  belong  to  any  clearing  house 
at  which  silver  certificates  were  not  receivable  in  payment  of  bSances. 
This  was  not  effective,  for  by  mutual  understanding  the  banks  did  not 
tender  the  discredited  money.  This  was  due  to  the  apprehension  that 
the  standard  of  value  might  be  lowered  and  the  holders  of  silver  suffer 
a  loss.  Even  in  the  Western  banks,  in  the  silver  States,  some  appre- 
hension existed;  perhaps  to  a  greater  extent  than  in  the  East,  for  they 
used  less  silver  paper  in  their  reserve  than  the  Eastern  banks.  During 
all  these  years  silver  was  accumulating  in  the  Treasury  and  its  paper 
representative  was  going  into  the  circulation.  Customs  receipts  were 
rapidly  changing  from  gold  to  silver  and  paper.  In  1882  and  1883  gold 
certificates  formed  from  70  to  80  per  cent  of  the  receipts  of  the  Kew 
York  custom-house.  By  1885  it  shrank  to  35  per  cent,  and  so  on  by 
gentle  stages  until  practically  no  gold  was  received.  Our  gold  assets 
were  constantly  diminishing  by  reason  of  exports,  while  our  gold  lia- 
bilities were  still  more  rapidly  increasing.  The  gold  reserve  declined 
as  silver  money  increased. 

The  beginning  of  the  culmination  of  our  trouble  was  in  1890,  when 
the  Baring  failure  caused  England  to  return  our  stocks — ^not  at  that 
time  so  much  because  of  alarm,  but  because  she  was  compelled  to  realize 
on  something,  and  American  securities  were  the  most  available  for  the 
purpose.  This  was  succeeded  by  a  breakdown  in  South  American 
securities,  which  caused  a  crisis  in  Australia  and  a  heavy  depreciation 
in  the  securities  of  many  countries.  British  capital  was  withdrawn, 
and  did  not  seek  investments  here,  and  our  securities  came  home  in 
large  amounts.  This  cause  of  trouble  was  augmented  by  loss  of  confi- 
dence at  home,  causing  banks  to  hold  on  to  their  gold,  the  people  to 
hoard  more  or  less,  to  hold  on  to  greenbacks,  pay  silver  paper  into  the 
channels  of  revenue,  and  thus  deprive  the  Treasury  of  gold  until  the 
demands  for  redemption  depleted  the  reserve  fund.  These  demands 
were  inevitable  under  the  circumstances,  and  had  to  be  met  at  the 
peril  of  financial  dishonor.  A  review  of  the  gold  movement  for  the 
last  ten  years  reveals  the  secret  of  the  trouble. 

MOVEMENT  OF   GOLD. 

Prom  1887  to  1892  the  average  net  export  of  gold  was  $12,900,000, 
and  was  mainly  supplied  by  the  banks.  At  the  same  time  our  receipts 
from  the  mines  were  $25,000,000,  exclusive  of  what  was  absorbed  in 
the  arts.  During  the  same  years  the  average  holdings  of  gold  by  the 
New  York  Clearing  House  Bank  were  $80,000,000.  During  the  last 
three  years — 1893,  1894,  and  1895 — the  average  net  exports  of  gold 
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have  been  $54,700,000  per  year,  and  the  gold  reserve  in  New  York  banks 
sank  to  aboat  $08,000,000. 

From  1879  to  1892  the  gold  movement  was  toward  this  country.  In 
these  years  we  exported  $103,000,000  and  imported  $264,500,000,  show- 
ing a  net  import  of  $101,000,000,  or  $7,800,000  per  annum. 

Our  entire  stock  of  gold  in  1888  was  $707,900,000,  and  it  diminished 
gradually  to  1895,  when  it  was  $613,400,000.1 

The  following  statement  of  gross  exports  of  gold  from  the  report  of 
the  Treasurer  for  1895  further  illustrates  the  gold  movement: 

Statement  of  the  total  redemption  of  notes  in  gold  and  the  gross  exports  of  that  metal 
during  eaehfisoal  year  since  the  resumption  of  specie  payments. 


Fiscal  year. 


United  States      Treaaury 
notes.         ,  notes  of  1800. 


1879 

1880 

1881 

1882 

1883 

1884 

1P86 

1886 

1887 

1888 

1889 

1890 

1891 

1892 

1893 

1894 

1895 

1896  (3  months) 

Total.... 


17, 976, 

3,780, 

271, 

40, 

75, 

590, 

2,222. 

6,863, 

4,224, 

692, 

730, 

732, 

5,986, 

5, 852, 

65, 319, 

68,242, 

109,783. 

36.461, 


098 
638 
760 
000 
000 
000 
000 
699 
073 
596 
143 
386 
070 
243 
125 
408 
800 
249 


$3, 773, 600 

46,781,220 

16, 599, 742 

7, 570, 398 

1, 307, 097 


309,343,878         76,032,057 


Total. 


$7, 976, 698 

3, 780, 638 

271,  750 

40,000 

75,000 

590,000 

2,222,000 

6,863,699 

4, 224, 073 

692, 596 

730, 143 

732,386 

5, 986, 070 

9,  125, 843 

102, 100,  3i5 

84,842,150 

117, 354, 108 

37, 768. 346 


385, 375, 935 


Exports  of 
gold. 

$4,587,614 

3.639.026 

2, 565, 132 

32,587,880 

11, 600, 888 

41.081.957 

8,477,892 

42, 952, 161 

9.701,187 

18.  376,  234 

59,  D52, 285 

17. 274, 491 

86, 362, 654 

50, 195,  327 

108. 680, 844 

76, 978, 061 

66. 131, 183 

37,958,844 


679,108,689 


MOVEMENT   OF  REVENUE. 

In  connection  with  the  gold  movement  of  the  years  named,  there 
was  a  revenue  movement  which  throws  additional  light  upon  the  situa- 
tion. I  will  read  a  tabulated  statement  of  the  relation  of  revenue  to 
expenditures  from  1888  to  1896,  and  the  deficit  still  manifests  the  gift 
of  continuance : 


Year. 


CustoniH. 


1888 
1889 
1890 
1801 
1892 


$219,091,173.63 
223,832,741.69 
229, 668, 584. 57 
219, 522, 205. 23 
177, 452, 964. 15 


Excess  of  reTe- 

nue  over 
expenditures. 

$111,341,273.63 

87,761,080.59 

85,040,271.97 

26,838,541.96 

9. 9U,  453. 66 


Tear. 


Customs. 


1803 $203,355,016.73 

1894 131,818.530.62 

1895 152,158,617.45 

1806  (to  Apr.  1). 


Excess  of  reve- 

nue  over 
expeoditures. 


$2,341,674.20 
*60, 803. 260. 58 
*42, 805, 223. 18 
n8, 000, 000. 00 


*  Bxpenditares  in  excess  of  revenue. 

In  view  of  these  facts,  there  seems  to  be  some  warrant  for  the  belief 
that  an  endless  deficit  has  some  connection  with  the  endless  chain 
which  drains  our  gold  reserve.  If  my  diagnosis  is  at  all  accurate,  the 
real  nature  of  our  monetary  trouble  is  entirely  clear,  as  are  also  its 
causes.    Bemove  the  causes  and  the  difficulties  will  cease. 

CREDIT  CURRENCY. 

Having  tried  in  a  feeble  fashion  to  indicate  the  nature  of  our  trouble 
and  to  point  out  its  causes,  I  pass  to  the  proposed  remedies.    I  will 
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not  go  into  minute  detail  in  referring  to  the  bills  before  the  committee, 
for  in  doing  so  I  could  only  repeat  what  has  already  been  so  well  said 
by  others.  I  invite  your  consideration  to  two  propositions,  fundamental 
in  their  character,  to  which  I  find  myself  unable  to  give  my  unqualified 
assent.  One  is  to  authorize  national  banks  to  issue  notes  on  their 
assets,  and  the  other  to  retire  the  United  States  legal-tender  notes  and 
take  the  Grovernment  out  of  the  banking  business,  whatever  that  may 
mean. 

There  is,  in  my  judgment,  much  fallacy  indulged  in  by  some  who 
advocate  an  unsecured  currency.  It  is  said  that  a  bank  circulation  is 
safe  and  serviceable  in  proportion  to  its  likeness  to  credit  paper,  such 
as  checks  and  bills  of  exchange,  notes,  etc.  '  It  should  be  issued  against 
assets  which  will  admit  of  prompt  realization  in  order  to  insure  speedy 
redemption.  A  bank  note,  it  is  said,  is  issued  by  the  owner  of  prop- 
erty, and  to  the  holder  it  conveys  a  legal  right  to  a  specified  amount  of 
that  property  or  assets,  and  that  makes  the  note  at  all  times  converti- 
ble and  safe.  That  is,  as  Horace  White  says,  the  bank,  when  it  issues 
its  note,  puts  property  in  circulation.  If  I  lend  my  neighbor  money  to 
bay  a  wagon,  I  have  loaned  him  a  wagon.  These  are  verbal  proposi- 
tions which  have  no  corresponding  realty.  It  is  like  saying,  as  some 
writers  do,  that  no  bank  issues  a  note  until  there  is  an  equivalent  in 
value  deposited  for  its  redemption.  Yes ;  but  under  the  proposed  system 
the  property  which  is  the  security  remains  in  the  hands  of  the  bank. 

If  you  would  go  to  a  pawnbroker  and  propose  to  pawn  your  watch 
for  $25  and  would  suggest  that  the  watch  remain  in  your  own  hands  as 
security  for  your  own  debt,  you  would  hardly  get  out  of  the  shop  with 
your  money.  Place  the  value  which  is  to  cover  the  note  in  the  hands 
of  a  trustee,  and  there  is  safety.  As  a  matter  of  fact,  attested  by  all 
human  experience,  a  bank  note  is  unsafe  just  in  proportion  as  it  resem- 
bles the  transactions  to  which  it  is  likened  by  Mr.  White  and  some  other 
writers.  A  bill  of  exchange  may  not  be  paid,  likewise  a  check  or  a 
note,  and  the  holder  may  lose  his  money,  and  ofttimes  does;  and  every 
man  who  handles  such  a  paper  takes  a  risk.  If  I  loan  my  wagon,  the 
borrower  may  steal  it;  or,  if  I  sell  it  and  take  a  note  for  sixty  days,  the 
buyer  may  never  pay  it. 

These  risks  and  dangers  are  incident  to  all  such  commercial  and 
financial  transactions,  and  but  for  the  opportunity  men  have  to  investi- 
gate and  learn  the  character  and  competence  of  those  with  whom  they 
deal  there  would  be  no  credit  transactions.  But  whcL  you  handle  a 
bank  note  you  are  dealing  with  a  paper  of  superioi  credit,  a  form  of 
currency  that  was  created  to  avoid  the  risks  incident  to  ordinary  credit 
paper.  It  possesses  a  character  that  gives  it  a  passport  everywhere. 
You  take  your  promissory  note  to  bank  and  obtain  bank  notes  because 
they  have  wider  credit;  you  could  not  circulate  your  note.  The  bank 
note's  universal  credit  makes  it  go.  It  stands  for  an  indefeasible  title 
in  the  holder  to  the  amount  of  property  it  represents.  .Those  who 
receive  it  have  no  means  or  opportunity  to  investigate  its  origin  or  to 
establish  its  credit.  It  must  travel  by  faith,  and  not  by  sight,  and  no 
degree  of  security  can  be  commensurate  with  the  character  and  pre- 
rogatives of  such  paper  short  of  absolute  safety.  To  leave  the  note 
holder  to  dependence  on  the  honesty  of  the  bankers  and  the  solvency 
of  the  bank's  debtors  is  to  leave  him  insecure. 

I  am  unalterably  opi)osed  to  the  Federal  Government  conferring  upon 
any  body  of  men  under  a  free  banking  law  the  power  to  issue  circulat- 
ing notes  on  their  own  property  under  their  own  control.  I  do  not  dispute 
that  the  notes  might  be  substantially  safe,  but  it  would  be  at  the  cost 
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of  others  whose  property  is  entitled  to  the  same  protection  as  that  of 
their  neighbors.  Notes  secured  by  the  assets  of  a  bank  with  a  prior 
lien  on  the  deposits  may  be  safe;  but  in  proportion  as  they  are,  the 
deposits  are  unsafe.  If  deposits  could  be  made  as  secure  as  the  notes 
there  would  doubtless  be  fewer  panics,  for  depositors  would  not  draw 
their  money  out  in  times  of  stringency.  The  need  for  security  for 
depositors  is  really  as  great  as  for  notes.  It  is  to  the  interest  of  the  pub- 
lic that  all  the  money  remain  available  for  use  in  circulation  under  such 
conditions  as  will  secure  immunity  f^om  loss.  For  the  Government 
to  charter  a  bank,  give  it  a  certificate  of  character  and  honesty  which 
invites  my  cash  and  authorizes  me  to  trust  it,  and  when  it  becomes  the 
custodian  of  my  money  it  empowers  it  to  issue  its  own  notes,  which 
shall  be  a  first  lien  upon  the  funds  I  have  intrusted  to  it,  does  not  seem 
compatible  with  honor  and  honesty,  and  is  not  a  suitable  business  for 
the  Government  to  engage  in. 

Let  me  fortify  these  views  by  the  testimony  of  an  eminently  competent 
witness. 

William  L.  Trenholm,  Comptroller  of  the  Currency,  in  his  report  for 
1887,  says : 

The  national  banks  owe  their  prosperity  entirely  to  the  confidence  of  the  general 
public,  as  the  volume  of  individual  deposits  shows,  and  it  would  be  a  hazardous  thing 
to  introduce  into  the  system  any  feature  which  would  be  likely  to  disturb  the  confi- 
dence of  depositors.  It  is  doubtful. whether  any  real  strong  and  prudent  banks 
would  like  to  risk  their  credit  with  depositors  by  issuing  notes  as  a  first  lien  on 
their  assete,  and  in  that  case,  if  the  proposition  led  to  the  establishment  of  such  a 
bank  currency,  notes  would  be  issued,  cniefly  by  banks  having  small  deposits,  and 
their  assets  might  very  easily  be  so  handled  as  to  constitute  a  very  poor  security 
even  for  the  preferred  notes.  There  would  certainly  be  a  great  temptation  to  a  bank 
to  become  speculative  when  once  it  had  floated  all  the  currency  allowed  and  found 
itself  free  from  the  observation  of  numerous  and  vigilant  local  depositors.  If  these 
views  are  correct^  they  would  seem  to  be  fatal  to  all  schemes  of  establishing  a  bank 
currency  secured  only  by  a  first  lien  upon  all  the  aesete  of  the  issuing  bank  unless 
some  sufficient  counterpoise  to  the  objections  can  be  found  among  the  various  sug- 
gestions as  to  a  25  per  cent  reserve,  a  sinking  fund  deposited  with  the  Grovemmenty 
the  consolidation  of  all  issuing  banks  into  one  association,  etc. 

While  none  of  these  devices  appears  to  me  likely  to  prove  practically  effective  in 
removing  the  objections,  it  is  probable  that  considerable  diversity  of  opinion  will 
arise  on  the  subject;  and  as  individual  views  can  not  be  anticipated  it  seems  useless 
to  spread  the  discussion  over  the  whole  field  of  possible  contention.  It  is  important, 
however,  to  bear  in  raina  tnat  any  computations  as  to  the  proper  ratios  of  reserve  or 
redemption  funds  to  the  volume  of  currency  which  may  be  drawn  from  the  history 
of  national-bank  circulation  will  be  misleading,  because  the  conditions  heretofore 
obtaining  will  all  be  changed  when,  on  the  one  hand,  banks  have  every  temptation 
to  force  out  circulation,  and,  on  the  other  hand,  the  public  acquire  the  habit  of  pre- 
senting these  notes  for  redemption  every  time  the  general  credit  of  the  bank  is 
affected. 

In  times  of  panic,  now,  banks  have  to  take  care  of  their  depositors  only,  the  ordi- 
nary process  of  the  redemption  of  notes  is  not  materially  varied,  nor  is  the  volume 
of  general  currency  diminished:  but  when  there  is  no  special  security  behind  these 
notes  the  case  will  be  very  different ;  every  rumor  of  monetary  trouble  will  bring 
both  the  note  holders  and  the  depositors  clamoring  for  payment,  and  Just  when  there 
is  most  need  of  money  to  pay  them  with  the  currency  will  be  contracted  by  the  dis- 
credit of  national-bank  circulation. 

In  answer  to  these  general  objections  to  the  first-lien  principle,  it  may  be  said,  of 
course,  that  the  assets  of  the  bank  will  be  increased  by  the  whole  amount  of  its 
issue  of  notes,  while  now  its  assete  are  actually  diminished  by  the  difference  between 
the  cost  of  the  bonds  and  the  circulation  received  fVom  the  Qovemment.  This  is 
very  true,  and  if  those  assets  were  set  aside,  as  the  bonds  now  are,  a  specific  secu- 
rity for  the  notes,  and  if,  moreover,  they  could  be  always  maintained  in  a  form  as 
intrinsically  valuable  and  as  readily  convertible  as  the  bonds  are,  the  force  of  the 
objection  would  be  destroyed;  but  no  one  familiar  with  practical  banking  can  really 
believe  that  either  of  these  conditions  could  be  maintained  in  even  a  single  case, 
while  it  is  more  than  probable  that  in  most  cases  they  would  be  disreffarded  and  the 
old  adage  ''easy  come,  easy  go''  would  receive  fresh  illustration  fiom  numerous 
instances  in  which  the  facility  of  uttering  currency  would  lead,  as  it  did  under  the  old 
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State-bank  system,  to  very  lax  and  speoolative  methods  of  employing  the  resources 
so  obtained. 

If  the  views  here  submitted  are  oorrect,  it  would  appear  that  no  substitute  yet 
proposed  for  the  present  basis  of  national-bank  circulation  is  sufficiently  free  from 
objection  to  be  adopted.  The  4  per  cent  bonds  will  not  mature  for  twenty  years; 
and,  apart  from  other  considerations,  there  is  enough  in  this  fact  to  justify  caution 
and  delay  in  making  any  radical  change  in  the  basis  of  circulation.  In  that  time,  no 
doubt,  something  acceptable  will  be  devised,  but  at  present  all  that  seems  practicable 
is  to  modify  the  existing  law  so  as  to  obviate  its  inconveniences,  and  as  a  first  step 
toward  this  end  it  appears  both  safe  and  wise  to  reduce  the  miuimom  amount  of  bonds 
to  be  kept  on  deposit. 

BANKING  SYSTEM  OF   CANADA. 

It  may  be  well  to  remember,  in  connection  with  the  contention  in 
favor  of  issuing  notes  on  the  assets  of  banks,  that  there  is  not  a  country 
in  the  world  in  which  that  mode  of  issue  is  permitted  under  a  general 
law  providing  for  a  free  system  of  banking. 

The  Oanadian  system  is  set  before  us  as  an  example  worthy  our  imi- 
tation, but  no  one  advocates  the  introduction  of  the  Oanadian  system 
as  a  whole  into  this  country.  But  a  fi^agment  of  the  system,  a  single 
feature  of  it,  namely,  the  mode  of  issuing  notes,  it  is  claimed,  should  be 
adopted  by  the  United  States.  That  such  a  mode  of  issue  works  under 
their  system  is  no  evidence  that  it  would  work  under  ours,  for  the  two 
banking  systems  are  totally  dissimilar.  The  restrictions  and  limitations 
upon  banking  under  the  Canadian  law  are  calculated  to  safeguard  their 
issues,  and,  under  those  restrictions  and  limitations  and  the  conditions 
incident  to  the  character  of  their  people  and  the  state  of  business,  I  con- 
cede that  their  manner  of  issuing  notes  may  be  compatible  with  safety. 
But  under  our  banking  law,  free  as  it  is,  and  under  the  conditions  cre- 
ated by  the  extent  of  our  country,  the  number  of  our  population,  the 
character  of  our  people,  and  the  state  of  business  here,  it  would  not 
be  safe. 

What  is  their  system  ?  Theirs  is  not  a  free  banking  law  under  which 
any  five  men  may  organize  a  bank.  There  every  bank  is  chartered  by 
act  of  Parliament  and  must  have  $500,000  of  capital  stock.  After  a 
hundred  years  of  development  they  have  but  45  banks,  with  a  territory 
larger  than  ours.  Ten  of  these  banks  have  no  branches,  and  35  of  them 
have  an  aggregate  of  400  branches.  All  the  banking  business  of  the 
Dominion  is  controlled,  regulated,  and  operated  by  45  responsible  cen- 
ters, while  our  national  banking  business  is  operated  in  nearly  4,000 
separate  and  independent  institutions.  They  have  a  capital  stock  of 
$60,000,000;  we  of  $600,000,000;  Ifew  York  City  banks  have  over 
$61,000,000,  and  Boston  nearly  $52,000,000.  Their  maximum  circu- 
lation is  $38,000,000;  their  minimum,  $31,000,000,  leaving  a  margin  of 
elasticity  of  $7,000^000.  Their  issue  does  not  exceed  60  per  cent  of  the 
authorized  limit,  yet  they  never  have  a  panic  caused  by  fear  of  strin- 
gency in  the  circulation.  Their  issue  can  not  exceed  their  paid-up  cap- 
ital stock,  and  two  of  their  great  banks  can  not  exceed  75  per  cent  of 
their  capital  stock  without  depositing  cash  or  bonds  equivalent  to  the 
excess.  They  pay  to  the  minister  of  finance  5  per  cent  of  their  actual 
circulation  as  a  redemption  fund  and  receive  3  per  cent  interest  on  it. 
The  redemption  fund  is  kept  up  by  an  assessment  on  all  banks,  not 
exceeding  1  per  cent  annually. 

Forty  per  cent  of  their  reserves  must  be  in  Dominion  notes  which 
they  must  buy  and  pay  for  and  every  debt  must  be  paid  to  the  extent 
of  $100  in  Dominion  notes  if  demanded.  These  notes  are  small — 
26  cents,  $1,  $2,  $3,  and  $4,  and  upward.    There  must  be  redeeming 
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agencies  for  every  bank  at  the  cities  of  Halifax,  St.  John,  and  five 
other  places.  The  banks  reissue  their  notes  when  redeemed  and  may 
take  interest  not  exceeding  7  per  cent.  The  Dominion  notes  are  secured 
by  gold  or  securities  deposited,  and  $25,000,000  may  be  issued  by  the 
minister  of  finance,  nearly  half  of  their  paper  money.  There  are 
$22,000,000  out  now,  $15,000,000  of  which  are  held  as  bank  reserves. 
These  notes  are  legal  tender.  The  bank  issues  are  returned  to  the  ~^ 
central  bank  for  redemption  or  to  authorized  agencies.    Their  stock  ' 

of  money  consists  of  $20,000,000  in  gold;  silver,  $6,500,000;  paper, 
$22,000,000  Dominion  notes,  and  $35,000,000  bank  notes  with  metallic 
reserve  of  $17,000,000,  which  makes  the  amount  of  uncovered  notes 
about  $18^000,000. 

The  limited  issue  of  the  Canadian  banks  and  the  small  margin  of  elas- 
ticity are  due  to  the  lack  of  that  activity  in  commerce  and  trade  which 
prevails  in  the  United  States.  Business  is  sluggish  in  Canada.  It 
keeps  an  even  tenor;  it  is  about  the  same  yesterday,  today,  and  for- 
ever. Canada  started  with  a  population  equal  to  ours  a  century  ago, 
and  she  has  now  about  5,000,000  population  while  we  have  70,000,000. 
One  dry-goods  store  in  New  York  sells  almost  as  many  goods  as  the  whole 
of  the  Dominion  buys  in  a  year.  Business  does  not  become  inflated 
to  any  extent,  and  panics  do  not  frequently  occur  for  the  same  reason, 
though  in  a  different  degree,  that  they  do  not  in  Alaska.  It  is  thus 
easily  seen  that  in  such  a  country,  with  such  limited  banking  facilities, 
with  so  much  capital  and  so  few  banks,  so  little  enterprise  in  business, 
so  little  fluctuation  in  the  annual  amounts  of  deposits  and  discounts, 
so  little  inflation  of  credit,  so  little  exposed  to  the  dangers  which 
beset  the  banking  system  in  a  country  like  ours,  there  is  comparative 
safety  m  the  mode  of  issuing  notes  now  in  vogue  in  Canada.  j^ 

CONDITIONS  IN  THE  UNITED   STATES. 

In  the  United  States  all  the  conditions  of  banking  and  business  aro 
difi'erent.  Here  enterprise  is  active;  business  has  a  pulse  which  rises 
and  falls.  We  trade  and  overtrade.  We  use  credit  to  a  large  extent, 
and  at  times  to  great  excess,  and  our  business  history  is  characterized 
by  seasons  of  buoyancy  and  depression,  with  marked  fluctuations  in 
volume  of  circulation,  amount  of  deposits  and  discounts,  and  an  acute 
sensitiveness  to  distrust  and  alarm  which  are  liable  when  credit  is 
under  severe  tension  to  derange  our  whole  system.  Credit  in  the 
United  States  has  been  likened  by  Mr.  Harvey  to  a  top  which  gyrates 
on  a  small  metallic  point  sufficient  to  support  it  as  long  as  it  spins 
rapidly,  but  inadequate  when  the  rotary  force  is  relaxed.  Credit  is  the 
rotary  force  of  our  financial  system.  So  long  as  this  force  is  unimpaired 
the  system  spins  merrily  on,  but  when  it  fails,  the  top  wabbles  and  falls. 

These  were  the  conditions  in  both  our  ante-war  and  our  post-war 
periods.  In  the  former  circulation  was  issued  by  banks  almost  without 
limit,  and  it  was  fully  demonstrated  that  a  free  paper  currency  was 
not  a  safe  one  and  that  the  severest  limitations  upon  issues  known  to 
that  period  did  not  achieve  safety.  From  1814  to  1815  bank  circulation 
increased  from  $5,200,000  to  $10,000,000,  and  by  1819  it  had  fallen  to  ^ 
$3,000,000.  The  Bank  of  the  United  States  increased  its  circulation 
from  $5,400,000  in  1822  to  $13,000,000  in  1828.  Prom  1857  to  1843  the 
bank  circulation  was  reduced  from  $149,000,000  to  $58,000,000.  The 
number  of  banks  fell  from  901  in  1840  to  691  in  1843,  and  rose  again 
to  751  in  1848,  and  the  paper  circulation  rose  from-  $58,000,000  to 
$128,000,000  in  1849,  and  by  1857  had  reached  $214,000,000  while  the 
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nnmber  of  banks  had  increased  to  1,416.    In  nine  years  oar  paper  cir- 
culation doubled,  and  in  1857  the  crash  came. 

The  balance  sheets  of  the  banks  register  in  cold  figures  the  undula 
tions  in  business  and  currency  which  mark  the  periods  of  prosperity 
and  depression  and  show  the  fluctaations  in  the  volume  of  money  and 
the  extent  that  credit  is  used  and  abused. 

Discounts  rose  to  $525,000,000  in  1837  and  fell  to  $254,000,000  in  1843, 
and  by  1857  they  had  swelled  to  $684,000,000. 

The  state  of  our  currency  in  our  post- war  period  is  familiar  to  all, 
but  let  us  look  at  the  unerring  record  of  the  banks'  discounts  and 
deposits.  Our  national-bank  discounts  rose  from  $166,000,000  in  1865 
to  $944,000,000  in  1873.  We  were  ready  then  for  the  panic.  By  the 
end  of  that  year  they  had  fallen  to  $846,000,000,  and  by  1879  to 
$814,000,000,  when  prices  were  lowest  and  the  depression  greatest* 
Then  the  tide  began  its  flood  again,  and  by  1884,  when  the  next  dis- 
turbance arrived,  the  discounts  reached  $1,300,000,000,  In  one  year 
they  fell  to  $1,200,000,000,  then  rose  to  $1,470,000,000  in  1886,  and  to 
$1,587,000,000  in  1887,  and  to  $1,684,000,000  in  1888,  and  then  we  were 
in  the  midst  of  a  period  of  development,  prosperity,  and  high  prices. 

The  record  of  deposits  tells  the  same  story.  From  1865  to  1873  they 
rose  from  $183,000,000  to  $666,000,000,  and  then  took  a  downward 
trend.  From  1879  they  began  to  rise  again,  and  by  1888  reached 
$1,350,000,000.  All  through  our  history  increased  deposits  and  dis- 
counts, extension  of  credit,  rise  of  prices,  inflation  of  business,  and 
booming  prosperity  have  been  the  precursors  of  panic.  The  ten  panics 
which  have  come  to  us  since  1813  have  visited  the  great  commercial 
countries  about  the  same  time,  and  were  unquestionably  due  to  the 
same  cause— overtrading  and  inflated  credit  until  business  needed 
more  money  and  credit  than  were  available  in  the  country. 

Panic  has  been  well  defined  as  a  stoppage  of  the  rise  in  prices;  the 
period  when  buyers  are  not  in  pursuit  of  commodities,  but  the  latter  are 
looking  for  buyers.  Thus  the  three  phases  of  our  business  life  are  said 
to  be  prosperity,  panic,  and  liquidation.  These  constitute  the  business 
cycle,  or  circle.  Prosperity  from  Ave  to  seven  years,  panic  a  few  months 
or  years,  and  liquidation  a  few  years,  more  or  less. 

In  1893  it  is  said  there  were  two  panics.  The  first  occurred  in  May, 
and  was  the  culmination  of  a  long-continued  drain  upon  the  capital  of 
the  country  by  foreign  investors  who  distrusted  our  ability  to  maintain 
gold  payments.  There  was  no  scarcity  of  money  at  that  time.  The 
second  panic,  in  July,  was  caused  by  the  hoarding  of  paper  money, 
which  reduced  the  quantity  in  circulation  below  the  needs  of  business. 
These  are  the  ups  and  downs  incident  to  a  highly  organized,  active, 
enterprising,  progressive  people  like  ours.  They  could  not  occur  to  the 
same  extent  in  a  country  like  Ganada  under  any  conceivable  banking 
system. 

BANKING  SYSTEM  OP  ENGLAND, 

A  word  as  to  some  other  banking  systems  which  some  Americans 
extol  without  much  discrimination.  The  English  system  in  some 
respects  is  similar  to  our  own.  The  Bank  of  England  can  not  issue  a 
note  t^nsecured  by  an  equivalent  value  in  gold  or  the  pledge  of  salable 
securities. 

Bobert  W.  Hughes,  in  his  book  on  currency,  speaking  of  the  Bank  of 
England,  says: 

<<  Its  notes  are  not  really  notes  of  the  bank  itself,  but  of  the  issue 
department  of  the  bank,  which  is  virtually  a  bureau  of  the  British 
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excheqaer.  Its  notes  are  virtaally  notes  of  the  British  Oovemnient, 
redeemable  in  specie  through  the  agency  of  the  Bank  of  England.  In 
principle,  the  system  of  the  United  States  is  the  same  as  that  of  England. 
The  same  three  principles  lie  at  the  base  of  the  English  and  American 
systems.  They  are,  first,  Government  control  over  the  issnes;  second, 
redeemability,  directly  or  indirectly,  in  specie,  and  third,  the  subjec- 
tion of  the  paper  issues  to  the  action  of  the  efflux  and  reflux  attending  ^ 
bank  discounts."  ^ 

The  purpose  of  the  Peele  banking  act  of  1844  was  to  make  the  notes 
of  the  Bank  of  England  absolutely  secure,  as  we  are  striving  to  keep 
our  national-bank  notes,  and  to  keep  within  narrow  limits  all  other 
bank  paper.  No  banking  system  in  the  world  makes  so  little  provision 
for  elasticity  as  the  English  system.  No  new  banks  can  be  orgaiiized — 
none  have  been  organized  since  1844 — with  the  power  to  issue  a  note  on 
its  assets.  Many  of  the  banks  in  existence  in  that  year  have  surren- 
dered the  right  to  the  Bank  of  England,  so  that  the  limit  of  unsecured 
bank  notes  in  England  is  a  receding  one.  The  issues  of  the  joint- 
stock  banks  are  redeemable  in  the  notes  of  the  Bank  of  England, 
as  our  national-bank  issues  are  redeemable  in  United  States  legal 
tenders.  The  English  system  has  quite  enough  faults  to  keep  it  from 
perfection,  though  it  has  many  elements  of  strength.  In  1847, 1857, 
and  1866,  and  I  think  once  since  the  latter  date,  the  banking  act  had 
to  be  suspended  to  allow  the  issue  to  be  increased  on  securities 
deposited,  and  Mr.  Bagehot  said  the  Bank  of  England  would  not  have 
survived  without  those  suspensions. 

The  joint-stock  banks  of  England  can  issue  about  $30,000,000  of 
unsecured  notes,  the  Scotch  banks  about  $13,000,000,  and  the  Irish  banks 
about  $33,000,000.    In  addition  to  this  they  can  all  issue  dollar  for         > 
dollar  on  gold  deposits.    Anybody  can  turn  his  gold  into  money  as  in 
our  own  country. 

The  members  of  the  banking  companies  issuing  notes  in  England  as 
well  as  in  Scotland  and  Ireland  are  subject  to  unlimited  liability  as  far 
as  the  notes  are  concerned.  The  aggregate  amount  of  uncovered  notes 
in  England,  Scotland,  and  Ireland  is  about  $76,000,000.  Moreover,  the 
Bank  of  England,  because  it  has  the  machinery  and  methods  of  a  bank 
in  contradistinction  to  a  government  treasury,  has  been  able  to  render 
effective  service  in  moderating  the  severity  of  panics.  The  most 
memorable  instance  of  this  known,  x)erhaps,  in  the  history  of  that  bank 
occurred  in  1890,  on  the  collapse  of  the  Baring  Bros.  It  is  so  notable 
in  its  way  that  it  stands  as  a  landmark  in  English  financial  history. 
The  house  of  Baring  Bros,  was  unable  to  meet  its  engagement,  amount- 
ing to  about  $140,000,000.  The  Bank  of  England  received  notice  on 
September  7,  and  by  the  15th  had  secured  from  a  syndicate  composed 
of  the  great  London  houses  a  guaranty  that  it  would  be  protected 
from  loss  to  the  amount  of  $20,000,000  if  it  would  liquidate  the  Bar- 
ings' business,  and  from  the  British  Government  the  right  to  issue 
$35,000,000  of  notes,  provided  that  sum  was  used  to  loan  the  Bar- 
ings, and  it  therefore  assumed  on  that  date  the  task  of  paying  the 
Barings'  acceptances  of  $105,000,000  and  $37,500,000  of  other  liabilities. 
This  heroic  and  unprecedented  service  of  a  moneyed  institution  is  ^ 

believed  by  those  most  competent  to  judge  to  have  averted  what  would 
have  been  the  greatest  financial  cataclysm  in  the  world's  history. 

BANEINa  SYSTEM  OF  FEANCB. 

The  French  banking  system  is  perhaps  the  simplest  in  the  world,  but 
it  would  be  unsuited  to  our  wants  and  could  not  be  operated  in  this 
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oonntry.  It  makes  no  proyision  for  the  safety  of  bank  issues  over  and 
above  deposits.  All  the  liabilities  of  the  Bank  of  France  stand  upon 
an  equality  and  all  are  charges  on  the  general  assets.  That  may  do 
where  there  is  but  one  bank  of  issue  for  a  whole  nation,  but  would  not 
do  for  a  country  where  there  are  nearly  4,0009  and  others  can  be  organ- 
ized ad  libitum  under  a  free  banking  law.  There  are  today  less  than 
300  places  in  all  France  where  banking  facilities  are  found,  and  all  are 
tributary  to  the  Bank  of  France.  In  Pennsylvania  alone  there  are  twice 
that  number.  The  notes  of  the  Bank  of  France  are  legal  tenders  and 
there  are  no  others.  The  limit  of  issues  at  this  time  is  $800,000,000, 
or  4,000,000^000  francs,  all  redeemable  in  specie.  The  uncovered  notes 
amount  to  about  $32,800,000. 

But  the  Bank  of  France  is  not- perfect.  Before  it  had  been  in  exist- 
ence, under  its  present  organization,  fifteen  years  there  were  three  runs 
of  note  holders,  which  made  it  necessary  to  limit  the  amount  of  daily 
redemptions.  In  1848  specie  payments  were  suspended,  and  again  in 
1870,  and  were  not  resumed  for  seven  years.  Still,  for  a  country  like 
Prance,  their  system  operates  fairly  well.  In  our  country  it  would  be 
a  total  fisulure.  The  rate  of  interest  is  fixed  in  Paris  without  much 
regard,  it  is  said,  for  the  needs  of  the  country,  and  the  managers  make 
money  plenty  or  scarce. 

Thomas  H.  Benton  tells  how  the  philosophic  Voltaire,  from  his  retreat 
in  Femey,  gave  a  description  of  the  operation  of  the  Bank  of  France 
by  which  he  was  made  a  winner  without  the  trouble  of  playing,  *'  I  have 
a  friend,"  said  Voltaire,  ^^  who  is  a  director  of  the  Bank  of  France,  who 
writes  to  me  when  they  are  going  to  make  money  plenty  and  make 
stocks  rise,  and  then  I  give  orders  to  my  broker  to  sell ;  and  he  writes 
to  me  when  they  are  going  to  make  money  scarce  and  make  stocks  fall, 
and  then  I  write  to  my  broker  to  buy;  and  thus  at  a  hundred  leagues 
from  Paris,  and  without  moving  from  my  chair,  I  make  money." 

BANKING  SYSTEM  OF  aEBMANY. 

The  German  system  in  some  points  resembles  our  own.  Their  cur- 
rency consists  of  imperial  treasury  notes  and  bank  issues.  The  former 
are  limited  in  amount  to,  and  are  secured  by,  the  gold  set  aside  as  the 
war  fund.  They  are  legal  tender  in  private  transactions,  and  are  receiv- 
able at  par  at  all  public  of&ces  in  the  Empire,  and  are  redeemed  in  coin 
at  the  imperial  treasury.  Of  these  notes  there  are  out  now,  approxi- 
mately, $30,000,000.  The  banking  act  of  1874  limited  the  right  of  issue 
to  the  Imperial  Bank  and  thirty -two  independent  banks,  with  the  right 
of  the  Imperial  Bank  to  take  up  the  issue  of  any  bank  that  surrendered 
it,  as  in  the  English  system.  The  independent  banks  of  issue  do  not 
now  exceed  thirteen  in  number.  There  is  no  limit  to  the  x>ossible  issue 
of  those  banks,  subject  to  5  per  cent  on  all  in  excess  of  a  certain  limit. 
This  is  the  familiar  elastic  limit  which  has  worked  well  in  Germany,  and 
was  adopted  to  correct  the  supposed  disadvantages  of  the  rigid  pro- 
visions of  the  English  banking  act.  The  elastic  limit  has  been  availed 
of  several  times  by  the  smaller  banks  and  by  the  Beichbank  in  1881, 
1882,  1883,  1886,  three  times  in  1889,  and  possibly  since  that  time, 
but  I  am  not  advised.  It  is  believed  in  those  instances  to  have  been 
beneficial  in  mitigating  the  severity  of  panics.  As  in  France,  the  law 
gives  note  holders  no  special  lein  on  assets  in  preference  to  other  cred- 
itors. All  share  alike.  The  Imperial  Bank  has  240  branches  through- 
out the  Empire— less  than  half  the  number  of  banks  in  Pennsylvania. 
The  amount  of  uncovered  notes  is  about  $60,400,000. 
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Those  who  ridicule  our  Treasury  system  of  issue  and  redemption  and 
call  it  '^banking  business"  seem  to  forget  that  some  of  the  foreign  sys- 
tems they  extol  possess  the  same  feature.  In  Canada  the  minister  of 
finance  redeems  all  Dominion  notes  in  gold  as  presented.  In  Germany 
all  imperial  treasury  notes  are  redeemed  in  gold  at  the  imperial  treas- 
ury, and  In  substance  if  not  in  form  the  same  operation  takes  place  in 
England  and  France,  for  the  Bank  of  England  and  the  Bank  of  France  -J 
are  quasi  Government  institutions  largely  controlled  by  Government 
agencies,  and  transact  the  financial  business  of  their  respective  Gov- 
ernments. 

It  is  thus  easily  seen  that  while  these  foreign  banking  systems  have 
special  adaptations  to  the  conditions  of  the  countries  in  which  they  are 
operating,  and  while  they  have  certain  features  common  to  our  own, 
they  would  not  suit  oar  country,  and  could  not  be  operated  here  as  suc- 
cessfully as  our  banks  under  our  Democratic-Eepublicau- American  free 
banking  law. 

BETIBEMENT   OF  LEaAL-TENDEB  NOTES. 

I  am  unalterably  opposed  to  the  retirement  of  the  legal-tender  notes 
and  relegating  the  redemption  of  all  paper  money  to  the  banks.  The 
suggestion  to  convert  $500,000,000  noninterest-bearing  into  an  equiva- 
lent amount  of  interest-bearing  debt  would  be  repelled  by  the  almost 
unite4l  acclaim  of  the  American  people. 

They  are  attached  to  this  child  of  war.  Someone  has  said  that  for 
sixteen  years  our  legal  tenders  were  redeemable  in  patriotism.  That  is 
true,  and  that  is  a  good  redeemer.  It  not  only  redeemed  the  legal  ten- 
ders, but  the  Union  as  well.  After  that  memorable  redemption,  patriot-  . 
ism  and  faith  in  the  national  honor  lifted  the  legal  tenders  to  par  in  ^ 
gold  the  world  over.  John  Sherman's  praise  of  the  legal  tender  is  none 
too  lavish,  and  I  quite  agree  with  him  that  a  note  issued  by  the  Gov- 
ernment redeemable  in  gold  is  the  best  currency  we  can  adopt,  at  least 
for  the  minimum  amount,  and  it  will  be  the  currency  of  the  future,  not 
only  in  the  United  States,  but  in  England  as  well. 

The  few  who  advocate  their  retirement  are  sincere  and  honest,  but,  I 
think,  mistaken.  The  fact  that  it  meets  with  no  general  acceptance 
perhaps  supersedes  the  necessity  for  further  discussion,  still  it  may 
not  be  unprofitable  to  consider  the  claims  advanced  in  its  behalf. 
However  alluring  that  theory  may  be  to  sanguine  minds,  I  doubt  if 
any  monetary  mechanic  is  able  to  make  the  working  drawings  for  such 
a  plan.  It  is  not  practicable,  in  my  judgment  it  is  not  possible,  in  this 
country,  in  view  of  the  conditions  under  which  the  undertaking  would 
have  to  be  carried  into  execution  for  the  banks  to  maintain  gold  redemp- 
tion of  the  enormous  amount  of  paper  which  would  be  in  circulation. 

Think  of  the  situation  with  a  monetary  stock  of  $600,000,000  of  gold, 
$600,000,000  of  silver,  and  a  thousand  millions  of  paper,  as  might  easily 
be  under  House  bill  171  or  House  bill  6442,  with  the  Government  outof  the 
banking  business,  whateverthat  means,  issuing  no  notes  and  redeeming 
none,  keeping  no  gold  reserve  and  exercising  no  control  over  the  money 
of  the  country,  the  entire  business  being  surrendered  to  the  banks  with 
a  panic  brewing  after  a  season  of  overtrading  and  inflated  credit.  The  ^ 
thought  of  such  a  situation  appalls  me,  and  I  am  surprised  that  it  does 
not  appall  every  member  of  this  committee.  If  distrust  would  arise  and 
a  season  of  anxiety  and  alarm  would  prevail,  a  condition  incident  to 
our  highly  organized  and  sensitive  system  of  finance  and  business,  and 
the  people  doubted  the  ability  of  the  banks  to  redeem  their  paper  in 
gold,  or  supposing  the  pressure  for  gold  for  the  settlement  of  foreign 
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balances  with  price  of  exchange  above  the  shipping  ])oint  produced  a 
gold  stringency,  what  a  rush  there  might  be  upon  the  banks  for  gold 
redemption  of  notes;  and  who  will  risk  his  reputation  for  financial 
acumen  and  foresight  by  asserting  that  the  banks  would  be  equal  to 
such  an  emergency  I 

In  my  iK)or  judgment  the  danger  that  such  a  state  of  things  would 
lead  to  gold  suspension  with  all  tbat  that  implies  is  so  imminent  that 
it  ought  to  admonish  us  against  the  experiment.  I  think  it  would 
ultimately  drive  the  banks  out  of  the  issuing  business,  for  may  bankers 
would  hold  the  view  expressed  by  Mr.  Spauldiug  the  other  day  when, 
speaking  as  a  banker,  he  said :  ^'  If  the  banks  had  to  redeem  in  gold 
alone  he  would  not  issue  a  note  or  take  a  dollar  of  deposits." 

In  1836  imports  exceeded  exports  by  $50,000,000,  which  had  to  be 
paid  in  gold.  This  outflow  of  gold  pro<luced  a  draft  which  could  not 
be  met  by  the  banks,  and  they  suspended  specie  payment.  The  Eng- 
lish export  houses  lost  from  $25,000,000  to  $30,000,000  and  the  disturb- 
ance was  accomplished  by  great  losses  in  America.  So  in  December, 
1861,  the  banks  suspended  specie  payments  because  they  could  not 
meet  the  drafts  upon  their  gold.  The  Government  was  compelled  to 
follow  suit,  and  in  January,  1862,  ceased  paying  coin  and  gold  went  at 
once  to  a  premium. 

We  must  not  forget  that  if  we  should  adopt  this  ostrich  method  of 
getting  out  of  sight  of  danger  by  putting  our  head  in  the  sand,  we 
do  not  relieve  the  main  difficulty.  The  body  of  our  trouble  remains 
exposed.  A  demand  for  gold  for  export  must  be  met  whether  the  metal 
is  in  the  vaults  of  the  Treasury  or  those  of  the  banks,  and  the  Treasury 
with  an  accumulation  of  gold  is  a  more  suitable  agency  to  meet  such 
an  exigency  than  the  banks,  upon  which  the  draft  might  come  with  such 
inequality  that  while  some  could  meet  it  others  could  not  and  would 
have  to  suspend.  It  must  be  apparent  to  the  least  observing  that  a 
given  amount  of  gold  in  a  consolidated  fund  is  more  effective  as  a  reserve 
than  it  could  possibly  be  if  divided  into  4,000  parcels,  each  bank  having 
a  share.  John  Stuart  Mill  argues  with  great  force  and  commanding 
reason  that  there  ought  to  be  a  central  establishment  alone  required  to 
pay  gold,  the  others  being  at  liberty  to  pay  their  notes  with  those  of 
the  central  establishment.  The  object  of  this  is  that  there  may  be  one 
body  responsible  for  maintaining  a  reserve  of  the  precious  metals  suffi- 
cient to  meet  any  demand  that  could  reasonably  be  expected  to  be 
made.  This  is  the  system  of  the  United  States,  though  it  was  not  in 
existence  when  Mill  wrote  his  great  work  on  the  principles  of  political 
economy. 

It  is  on  the  same  prin^dple  that  the  clearing  house  is  able  to  render 
such  effective  service  if  not  in  averting  at  least  in  avoiding  the  worst 
consequences  of  bank  suspensions.  The  demands  of  depositors  some- 
times exhaust  the  weaker  banks  and  compel  suspension  of  payment. 
If  this  occurs  in  one  bank  it  is  likely  to  lead  to  excessive  demands  on 
other  banks.  Illustrations  of  this  are  found  in  the  crises  of  1873, 1884, 
1890,  and  1893.  By  combining,  or  **  pooling,''  the  reserves  of  all  the 
banks  and  making  a  common  fund  all  the  weaker  ones  were  saved  by 
the  strength  of  the  stronger  ones  and  the  panic  at  least  mitigated. 

The  suggestion  that  a  business  man  having  outstanding  demand 
obligations  would  fund  them  or  pay  them  off  with  funds  in  hand  is  a 
truism,  but  has  no  utility  in  this  discussion,  for  the  situations  are  too 
dissimilar  to  admit  of  reasoning  from  one  to  the  other.  The  so-called 
demand  obligations  of  the  Government  are  not  intended  to  be  paid. 
They  carry  no  interest;  they  are  a  part  of  the  volume  of  our  money,  an 
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annex  to  our  circulation.  Their  redemption  is  only  their  exchange  for 
gold,  and  when  exchanged  they  do  not  relinquish  their  character  as 
money,  but  are  equivalent  to  gold  in  the  payment  of  the  expenses  of 
the  Government.  What  business  man  having  obligations  out  in  the 
form  of  notes  that  are  noninterest  bearing,  and  can  be  utilized  in  the 
pa3rment  of  his  expenses  as  so  much  gold,  would  borrow  an  equivalent 
sum  and  pay  interest  on  it  to  liquidate  the  noninterest-bearing  obliga-  ^ 
tionf    Certainly  no  man  would  do  so  in  his  lucid  intervals. 

TH£  ENDLESS   CHAIN. 

That  the  retirement  of  these  notes  is  necessary  to  break  the  so-called 
endless  chain  which  drains  the  gold  reserve  I  do  not  believe.  Prelimi- 
nary, however,  to  my  observations  on  that  point  I  should  like  to  try 
to  remove  some  obscurity  in  our  minds  about  the  notes  of  the  Bank  of 
England.  There  can  be  no  endless  chain  of  paper  draining  the  reserve 
of  the  Bank  of  England,  because  there  is  a  radical  difference  between 
a  note  of  the  Bank  of  England  and  a  United  States  legal-tender  note. 
The  former  is  distinctly  representative  money.  It  stands  for  an  equiv- 
alent amount  of  gold.  The  principal  and  the  representative  are  never 
in  circulation  coincidently.  When  the  gold  comes  in  the  paper  goes 
out  to  take  its  place,  and  when  the  paper  comes  back  and  the  gold 
goes  out  the  paper  is  destroyed,  because  the  two  are  not  intend^  to 
be  in  circulation  at  the  same  time.  The  £16,500,000  out  on  securities 
are  treated  in  the  same  way,  the  presumption  being  that  at  least  that 
sum  must  always  be  in  circulation  and  can  not  come  in  for  redemption, 
so  that  taking  into  view  the  entire  volume  of  their  money,  every  bank 
note  that  can  by  any  possibility  come  in  is  covered  by  coin,  and  when  A 
the  latter  goes  out  the  former  goes  into  the  fire;  while  with  us  the  paper 
dollar  which  comes  in  in  exchange  for  gold  may  go  out  instantly  and 
come  back  for  another  dollar  in  gold. 

Gold  can  be  drawn  from  the  Bank  of  England  at  any  time  by  the 
presentation  of  notes,  but  the  same  note  can  never  take  out  but  one 
dollar,  atid  every  dollar  taken  out  contracts  the  money  volume  that 
much  if  it  is  exported.  If  91,000,000  of  gold  is  needed  for  export  that 
amount  of  notes  is  drawn  out  of  the  banking  department  and  pre- 
sented to  the  issue  department  and  an  equivalent  amount  of  gold  is 
paid  out  One  department  loses  $1,000,000  deposits  and  the  other 
81,000,000  of  gold.  England,  it  may  be  said  in  passing,  enjoys  two 
advantages  over  us  in  the  way  of  restricting  runs  upon  her  reserve. 
She  can  raise  the  rate  of  discount,  and  in  the  second  place  the  con- 
traction of  the  currency  caused  by  supplying  the  gold  operates  auto- 
matically to  curtail  the  di*ain  by  lowering  prices  and  stimulating  exports. 
Those  who  insist  that  the  cancellation  of  the  legal-tender  notes  is  the 
only  means  of  breaking  the  endless  chain  must  take  a  melancholy  view 
of  the  situation  and  of  the  character,  resources,  and  statesmanship  of 
the  United  States.  If  I  believed  that  existing  conditions  would  not 
yield  to  treatment  and  that  there  is  no  curative  i>ower  in  the  changed 
conditions  we  hope  for  at  an  early  day;  that  our  revenue  is  to  continue 
deficient;  that  we  are  to  have  an  endless  adverse  balance  of  trade  and  ^ 
repeated  bond  issues,  I  might  accede  to  the  proposition  that  our  legal 
tenders  should  be  canceled,  but  I  would  then  be  willing  to  accede  to 
many  other  propositions,  for  I  would  expect  the  United  States  to  give 
up  the  ghost  at  an  early  day.  I  need  hardly  say  that  I  share  in  no 
such  despairing  view  of  our  future. 
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THE  BANKS  ALONE  CAN  NOT  MAINTAIN  THE  PABITY. 

But  there  is  an  objection  of  still  greater  gravity  to  which  I  now  call 
yonr  attention,  and  I  am  stire  you  will  recognize  the  extreme  urgency 
of  its  claim  upon  your  consideration.  When  we  have  retired  the  legal 
tenders,  parted  with  our  gold  reserve,  gone  out  of  the  banking  business, 
restricted  the  Government  to  its  legitimate  functions  of  collecting  the 
revenue^ and  paying  the  expenses  of  the  Government,  having  gone  that 
far,  we  can  not  stop.  One  other  step  we  must  take  under  the  compul- 
sion of  logic  and  consistency.  We  must  repeal  the  provision  of  the  act 
of  1890  declaring  it  to  be  the  established  policy  of  the  Government  to 
maintain  the  parity  of  the  two  metals.  What  use  would  such  a  law 
have  after  the  Government  had  relinquished  all  control  over  the 
redemption  of  money,  surrendered  to  the  banks  its  agency  in  keeping 
all  our  money  equal  in  purchasing  power,  and  voluntarily  abdicated  its 
sovereignty  over  its  own  money!  It  would  be  a  word  of  promise  to  the 
ear  to  be  broken  to  the  hope.  It  would  be  a  pledge  without  the  power 
of  redemption.  What  power  can  it  wield,  what  influence  can  it  exert 
to  maintain  the  parity  of  our  money  and  redeem  the  pledges  of  the 
nation  after  it  is  deprived  of  the  right  to  issue  and  control  and  redeem; 
what  other  possible  agencies  are  there  for  maintaining  the  equality  of 
our  money  f  When  the  Government  has  washed  its  hands  of  this 
responsibility  and  turned  it  over  to  the  banks,  are  they  equal  to  the 
task! 

When  the  legal  tenders  are  gone  the  banks  would  necessarily  redeem 
their  notes  in  gold  or  silver  or  both.  To  keep  up  the  credit  of  their 
notes,  issuing  banks  would  have  to  elect,  as  the  Government  now  does, 
to  pay  in  gold.  Does  anyone  believe  they  could  do  sof  If  mouey  is 
needed  to  pay  foreign  balances  it  must  be  obtained  by  exchanging  notes 
for  it  or  it  must  be  bought  in  the  market,  and  in  that  event  it  goes  to 
a  premium.  Who  knows  whether  the  banks  with  half  their  reserves  in 
silver  will  not  redeem  in  white  money  instead  of  yellow  t  And  if  they 
do  the  parity  is  gone  and  we  are  on  a  silver  basis.  Who  can  tell  how 
soon  the  demand  for  gold  at  the  counter  of  any  bank  may  exceed  its 
ability  to  honor  the  draft!  And  in  such  an  eveut  silver  redemption 
and  gold  suspension  must  ensue.  In  such  an  event,  is  any  man  bold 
enough  not  to  tremble  when  he  contemplates  the  disaster  that  must 
follow  in  its  wake! 

With  the  volume  of  our  money  consisting  of  three  nearly  equal  parts 
of  gold  and  silver,  worth  half  its  face,  and  paper,  worth  nothing  only 
as  it  acquires  value  by  convertibility,  how  is  the  equality  of  all  that 
money  to  be  maintained!  Silver  is  now  the  equivalent  of  gold  in 
purchasing  power.  It  is  held  to  that  equivalence  by  the  power  of  a 
people's  faith  in  a  nation's  pledges.  Gould  the  banks  of  the  United 
States  hold  it  at  that  level!  We  have  witnessed  how  at  times  the 
strongest  faiths  wavered  and  the  stoutest  hearts  filtered  in  their  belief 
in  the  power  of  the  Government  to  maintain  the  parity.  The  over- 
shadowing and  paralyzing  doubt  of  this  has  kept  us  in  a  boiling  cal- 
dron of  anxiety  and  alarm,  to  the  disturbance  of  business  and  the 
confusion  of  our  finances.  If  great  alarm  prevails  now,  when  all  the 
wealth  of  the  United  States  is  behind  silver  to  hold  it  up  and  maintain 
it,  so  that  the  people  hoard  gold  and  greenbacks  and  hurry  silver  and 
silver-paper  out  of  their  hands  as  speedily  as  possible  to  the  embarrass- 
ment of  the  Government,  how  much  more  apprehensive  would  they  be 
with  more  than  half  the  coin  in  the  country  depreciated  50  per  cent, 
with  only  the  national  banks  behind  it  to  maintain  its  parity  !    It  looks 
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to  me  as  plain  as  the  way  to  parish  church  that  while  we  are  using 
silver  on  a  gold  basis,  with  the  disparity  in  value  now  existing,  we 
must  keep  the  Government  in  a  position  to  protect  it  or  we  are  in  immi- 
nent peril  of  serious  disaster  at  any  time. 

Let  us  not  deceive  ourselves  in  this,  wherever  else  we  may  go  astray. 
The  consequences  are  too  grave  to  admit  of  experiment.  The  conten- 
tion that  the  undertaking  can  be  entered  upon  with  safety  i^  entirely 
fallacious,  utterly  illusory,  as  unsubstantial  as  the  baseless  fabric  of  a 
dream,  and  if  I  thought  there  was  danger  of  the  Government  entering 
upon  so  rash  a  venture  I  would  solicit,  entreat,  and  pray  that  our  hands 
might  be  stayed  before  we  put  them  to  the  depreciation  and  degreda- 
tion  of  the  money  of  the  United  States  and  the  infliction  upon  our  peo- 
ple of  the  loss,  the  suffering,  and  misery  that  must  ensue. 

BANK  COULD  NOT  KEEP  AN  ADEQUATE  GOLD  RESERVE. 

Would  it  not  be  wise  also,  in  the  event  supposed,  to  repeal  the  act 
requiring  national  banks  to  keep  a  reserve  of  lawful  money,  consisting 
of  15  per  cent  and  25  per  cent,  respectively,  of  their  deposits,  for  it 
does  not  seem  to  me  that  this  provision  could  be  carried  out  if  the 
reserves  are  required  to  be  in  specie  exclusively".  A  law  that  is  wholly 
nugatory  and  incapable  of  execution  ought  to  be  repealed. 

The  aggregate  reserve  required  on  September  28, 1895,  to  secure 
deposits  was  $406,271,726.  There  was  held  at  the  same  time,  as  a  part 
of  the  required  reserve,  specie  to  the  amount  of  $196,237,310,  and  legal- 
tender  notes  to  the  amount  of  $94,000,000,  in  the  proportion  of  2  of 
specie  to  1  of  legal-tender  notes.  If  it  can  be  assumed  that  the  banks 
may  at  any  time  need  in  actual  possession  the  entire  amount  of  their 
reserve  they  would  have  $270,847,800  of  specie  and  $135,423,900  of 
legal-tender  paper,  adhering  to  the  same  ratio.  But  when  you  consider 
that  the  retirement  of  the  legal  tenders  and  Treasury  notes  means  the 
lessening  of  the  aggregate  of  reserve  money  almost  one-third,  and  when 
you  further  consider  that  the  total  visible  gold  in  the  Treasury  and  all 
the  banks  in  the  United  States  in  July  last,  as  reported  by  the  Director 
of  the  Mint,  was  only  $315,788,039,  you  can  not  fail  to  realize  the  diffi- 
culties the  banks  will  encounter  in  maintaining  the  required  reserves 
of  lawful  money,  and  it  gives  some  color  to  the  statements  of  bankers 
that  under  the  proposed  law  they  would  not  take  a  dollar  of  deposits. 

INCREASE  THE  CIRCULATION  OF  THE  BANKS. 

These  reflections  lead  logically  to  the  legislation  1  propose.  I  want 
the  nation  to  retam  the  means  and  perform  the  du^  of  keeping  its 
money  good  and  maintain  gold  redemption  and  the  parity  of  all  kinds 
of  money.  It  can  only  do  this  by  keeping  the  control  of  appropriate 
agencies  to  that  end.  To  enable  the  banks  to  make  their  currency 
more  elastic,  1  would  authorize  them  to  issue  to  the  par  of  the  bonds 
deposited.  This  would  make  a  i^ossible  increase  of  somethiug  over 
$20,000,000.  1  would  be  inexx)ensive,  would  indeed  cost  nothing,  and 
answers  the  first  requirement  of  an  elastic  currency.  The  reduction 
of  the  tax  on  circulation  to  one- fourth  of  1  per  cent  would  add  to  their 
interest  three-fourths  of  1  per  cent. 

If  it  is  true  that  under  the  present  law  banks  receive  forty-five  one- 
hundredths  of  1  per  cent  or,  say,  one-half  of  1  percent  on  their  circula- 
tion more  than  they  would  on  the  investment  of  an  equivalent  amount 
of  capital  at  6  per  cent — that  is  to  say,  an  aggregate  return  of  6^  per 
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cent — it  is  obvious  that  if  they  were  relieved  of  three-fourths  of  1  per 
cent  tax  on  the  circulation  and  could  issue  10  per  cent  more  than  they 
do,  which,  loaned  at  6  per  cent,  would  yield  the  equivalent  of  two- 
thirds  of  1  per  cent  on  the  90  per  cent  already  out,  which  would  aggre- 
gate J  plus  J  plus  §,  which  is  twenty-three  twelfths,  or  nearly  2  per 
cent,  so  that  the  total  return  on  capital  would  be  8  per  cent.  At  that 
profit  banks  would  put  out  all  the  circulation  the  people  need. 

With  this  encouragement  they  might'  also  convert  a  portion  of  the 
miscellaneous  securitiei^  they  carry  and  on  which  they  are  not  realizing 
more  than  4  or  5  per  cent,  but  which  they  are,  for  various  reasons, 
reluctant  to  part  with,  into  Government  bonds  to  increase  their  circu- 
lation. I  find,  on  examination,  that  the  national  banks  of  the  United 
States  are  carrying  $195,000,00!o  of  these  miscellaneous  securities,  with 
an  aggregate  circulation  of  only  $220,000,000.  In  Pennsylvania  411 
national  banks,  with  $75,000,000  of  capital  stock  and  holding  but 
$27,000,000  of  bonds  for  circulation,  carry  $31,000,000  of  miscellaneous 
securities. 

In  Lancaster  County,  Pa.,  which  I  have  the  honor  to  represent, 
embracing  a  territory  of  1,000  square  miles,  there  are  26  national  banks 
with  a  capital  stock  of  $3,660,000  and  a  circulation  of  $1,087,430;  yet 
those  banks  carry  stocks  and  securities  amounting  to  $731,139,  as 
appears  from  a  tabulated  statement  I  hold  in  my  hand. 

Bank  Btatement  for  Lanoaeter  City  and  County,  September  28,  1895, 


CITY  BANKS. 


First  National 

Conestoga  N  ational . 
Farmers^  National . . 


Fulton  National. 
Lancaster  County  National . . 

Northern  National 

People's  National 


U.S. 

Capital 

bonds  to 

stock. 

secure  cir- 

culation. 

$210,000 

$210. 000 

200,000 

50.000 

450.000 

110,000 

200, 000 

50.000 

300,000 

50,000 

125,000 

120,  000 

200.  UOO 

50,000 

Note 
circula- 
tion. 


Total  city  banks 1, 685, 000 


COUNTT  BANKS. 

Keystone,  Manheim 

National,  Manbeim 

First  National,  Marietta 

Lincoln  National 

LititK  National 

First  National,  Columbia 

Central  National,  Columbia. . 

Columbia  Nationdl 

Christiana  National 

Elisabetbtown  National 

Epbrata  National 

Farmers*  National,  Epbrata . 
first  National,  Strasburg . . . 

guarry  ville  National 
ap  National 

New  Holland  National 

First  National,  Mount  Joy . . 
Union  National,  Mount  Joy 
Mountville  National 

Total  county  banks . . 
Total  city  banks 


Total  city  and  county. 


60,000 

150,000 

100,000 

60,000 

105, 000 

200.  000 

100,000 

300.  COO 

150,000 

100, 000 

125. 000 

50.000 

80,000 

60.000 

50,000 

125,000 

100, 000 

100, 000 

50,000 


1, 965, 000 
1, 685, 000 


$188, 000 
45,000 
05. 380 
45,000 
44,000 
108, 000 
44,280 


640,000  I   567,660 


45,000 
40.000 
50,000 
15.000 
35.000 
50,000 
25.000 
50.000 
12,500 
25,000 
52.000 
12,500 
20.000 
15,000 
12,500 
36,000 
25,000 
50,000 
12.500 


582,000 
640,000 


3,650,000  I  1,222,000 


40,  500 
35,260 
45,000 
13, 500 
31,500 
44.700 
22, 500 
45,000 
10,250 
22,200 
48, 800 
11,250 
18.000 
13,500 
11,250 
31.  500 
21,800 
44,320 
10,950 


519,  770 
567,660 


Individual 
deposits. 


$230,635 
351.074 
560, 260 
488,088 
614, 156 
118, 983 
343,  837 


$17, 705 
25, 858 
41, 704 
32,902 
18,  071 
9,320 
12,123 


2,737,033  i  157,683 


1,087,430 


60.832 

87, 071 
218. 462 

49,760 
127, 611 
301,  871 
197, 510 
390,304 

86,270 
130, 307 
165,  809 

84,050 
102, 696 
119. 141 

79,304 
163,665 
138, 968 

95, 794 
114, 591 


2. 713, 344 


418 

5,087 

3,480 

582 

15.510 

18.862 

631 

19, 959 

4,814 

3,187 

4,375 

1,830 

4,530 

3,090 

491 

4,131 

12, 169 

8,810 

8,854 


$19, 525 
13, 023 
79,  934 
45,256 

106, 783 

4,988 

24,  645 


Stocks 
and 

securi- 
ties. 


$102, 496 
65,519 
68, 335 
13,097 
27,475 
371 
1,195 


295, 0J4  ,  278,388 


120,810  I  385,156 


2, 737. 033  157, 683  :  295, 054 


5,450,377  278,493  ^   680,210 


5,188 

10,000 

19,199 

39,000 

21, 546 

95, 692 

66,  373 

19,500 

2,189 

48,887 

27.288 

22,565 

16, 813 

32,507 

41,280 

70,950 

27,685 
27,660 

9,938 

2,500 

14.543 

1,033 

44,120 

27,273 

23,227 

.5.900 

13.352 

26,913 

21,385 

27,638 

25. 103 

17.393 

25,852 

5,000 

15,435 

452. 751 
278, 388 


731. 139 
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It  thns  appears  that  aboat  one-third  of  the  stock  is  represented  by 
United  States  bonds,  with  the  maximum  circniation  out  on  the  bonds 
deposited. 

In  contrast  with  the  monetary  sitnation  in  my  district  and  in  Penn- 
sylvania I  call  your  attention  to  a  similar  statement  of  the  banking  sit- 
uation in  the  eight  Soathem  States  named,  in  not  one  of  which  does  the 
circulation  exc^d  that  in  Lancaster  County  alone,  and  yet  in  every  one 
of  these  States  the  banks  carry  large  amounts  of  miscellaneous  securities 
which  might  be  converted  into  bonds  to  increase  their  circulation.  I 
have  taken  the  pains  to  look  into  these  figures  to  see  what  means 
national  banks  already  have  to  increase  their  accommodations  to  the 
public  if  they  have  a  sufBdeut  motive  for  doing  so,  and  I  attach  the 
statement  as  follows: 

Bank  $tatefnent  far  eight  Southern  States,  September  98, 1896, 


Stftie. 


North  Catolma $2,718,000 


^tock. 


South  Carolina. 

Georgia 

Florida 

Alabama . . . 
Misaiftaippi 
Loaisiana . . 
Arkauaaa . . 


i,9iaooo 

3,616,000 
1,435,000 
3,485,000 
865.000 
3,000,000 
1,220,000 


Bonds  do- 
poflited. 


$816,500 

574,750 
1,084,000 

417,500 
1,142,000 

238,750 
1, 140, 000 

289,000 


Cixoula- 
tlon. 


$666,176 
610,000 
025,062 
868,600 

1, 000, 000 
210,000 

1,080.072 
260,100 


IndiTidual 
deposits. 


$4, 650, 610 
3,575,467 
6,608,356 
8,860.134 
5,636,171 
1, 610, 088 

18,088,073 
1,742,385 


Due  from 
reserve 
agents. 


$562,166 
425,020 
752, 413 
664,054 
644, 345 
105,233 
1,012,884 
360,120 


Stocks 
and  secur- 
ities. 


$206,636 

1,003,800 

783,083 

630,102 

1,272.654 

341,608 

3, 403. 162 

04,013 


National 
banks. 


27 
16 
29 
18 
26 
10 
19 
9 


BELIEF  FROM  SMALLEB  BANKS. 

Then  there  would  be  in  some  sections  of  the  country  a  considerable 
degree  of  relief  in  the  permission  to  organize  national  banks  with  a 
capital  stock  of  $20,000  in  towns  not  exceeding  4,000  inhabitants.  In 
the  South  and  West  this  relief  is  much  needed.  In  some  other  sections 
it  would  not  be  availed  of.  In  my  district,  of  the  26  national  banks, 
but  2  have  not  exceeded  the  minimum  limit  of  capital  stock,  yet  you 
can  not  travel  more  than  ten  or  fifteen  miles  without  finding  a  national 
bank  ready  and  willing  to  accommodate  you.  In  the  eight  Southern 
States  named  above  there  are,  all  told,  but  154  national  banks,  scarcely 
more  than  one-third  the  number  in  Pennsylvania.  It  is  easily  seen  that 
these  States  are  in  urgent  need  of  an  alteration  in  the  law  enabling 
national  banks  to  organize  with  smaller  capital  than  is  now  allowed. 


BEENFOBOE  THE  BESEBVE. 

This  brings  me  to  the  larger  and  more  interesting  proposition  which 
has  for  its  object  the  reenforcement  of  the  gold  reserve  by  utilizing  for 
that  purpose  the  idle  silver  bullion  in  the  Treasury  vaults  and  the  United 
States  mints.  The  main  point  T  have4n  viewis  to  strengthen  the  reserves 
and  restore  public  confidence.  It  is  time  we  had  ended  the  stupendous 
folly  of  keeping  $100,000,000  worth  of  sUver  bullion  in  utter  idleness, 
not  available  even  for  the  redemption  of  the  notes  issued  for  the  pur- 
chasing of  it. 

The  provisions  of  the  biU  are  direct  and  simple,  and  in  carrying  them 
into  execution  no  serious  embarrassments  of  any  kind  can  ensue.  The 
administrative  details  may  require  some  modifications,  but  the  leading 
features  of  the  measure  can  be  expressed  in  a  few  lines.  It  provides 
for  uniting  the  unappropriated  and  idle  silver  bullion  purchased  with 
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the  Treastiry  notes  of  1890  with  the  gold  reserve,  constitnting  a  con- 
solidated reserve  redemption  fand  to  be  set  apart  and  kept  separate  and 
apart  for  the  exclusive  purpose  of  redeeming  our  legal-tender  paper.  In 
the  operation  of  redemption  the  Secretary  of  the  Treasury  shall  have 
the  option  of  using  gold,  or  silver  bullion  at  its  gold  value  in  the  leading 
markets  at  the  time  the  paper  is  presented,  or  he  may  redeem  in  silver 
dollars  at  the  option  of  the  holder.  When  the  United  States  legal- tender 
notes  are  redeemed  they  shall  be  reissued  as  under  existing  law.  The 
Treasury  notes  of  1890  when  redeemed  in  silver  shall  be  canceled  and 
retired.  The  gold  fund  shall  be  maintained  as  under  existing  law  and 
tiie  silver  portion,  when  in  the  judgment  of  the  Secretary  of  the  Treas- 
ury it  requires  reenforcement,  by  the  purchase  of  silver  at  the  market 
price  with  any  surplus  in  the  Treasury  or  at  the  option  of  the  Secretary 
of  the  Treasury  with  Treasury  notes  of  the  same  character  as  those  of 
1890. 

The  consideration  which  impels  me  to  retire  the  Treasury  notes  of 
1890  when  redeemed  in  silver  is  twofold.  First,  it  keeps  the  treatment 
of  the  notes  in  harmony  with  existing  law,  which  forbids  any  of  them 
to  be  outstanding  in  excess  of  the  cost  of  the  silver  bullion,  and  the 
standard  silver  dollars  coined  therefrom  then  held  in  the  Treasury  pur- 
chased by  such  notes. 

In  the  second  place.  I  am  of  opinion  that  it  would  be  better  for  our  mon- 
etary system  if  the  Treasury  notes  of  1890  were  redeemd  and  canceled. 
The  United  States  legal  tenders,  known  as  the  greenbacks,  constitute  as 
large  a  volume  of  Government  paper  as  it  is  prudent  to  maintain.  That 
amount  we  can  safely  and  wisely  keep  out  on  the  principle  advocated 
by  John  Stuart  Mill,  which  I  think  is  sound,  that  the  minimum  amount 
of  pai)er  money  needed  in  the  circulation  should  be  supplied  by  the  Gov- 
ernment, leaving  the  balance  of  the  volume  to  be  supplied  by  the  more 
elastic  bank  currency. 

Nothing  would  be  more  likely  to  stiffen  up  the  public  faith  in  our 
intention  and  ability  to  maintain  redemption  in  gold  or  its  equivalent 
as  to  lay  $100,000,0000  of  silver  by  the  side  of  our  $100,000,000  of  gold 
and  pledge  it  all  at  its  gold  value  to  the  redemption  of  Government 
paper,  using  one  or  the  other  at  the  option  of  the  Secretary.  If  we  had 
done  so  a  year  ago  I  do  not  believe  we  would  have  had  any  need  to 
borrow  a  cent.  It  would  have  operated  in  two  ways ;  first  it  would  have 
increased  the  supply  to  meet  any  necessary  demand  for  redemption,  and 
it  would  have  curtailed  the  demand,  because  people  bringing  notes  for 
gold,  finding  they  would  get  silver  of  equivalent  value  would  conclude 
they  could  do  without  redemption.  The  unmistakable  effect  would  be 
to  check  the  endless-chain  performance. 

The  Treasury  has  been  crippled  for  lack  of  the  kind  of  money  it 
could  use  for  redemption  purposes,  though  it  had  an  abundance  of 
value  in  the  next  vault.  J.  Lawrence  Laughlin  says:  ''It  is  like  an 
army  with  guns  but  not  sufflicient  ammunition  of  the  right  size;  plenty 
of  cartridges,  but  not  of  the  right  caliber ;  they  won't  fit  the  gan,''  We 
have  an  arsenal  pretty  well  filled,  but  not  available.  One  hundred 
million  dollars  silver  bullion  made  available  for  redemption  would 
enable  the  Treasury  to  do  vastly  more  work  without  buying  gold.  We 
should  not  have  so  much  useless  ammunition.  The  Treasury  should  be 
in  position  to  defend  itself  with  the  silver  it  has  at  its  gold  value.  This 
large  accession  to  our  reserve  would  tend  to  dispel  the  fear  that  is  lurk- 
ing in  many  quarters  that  some  portion  of  our  paper  money  will  sooner 
or  later  be  redeemed  in  silver  dollars.  In  addition  to  that,  it  would 
give  additional  credit  to  the  Treasury  notes  by  placing  their  full  face 
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valne  in  ballion  behind  tliem  and  make  it  available  for  their  redemp- 
tion at  its  gold  value.  Ko  one  can  say  that  this  use  of  the  bullion  is 
a  degradation  of  the  white  metal.  It  is  directly  the  reverse.  That 
bullion  is  in  the  mud  now;  it  can  get  no  lower.  It  is  dishonored  and 
cast  down.  It  is  not  even  permitted  to  be  useful.  This  will  lift  it  up 
toward  its  lost  estate  and  give  it  the  rank  and  dignity  of  money.  It 
will  be  as  suitable  for  export  as  gold  and,  being  used  at  its  gold  value, 
no  one  can  suffer  injustice.  The  danger  of  loss  by  a  fall  in  price  before 
it  reached  its  destination  abroad  presents  no  practical  ditiiculty,  for 
putting  silver  to  use  will  be  more  likely  to  sustain  the  market  than  to 
depress  it,  and  the  holder  would  be  more  likely  to  make  than  lose. 

Leslie  C.  Probyn,  in  the  Journal  of  the  Royal  Statistical  Society  of 
London,  says  that  in  the  United  States  the  large  stock  of  silver  held 
is  absolutely  useless  in  maintaining  the  parity  of  that  metal  with  gold. 
He  says  our  currency  would  be  in  much  sounder  condition  if  the  entire 
holdings  of  silver  were  converted  into  gold.  "  We  are  living  in  a  fool's 
paradise,"  says  this  writer,  "  and  the  liability  on  account  of  the  cur- 
rency is  concealed  by  the  creation  of  a  fictitious  asset  in  the  form  of 
the  difference  between  the  nominal  and  real  valne  of  the  silver  held  in 
the  Treasury."  It  will  be  remembered  that  Secretary  Windom,  in  his 
annual  report  for  the  year  1889,  recommended  the  issue  of  Treasury 
notes  against  deposits  of  silver  bullion  and  the  redemption  of  the  notes 
in  bullion  at  its  market  value.    In  his  own  words  the  proposition  was: 

Issue  Treasury  notes  against  deposits  of  silver  buiUion  at  the  market  price  of  silver 
when  deposited,  payable  on  demand  in  such  quantities  of  silver  buiUion  as  will  equal 
in  value,  at  the  date  of  presentation,  the  number  of  dollars  expressed  on  the  face  of 
the  no  es  at  the  market  price  of  silver,  or  in  gold  at  the  option  of  the  Government, 
or  in  silver  dollars  at  the  option  of  the  holder. 

House  bill  7247,  now  before  the  committee,  extends  that  mode  of 
redemption  to  all  legal-tender  paper.  To  apply  it  to  one  kind  of  Gov- 
erumei)  t  paper  and  not  another  would  be  objectionable,  because  it  would 
be  a  discrimination  that,  in  a  measure,  would  discredit  one  portion  of 
our  money.  While  we  are  maintaining  the  paritj'^  of  all  our  money,  like 
kinds  of  paper  should  be  treated  in  like  manner.  The  Windom  idea 
met  with  quite  general  acceptance,  and  accordingly  it  was  embodied  in 
a  bill  and  introduced  in  the  Fifty-first  Congress.  It  was  rei)orted  favor- 
ably by  the  Committee  on  Coinage,  Weights,  and  Measures  and  passed 
the  House.  In  the  Senate  it  was  converted  into  a  free-coinage  bill,  and 
in  the  conference  committee  it  underwent  another  transformation  and 
came  out  the  act  of  1890. 

Mr.  Windom  in  his  report  says  the  advantages  of  retaining  the  option 
to  redeem  in  gold  are  threefold :  First,  it  would  give  additional  credit 
to  the  notes;  second,  it  would  i3revent  the  withdrawal  and  redeposit  of 
silver  for  speculative  purposes;  third,  it  would  afltbrd  a  convenient 
method  of  making  change  when  the  weight  of  silver  bars  does  not  cor- 
respond with  the  amount  of  the  notes.  In  the  course  of  his  argument 
Mr.  Windom  brought  into  distinct  view  the  inexpediency  of  piling  up  in 
the  vaults  of  the  Treasury  a  large  quantity  of  silver  bullion  which 
could  not  be  made  available  for  the  redemption  of  the  very  notes  which 
were  based  upon  it.  Singularly  enough,  that  is  the  precise  situation 
we  are  in  at  this  time,  and  it  was  to  improve  that  situation  that  I 
introduced  the  bill  I  am  advocating. 

At  the  risk  of  being  tedious  I  will  reproduce  some  of  the  advantages 
of  the  measure  which  were  presented  by  Mr.  Windom,  as  far  as  appli- 
cable to  our  present  situation. 


-< 
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MR.   WINDOM'S  propositions. 

(1)  It  would  give  us  a  paper  cnrrenoy  not  subject  to  undue  or  arbitrary  inflation 
or  contraction,  nor  to  fluctuating  values,  but  based,  dollar  for  dollar,  on  bullion  at 
its  market  price;  and  having  behind  it  the  pledge  of  the  Government  to  maintain  its 
value  at  par,  it  would  be  as  good  as  gold  and  would  remain  in  circulation,  as  there 
could  be  no  motive  for  demanding  redemption  for  the  purposes  of  ordinary  business 
transactions. 

(2)  By  the  utilization  of  silver  in  this  way  a  market  would  be  provided  for  the 
surplus  product.  This  would  tend  to  the  rapid  enhancement  of  its  value,  until  a 
point  would  be  reached  where  we  could  with  safety  open  our  mints  to  the  free 
coinage  of  silver. 

(3)  The  volume  of  absolutely  sound  and  perfectly  convenient  currency  thus  intro- 
duced into  the  channels  of  tra^e  would  also  relieve  gold  of  a  part  of  the  work  which 
it  would  otherwise  be  required  to  perform.  Both  of  the  causes  last  mentioned,  it  is 
confidently  believed,  would  tend  to  reduce  the  difference  iu  value  between  the  two 
metals  and  restore  the  equilibrium  so  much  desired.  It  would  furnish  a  perfectly 
sound  currency  to  take  the  place  of  retired  national-bank  notes,  and  thus  prevent 
the  contraction  feared  from  that  source. 

(4)  There  would  be  no  possibility  of  loss  to  the  holders  of  these  notes,  because  in 
addition  to  their  full  face  value  in  bullion  they  would  have  behind  them  the  pledged 
faith  of  the  Government  to  redeem  them  in  gold,  or  its  equivalent  in  silver  DuUion. 

The  force  of  these  propositions  must  be  admitted,  and  it  is  difficult  to 
discover  countervailing  reasons  sufficient  to  overthrow  them. 

In  considering  the  necessity  for  strengthening  the  gold  reserve  by 
the  use  of  our  available  silver  bullion,  it  must  not  be  forgotten  that 
when  the  $100,000,000  limit  was  adopted  we  had  but  about  $340,000,000 
of  legal  tenders  to  be  covered,  whereas  now  we  have  nearly  $500,000,000, 
to  say  nothing  of  the  silver  certificates  and  bank-note  currency.  That 
we  need  a  larger  reserve  for  the  work  it  has  to  do  I  think  is  too  obvious 
to  need  to  be  argued. 

Indeed,  every  consideration  that  occurs  to  me  bearing  upon  the 
application  of  curative  measures  to  the  present  situation  with  a  view 
to  allajring  the  anxiety,  alarm,  and  distrust  which  has  so  long  existed, 
and  of  reassuring  the  public  mind  and  restoring  that  contidence  so 
necessary  to  bring  normal  conditions  to  the  help  of  our  monetary  sys- 
tem, unites  in  commending  and  urging  upon  the  attention  of  this  com- 
mittee of  Congress,  and  of  the  country,  not  only  the  suitableness  of 
this  measure  to  the  existing  situation,  but  as  the  most  promising  form 
of  remedial  legislation  now  possible. 
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Committee  on  Banking  and  Ourbenoy, 

House  of  Eepebsentatives, 
Washington^  D.  C,  Saturday,  Decemher  19, 1896. 

The  committee  met  at  10.45  a.  m.  for  the  piirx>ose  of  hearing  a  state- 
ment of  Mr.  W.  L.  Koyall,  of  Eichmond,  Va. 

Members  present:  The  chairman  (Mr.  Walker),  and  Messrs.  Brosius^ 
Johnson,  yan  Voorhis,  McCleary,  Fowler,  Calderhead,  Hill,  Aldrich, 
Cox,  and  Black. 

Before  the  committee  was  called  to  order  Mr.  Royall  made  the  fol- 
lowing statement: 

IVFORMAL  STATEWEIirr  OF  MR.  WILLIAM  L.  EOTALL,  OF 

EICHMOHB,  VA. 

I  am  52  years  of  age.  I  was  born  and  reared  in  Virginia.  I  served 
all  through  the  war  as  a  Confederate  soldier,  and  my  commanding  offi- 
cers certify  that  my  record  was  a  good  one.  I  have  lived  thirty  years 
in  Richmond  City,  where  I  am  as  well  known  as  any  citizen  of  the 
place.  I  practice  law,  and,  for  five  years,  have  been  the  principal  edi- 
torial writer  of  the  Richmond  Times  and  am  known  in  that  capacity  to 
all  the  people  of  Richmond.  The  Richmond  Times  is  owned  by  Mr. 
Joseph  Bryan,  the  leading  facts  in  whose  life  are  similar  to  those  I 
have  stated  of  myself.  Mr.  Bryan  is  as  much  respected  as  any  citizen 
Richmond  has. 

The  Times  has  been  a  single-standard  gold  paper  throughout  all  the 
contest  over  free  silver,  and,  though  an  extreme  Democratic  journal, 
it  split  with  its  party  in  the  recent  Presidential  election  and  did  all  in 
its  power  to  contribute  to  the  defeat  of  WiUiam  J.  Bryan. 

On  the  afternoon  of  November  5, 1896,  the  Richmond  Dispatch,  which 
had  been  a  free-silver  paper  throughout  the  canvass  and  an  ardent 
advocate  of  the  election  of  Br^'an,  posted  a  bulletin  stating  that  it  had 
been  ascertained  that  the  vote  in  Indiana  would  be  cast  for  Bryan. 
The  impression  got  out  from  this  bulletin  that  Bryan  was.  elected.  A 
crowd  of  three  or  four  hundred  Bryanites  collected  in  front  of  the  Dis- 
patch of&ce  and  hung  around  it  until  the  night  was  somewhat  advanced. 

Mr.  Joseph  Bryan  had  been  notified  during  the  day  that  a  hostile 
demonstration  of  some  sort  would  be  made  against  his  paper  that 
night  by  the  Bryanites,  and  he  informed  the  chief  of  police  of  it,  in 
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consequence  of  whieh  the  chief  posted  a  strong  police  force  at  and 
near  the  Times  building.  About  10  or  11  o'clock  in  the  night  the 
crowd  in  front  of  the  Dispatch  office  surged  up  toward  the  Times 
(^oe.  When  near  to  it,  and  plainly  intending  to  make  some  demon- 
stration against  it,  the  police  intervened,  and  with  great  di£9iculty 
dlv^-ted  it  from  the  Times  building. 

It  has  since  been  thought  by  conservative  men  who  learned  the 
tem^per  and  feeling  of  that  crowd  that  if  the  police  had  not  interfered 
it  would  have  guttod  the  Times  offices.  Mr.  Eugene  Massie,  a  mem- 
ber of  the  bar  of  the  city  of  Richmond,  told  Mr.  Joseph  Bryan  and 
myself  that  he  went  into  the  crowd  when  the  police  were  endeavoring 
to  divert  them  from  the  Times  building  and  heard  what  they  were 
talking  about,  and  that  he  believes  that  if  either  Mr.  Bryan  or  myself 
had  appeared  among  them  we  would  have  been  torn  limb  from  limb. 

When  baffled  at  the  Times,  the  crowd  surged  off  to  the  State  execu- 
tive mansion,  which  is  near  by,  and  gathered  about  the  building, 
jeering  and  hooting  at  the  governor  of  the  State,  who  had  been  a 
most  positive  opi)onent  of  the  election  of  Bryan,  until  many  persons 
thought  that  the  governor  was  in  real  danger. 

I  inclade  as  part  of  this  statement  the  following  account  of  the 
affair  as  it  appeared  on  the  morning  of  Kovember  6  in  the  Richmond 
Times: 

IHpped  it  in  ihe  hud-^J  preewnoeried  9oA«fiie  to  atiaok  the  Times  office  foiled  hy  SergemU 
C^6y  and  hie  men — One  of  the  ringleadere  arrested  and  Jailed — More  excitement  caused 
hjf  bogus  returns — Indignation  against  their  author. 

After  holding  oat  for  two  days  in  the  face  of  the  most  decided  figares.  Chairman 
JoneSy  who  managed  the  Bryan  campaign,  late  yesterday  afternoon  came  out  in  a 
statement  to  the  press  giving  up  the  ^ght  and  conceding  McKinley's  election,  thus 
knocking  the  last  prop  from  under  tne  hopes  which  ardent  Bryanites  had  based 
npon  his  hopeful  bulletins. 

Before  Jones's  statement  arrived,  however,  reports  emanating  from  the  same  nnre- 
liable  quarter  that  aroused  the  citizens  of  Richmond  so  needlessly  Wednesday  night 
had  again  gathered  togetiier  a  cheering  crowd,  which  massed  itself  before  the  buUetin 
board  and  ea^^erly  perused  the  dispatches  as  they  were  posted  np.  Up  to  the  time 
that  the  legitimate  noon  press  ceased  coming  there  were  no  figures  shown  tending  to 
alter  the  result  in  the  slightest.  After  that  hour,  however,  a  dispatch  which  bad 
been  manufactured  by  somebody  was  stuck  on  the  boaid|  making  the  statement  that 
Indiana  had  gone  for  Bryan. 

CAME  BY  FREIGHT. 

Both  of  the  telegraph  companies  were  (questioned  by  anxious  inquirers  oonojm- 
ing  this  mysterious  dispatch,  but  each  denied  that  the  same  had  come  by  wire.  The 
presumption  is  that  it  was  either  received  by  freight  or  was  the  work  of  an  enter- 
prising fakir. 

Be  &at  as  it  may,  however,  it  aronsed  the  most  intense  enthusiasm,  although  a 
moment's  reflection  would  have^demouetrated  to  anyone  that  even  if  true  the  gen- 
eriJ  result  would  not  be  altered.  This  remarkable  bulletin  concluded  the  side  show 
for  several  hours,  and  it  was  only  reopened  to  put  up  Mr.  Jones's  acknowledgment 
of  defeat. 

It  was  thought  that  this  decided  evidence  of  the  result  of  the  election  would  dis- 
perse the  crowd,  and  that  a  little  rest  would  be  granted  the  tired  citizens.  This 
was  not  the  case,  however,  for  shortly  after  dark  tne  crowd  again  gathered  in  fh>nt 
of  the  bnUetin  board  at  the  comer  of  Twelfth  and  Main  streets.  A  barrel  was 
secured  and  planted  in  front  of  Mr.  Chris.  Evensen's  restaurant.  One  of  the  crowd 
mounted  the  improvised  stand  and  made  a  lengthy  speech,  eulogizing  Bryan  and 
denouncing  his  enemies.  Parts  of  his  speech  were  quite  inflammatory,  and  his  ref- 
erences to  the  Times  so  excited  the  crowd  that  they  started  on  a  run  for  the  Times 
office,  whether  to  damage  the  building  or  indulge  in  windy  warfare  did  not  appear. 
foT  they  were  met  by  a  squad  of  stalwart  policemen  near  the  comer  of  Tentn  and 
Main  streets  and  ordered  to  turn  back.  The  manner  of  the  officers  was  so  decided 
that  the  ringleaders  were  thoroughly  subdued  and  the  whole  outfit  went  back  to 
their  favorite  haunt  at  Twelfth  and  Main  streets.  The  manner  in  which  the  police 
onelled  the  demonstrati<m  was  but  another  indication  of  the  efficiency  of  that 
aepartment  in  this  city. 
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SKBGEANT  COSBT^S  GBKBRALSHIP. 

The  sqaad  of  police  was  tinder  the  charge  of  Sergt.  Jnnins  A.  CoBby,  of  the  second 
district.  Sereeant  Cosby  displayed  consummate  generalship  in  dealing  with  the 
excited  crowd.  He  formed  a  line  across  the  street  with  his  force,  and  then  announced 
to  the  rioters  in  determined  tones  that  if  the  paint  even  on  the  Times  Building  was 
scratched  they  would  have  to  walk  over  his  dead  body  to  do  it. 

Some  of  those  in  the  crowd  made  disrespectftil  remarks  concerning  the  police,  but         -V 
they  did  not  venture  to  disobey  Sergeant  Cosby's  command  not  to  come  any  farther.  ■ 

It  is  most  probable  that  the  crowd  would  have  done  no  more  damage  than  to  have 
made  a  great  many  discordant  noises,  since  the  majority  of  them  were  boys  and  the 
rest  members  of  society  best  d^cribed  as  rag,  tag,  and  bobtail ;  but  the  action  of  the 
sergeant  and  his  force  was  none  the  less  timely  and  commendable. 

RINGLEADER  ARRESTED. 

Soon  after  the  mob  had  dispersed  one  of  its  ringleaders,  W.  W.  Allen,  who  resides 
at  the  corner  of  Twenty-second  and  Main  streets,  came  back  to  the  vicinity  of  the 
Times  office.  He  was  warned  by  Sergeant  Cosby  to  make  himself  scarce,  but  refused 
to  do  so,  asserting  emphatically  his  ri^ht  as  a  citizen  of  Richmond  to  go  where  he 
pleased.  He  became  so  vehement  in  his  assertions  that  Sergeant  Cosby  grew  weary 
of  him,  put  him  under  arrest,  and  called  the  patrol  wagon.  Allen  declared,  with 
virtuous  indignation,  that  he  had  never  been  in  the  wagon  before.  "That  makes  no 
difference,"  said  Sergeant  Cosby,  "this  is  one  of  those  nights  that  you  will  have  to 
ride  in  the  wagon ;  so  get  in." 

At  the  second  station  Allen  was  charged  with  being  disorderly  on  the  street.  The 
whole  demonstration  was  a  preconcerted  scheme,  arranged  early  yesterday  afternoon, 
and  much'  damase  might  have  been  done  but  for  the  prompt  steps  that  were  taken. 

There  was  widespread  indignation  in  Richmond  yesterday  among  the  respectable 
citizens  who  were  roused  from  their  sleep  Wednesday  nifi^ht  by  the  news  that  Bryan 
had  been  been  elected  and  the  wild  whoops  and  cheers  of  the  silverites.  These  citi- 
zens dressed  hastily  and  hurried  down  to  the  Times  office,  only  to  find  that  there  was 
no  ground  for  the  rumor  except  some  visionary  statements  of  Chairman  Jones,  doc- 
tored up  in  such  a  way  as  to  appear  to  show  conclusively  that  free  silver  had  triumphed.  V 

MONEY  LOST. 

Not  only  was  mnoh  nersonal  inconvenience  caused  by  this  extraordinary  action,  but 
it  was  learned  yesterday  that  a  good  deal  of  money  was  lost  by  those  who  have  for 
years  banked  upon  the  accuracy  of  the  source  from  which  the  news  emanated.  A 
number  said  yesterday,  however,  that  they  had  learned  a  lesson,  and  would  not  be 
similarly  taken  in  again. 

Besides  the  personal  inconvenience  and  loss  of  money  that  many  exx>erienced,  the 
needless  demonstration  resulted  in  seriously  disturbing  the  sick  people  in  various 
parts  of  the  city,  especially  those  at  the  hospitals,  and  there  were  many  complaints 
from  these  sources  yesterday. 

In  sharp  contrast  with  the  wild  rumors  bulletined  for  the  truth  by  others  has  been 
the  conservative  course  of  the  Times.  From  the  first,  every  figure  obtainable  has 
been  given  with  the  most  impartial  accuracy,  and  the  figures  to-day  show  that  every 
statement  made  has  been  conservative  in  the  extreme. 

The  r^iK)rter  who  prepared  this  account  had  very  little  time  or  oppor- 
tunity to  ascertain  the  real  facts.  It  has  since  become  general  knowl- 
edge in  the  city  of  Eichmond  that  this  account  wholly  fails  to  exhibit 
the  true  character  and  animus  of  the  mob.  It  was  not  a  crowd  of  boys 
and  riffraff  at  all.  It  was  such  a  crowd  as  usually  collects  at  a  news- 
paper office  in  exciting  times  when  everyone  wants  to  learn  the  news. 
It  undoubtedly  contained  boys  and  men  who  might  be  classed  with  the 
riffirafT.  But  it  contained  many  others  who  are  not  to  be  placed  in  either 
class.  It  was  a  fair  representative  crowd  of  such  people  as  go  upon  the  ^^ 
streets  in  such  times. 

I  have  reluctantly  brought  these  facts  to  the  attention  of  the  com- 
mittee and  only  after  a  good  deal  of  deliberation.  But  they  are  most 
important  facts  and  they  coutain  a  fair  index  of  a  widespread  x>opular 
feeling.  These  people  cared  nothing  particularly  for  free  silver.  But 
they  feel  that  existing  conditions^  in  depriving  the  great  body  of  the 
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people  of  all  media  of  exchange,  are  an  outrage  to  them,  and  there  is  a 
widespread  and  deep-seated  feeling  of  revolt  and  resentment  at  it  which 
the  committee  should  take  under  consideration. 


STATEWBirr  OF  ME.  W.  L.  EOTALL,  OF  RICHMOHD,  VA. 

Mr.  Chairman  and  Gentlemen  of  the  Committee  :  I  shall  lay- 
down  some  very  radical  doctrines  this  morning,  which  I  am  afraid  will 
not  meet  with  your  entire  approbation^  but  so  convinced  am  I  that  I 
stand  on  bed  rock  that  I  shall  boldly  state  my  position  and  defend  it, 
running  the  risk  of  all  sneers  in  its  advocacy.  The  question  is  one  of 
such  preeminent  importance  that  I  think  it  wise  not  to  trust  to  an 
extemx)ore  address.  No  light  or  idle  words  should  be  spoken  upon  it, 
and  I  have  therefore  committed  my  remarks  to  writing  and  will  read 
them  to  the  committee. 

[Mr.  Eoyall  proceeded  to  read  as  follows:] 

Mr.  Chairman  and  gentlemen  of  the  committee,  the  safest  plan  for 
securing  a  correct  view  of  this  subject  is  to  get  some  idea  of  the  condi- 
tions which  existed  in  1860,  and  compare  those  conditions  with  what 
exists  now.  I  will  illustrate  with  Virginia,  because  I  am  perfectly 
familiar  with  the  conditions  there,  but  what  I  shall  say  will  prove  upon 
investigation  to  be  pretty  much  the  same  all  over  the  South  and  over  a 
great  part  of  the  West. 

condition  of  vtbginia  banks  in  1860. 

« 

Virginia's  banks  had  in  1860,  in  the  way  of  banking  resources, 
$16,005,156  of  capital,  $9,812,197  of  circulation,  against  which  her 
banks  held  $2,943,652  of  specie  and  $7,729,652  of  deposits.  (See  Ex. 
Doc.  38,  Senate,  Fifby-second  Congress,  second  session,  part  1,  p.  99.) 
Her  laws  did  not  require  the  banks  to  hold  any  reserve  at  all,  except 
that  they  were  not  allowed  to  issue  notes  in  excess  of  $5  for  $1  of  spe- 
cie on  hand.  Deducting  the  specie  on  hand,  then,  from  the  circulation, 
her  banks  had: 

Capital $16,005,156 

Depositfi 7,729,652 

Circulation  (specie  of) 6,868,545 

Total 30,603,353 

The  Chairman.  Do  you  assume  that  the  banks,  because  the  law 
did  not  require  any  reserve,  kept  nonet  Is  it  not  probable  that  the 
banks  kept  the  same  reserve  then  as  nowf 

Mr.  RoYALL.  I  have  here  the  reports  for  the  year  1859,  and  you  will 
find  very  little  reserve  beyond  that  of  specie.  They  kept  what  prudence 
and  experience  required. 

Mr.  FowLEB.  How  much  did  they  keep  on  an  average! 

Mr.  Eoyall.  The  specie  should  be  counted,  and  you  will  find  that 
some  banks  did  not  issue  $2  to  $1  of  gold  that  they  held,  ai^d  others 
went  as  high  as  8  to  1.    The  reserve  varied. 

Mr.  FowLEB,  The  law  provided  that  they  should  not  have  more 
than  $5  ? 

Mr.  BoYALL.  The  $5  limit  had  reference  to  note  issues,  not  reserve. 
Some  banks  issued  5  for  1,  and  some  had  8  for  1  of  specie.  In  other 
words,  it  was  within  the  control  of  sensible  men,  whose  business  was 
managed  safely,  according  to  the  circumstances  of  the  case.    That  is 
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the  proposition  I  am  here  to  contend  for.    The  record  will  bear  me  out 
in  what  I  say. 

Mr.  FoWLEB.  How  long  had  those  banks  been  in  operation  f 

Mr.  BoTAXL.  From  the  foundation  of  the  colonies.  The  system  had 
grown  up  with  the  States. 

Mr.  FowLEB.  And  was  gradually  changed  f  • 

Mr.  EoTALL.  Yes;  it  was  gradually  changed  all  the  time,  according       -^ 
to  circumstances.  ^ 

Mr.  FowLEB.  Have  you  the  record  of  failures  in  Virginia  for  any 
period! 

Mr.  RoYALL.  No,  sir;  I  have  not;  but  the  record  was  not  worth 
preserving,  because  there  were  no  failures  of  importance,  and  you  will 
be  surprised  when  you  learn  the  facts. 

The  census  of  1860  shows  that  her  population  then  consisted  of 
1,047,411  whites  and  490,865  negroes,  but  the  negroes  were  all,  except 
a  small  fraction,  slaves,  incapable  of  making  contracts,  and  they  are  not, 
therefore,  to  be  considered  in  the  case.  One  million  of  white  people 
then  had  930,603,353  of  banking  capital.  What  is  her  condition  to-day  t 
The  report  of  the  Comptroller  of  the  Currency  for  1895  shows  that  her 
national  banks  have — 

Cftpital,  Borplns,  and  nndiTided  profits $8,061,689 

DepoeitB 13,829,645 

Total 21,891,284 

But  the  national  act  requires  15  per  cent  of  the  deposits  to  be  held 
as  a  reserve,  so  that  when  this  is  taken  off,  as  we  took  the  specie  off, 
in  the  case  of  the  State  banks,  they  have  only  $19,816,808.  y 

CONDITIONS  IN  VIBaiNIA  TO-DAT. 

Now,  the  census  of  1890  shows  that  Virginia  has  1,655,980  inhabit- 
ants, and  as  the  negroes  are  now  as  cap^le  of  contracting  as  the 
white  people,  it  results  that  1,655,980  people  have  only  $19,816,808  to 
do  business  with,  as  against  $30,603,353  that  1,000,000  of  people  had 
in  1860.  The  Virginian  of  to  day  naturally  sighs  for  the  conditions  of 
the  Virginian  of  1860. 

The  Chairman.  What  is  the  per  capita  to-day  f 

Mr.  EoYALL,  It  is  twelve  or  thirteen  dollars. 

Mr.  Hill.  I  thought  you  left  out  the  national-bank  reserve  in  stat- 
ing Virginia's  present  bank  resources?* 

Mr.  BoTALL.  I  did^  and  my  statement  includes  only  the  capital, 
surplus  fund,  and  undivided  profits  of  the  national  banks.  The  notes 
are  simply  capital  in  another  form,  and  if  you  included  them  it  would 
be  double. 

Mr.  Fowler.  Have  you  the  record  to  show  what  the  rates  of  inter- 
terest  were  before  the  war! 

Mr.  RoYALL.  The  legal  rate  was  6  per  cent,  the  same  as  now,  and 
the  banks  are  now  supposed  to  follow  that,  but  they  do  not.  They 
charge  high  rates — ^whatever  they  can  get.  ^ 

Mr.  Fowler.  Is  the  rate  higher  now? 

Mr.  RoYALL.  The  rate  is  6  per  cent  now,  but  there  are  hardly  any 
banks  which  charge  less  than  7. 

Mr.  Brosius.  What  is  the  State  rate  of  interest? 

Mr.  RoYALL.  Six  per  cent. 

Mr.  Brosius.  Do  the  national  banks  charge  moref 
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Mr.  RoYAi^ii.  I  don't  want  to  get  our  banks  into  trouble.  I  have  no 
right  to  say. 

Mr.  Broshts.  I  understood  you  to  say  so. 

Mr.  EoYALL.  Well,  I  have  paid  more.  Money  is  Very  high  now  in 
Virginia. 

[Beading:]  But  when  we  analyze  the  ease  a  little  more  closely,  we 
find  the  great  body  of  the  Virginians — those  who  live  in  the  country — 
entitled  to  make  a  still  more  serious  complaint. 

The  following  shows  the  banking  resources  of  the  seven  cities  of 
importance  in  Virginia  at  this  time,  under  the  national-bank  law,  as 
taken  firom  the  report  of  the  Comptroller  of  the  Currency  for  1895,  the 
15  per  cent  being  taken  off,  to  wit: 

Bicbmond $6,112,720 

Lynchbnrg 2,655,3:^8 

Petersburg 443,104 

Norfolk 2,159,887 

Alexandria 1,071,868 

Roanoke : 1,040,318 

Staunton 1,305,126 

Total 14,788,416 

These  seven  cities  have  less  than  250,000  inhabitants.  We  find, 
then,  that  250,000  of  the  people  of  the  State — those  who  live  iu  the 
cities — have  $14,788,416  of  the  bank  resources,  while  1,435,000  of  the 
people — those  who  live  in  the  country — ^have  only  $5,028,392  to  do  their 
business  with. 

These  country  people  in  Virginia  think  that  this  condition  is  an 
outrage  upon  them.  They  rightly  hold  the  national-bank  act  respon- 
sible for  it,  because  it  is  suited  only  to  the  commercial  centers,  and 
draws  everything  to  them,  leaving  the  country  denuded. 

Mr*  Gox.  In  taking  the  seven  principal  cities  and  giving  their  popu- 
lation, in  your  comparison  of  capital  stock,  I  think  you  make  an  error 
by  taking  the  aggregate  population  of  the  rural  districts. 

Mr.  RoYAXL.  No,  sir;  I  think  not. 

Mr.  Cox.  When  you  take  that  population,  you  seem  to  throw  all  the 
rest  of  the  banks  into  the  country;  but  there  are  banks  besides  those 
in  the  seven  cities. 

The  Chairman.  The  country  people  get  accommodations  in  the  cities. 

Mr.  Rot  ALL.  I  mean  to  say  that  a  great  part  of  the  people  have  no 
place  where  they  can  get  bank  accommodations.  The  banks  are  chiefly 
iu  the  cities,  md  the  great  body  of  the  i>eople  are  remote  iix)m  them. 

Mr  Cox.  I  wanted  to  bring  that  point  out. 

Mr.  Roy  ALL.  Those  seven  cities  have  250,000  inhabitants,  and  have 
fifteen  millions  bank  resources,  and  a  million  and  a  half  in  the  rural 
districts  have  only  Ave  millions  bank  resources  and  practically  no 
banks. 

[Reading:]  This  feeling  of  outrage  is  what  caused  them  to  cast  the 
vote  they  did  cast  in  the  recent  Presidential  election.  They  are  not  in 
love  with  silver,  but  they  are  being  strangled,  and  their  action  was  a 
gasp  for  breath. 

LACK  OF  BANKING  FACILITIES. 

But  the  case  is  not  stated  even  yet.  There  are  great  districts  in 
Virginia,  larger  than  several  of  the  States  of  the  Union,  where  there 
are  no  banking  facilities  of  any  sort  whatever.  The  valley  of  the 
James  River,  from  Richmond  City  to  Clifton  Forge — more  than  300 
miles — one  of  the  most  fertile  valleys  in  the  land,  has  not  a  single 
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bank,  except  a  small  one  at  Buchanan.  In  1860  this  valley  had  banks 
with  resources  amouutiug  to  $872,191.  (SeeDoc.  14,  Virginia  legislature, 
1859-60.)  People  living  in  it  could  all  get  banking  accommodations 
then,  but  they  have  absolutely  none  now.  I  exclude  Lynchburg  in  this 
statement,  because  it  figures  in  the  cities.  It  is  excluded  from  the 
statement  for  1860. 

FABMEBS  CAN  NOT  BOBBOW. 
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For  can  a  countryman  get  any  banking  accommodations  of  any  sort. 
The  national-bank  act  concentrates  all  the  banks  in  the  cities,  and 
their  managers  do  not  know  the  farmers.  A  farmer  applies  to  a 
national  bank  for  a  loan  and  is  told  that  the  bank  has  no  money.  This 
means  that  the  president  don't  know  the  farmer,  and,  though  he  may 
have  large  means,  he  can  borrow  nothing  there. 

I  will  relate  an  instance  that  came  within  my  own  knowledge.  Sev- 
eral years  back,  when  I  was  conducting  the  litigation  for  Virginia's 
creditors  over  her  tax-receivable  coupons,  the  treasurer  of  Tazewell 
County  and  his  sureties,  who  were  citizens  of  Tazewell  County,  applied 
to«me  to  get  them  the  opportunity  to  pay  what  this  treasurer,  who  was 
in  default,  owed  the  State.  He  owed  about  $40,000.  Tazewell  County 
is  one  of  the  most  fertile  blue- grass  grazing  regions  in  the  world.  The 
treasurer's  sureties  owned  a  great  deal  of  this  grazing  land,  and  many 
cattle,  sheep,  and  other  animals.  They  were  represented  to  me,  and 
were,  worth  more  than  $600,000;  $18,000  was  necessary  to  buy  the 
coupons  with  which  to  pay  the  liability,  but  there  was  no  such  sum  of 
money  in  all  of  Tazewell  County  if  it  had  been  gleaned  with  a  rake. 
They  all  made  a  joint  note,  and  1  tried  to  raise  $18,000  on  it  in  the  city  y 

of  Kichmond,  but  no  banker  would  even  entertain  the  proposition. 
They  had  no  money — that  ia,  they  did  not  know  the  Tazewell  County 
farmers.  If  Tazewell  County  had  been  allowed  her  local  banks,  whose 
managers  knew  these  men,  they  could  have  gotton  the  money  without 
difficulty. 

This  case  was  brought  to  my  attention  by  Hon.  Frank  S.  Blair,  at 
that  time  attorney-general  of  the  State  of  Virginia,  and  I  wrote  to  him 
a  few  days  back  stating  the  facts  as  1  have  stated  them  here,  and 
asked  him  for  his  recollection  of  them.    I  have  this  answer  from  him : 

Wythkville,  Va.,  December  15, 1896, 

My  Dkar  Sir:  Yonrs  to  hand.  The  case  to  which  you  refer,  I  think,  was  that  of 
D.  B.  Baldwin,  ex-treasnrer  of  Tazewell.  Baldwin  and  sureties  came  to  Richmond 
and  employed  me  to  pay  off  Baldwin's  liabilities  in  coupons.  I  spoke  to  yoa  about 
it,  and  you  said  it  could  be  done  if  the  sureties  would  buy  the  coupons  or  raise  the 
money.  8tate  Senator  Robert  Barnes,  Clinton  Barnes,  Senator  Joe  Gillespie,  and 
several  others  made  a  note^  but  my  recollection  is  that  they  were  not  able  to  borrow 
a  cent  in  Kichmond  on  their  note.  I  do  not  now  remember  the  sequel  of  the  matter. 
My  recollection  agrees  with  yours  in  the  matter. 

Wishing  you  much  success  in  your  new  law  firm, 
I  am,  very  truly,  yours, 

F.  S.  Blair. 

Mr.  William  L.  Royall. 

An  examination  of  the  condition  of  the  branch  of  the  Farmers'  Bank 
of  Virginia  at  Blacksburg  for  1859,  as  it  is  shown  in  the  document  ^ 

referred  to,  brings  out  a  curious  fact.  Blacksburg  is  in  the  same 
region  as  Tazewell  County.  The  country  is  a  superb  blue-grsss  graz- 
ing one.  The  bauk  had  a  capital  of  $00,000;  it  had  out  notes  for 
$146,274,  against  which  it  held  $29,555  of  specie.  It  had  $50,000  of 
surplus  fund.  Now,  you  will  observe  that  the  bank  had  a  capital  of 
$60,000  and  a  surplus  fund  of  $50,000;  altogether  it  had  resources 
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amonnting  to  $256,000.  Now,  I  would  like  some  gentleman  of  this 
committee  to  tell  me  bow  much  he  thinks  the  deposits  of  that  bank 
were.  We  have  a  bank  in  Eichmond,  with  a  capital  of  $300,000,  that 
has  a  million  and  a  half  of  deposits.  Now,  what  would  you  say  the 
deposits  of  this  bank  were? 

Mr.  Hill.  I  shotdd  say  $60,000. 

The  Chairman.  About  $10,000. 

Mr.  KoYALL.  Its  deposits  amounted  to  $7,042.  Here  is  a  book  with 
the  bank's  reports  to  prove  it.  Now,  thereby  hangs  a  tale.  There 
were  banking  resources  of  more  than  $250,000  and  only  $7,000  of 
deposits !  When  we  look  upon  the  other  side  we  find  the  farmers  had 
borrowed  $227,000  of  these  resources,  which,  added  to  the  coin,  makes 
about  all  they  had.  That  is,  the  loans  had  been  made  in  the  bank's 
not'Cs;  the  farmers  took  the  notes  and  carried  them  in  their  pockets 
out  into  the  country^  instead  of  making  deposits  they  paid  them  out 
to  their  neighbors,  and  the  notes  circulated  around  there  just  as  well 
as  the  best  gold  dollars  that  could  be  coined. 

The  Chairman.  The. point  of  that  is,  that  where  the  banks  issue 
their  notes  in  answer  to  a  loan  and  the  borrower  takes  the  notes  away 
it  is  equivalent  to  the  bank  of  so  much  deposit,  because  it  has  not 
cost  the  bank  anything. 

Mr.  Boy  ALL.  He  has  left  his  note  there. 

The  Chairman  (continuing).  He  leaves  his  note  and  gets  it  dis- 
counted and  carries  away  the  notes  of  the  bank,  and  while  those  notes 
are  out  it  is  equivalent  to  the  bank  still  retaining  that  capital  in  the 
form  of  a  deposit. 

Mr.  Fowler.  It  can  only  happen  in  a  community  where  there  is  no 
wealth  in  the  form  of  money. 

Mr.  BoYALL.  It  marks  the  distinction  between  an  agricultural  com- 
munity that  does  business  with  actual  money  and  a  city  community 
that  does  business  with  checks. 

Mr.  Fowler.  That  is  the  point. 

Mr.  EoYALL.  That  is  the  great  point  I  wish  to  bring  out. 

Mr.  Fowler.  That  is  illustrated  by  the  Bank  of  France  to-day. 

PANIC  of  1857. 

Mr.  BoYALL.  The  panic  of  1857  found  the  banks  of  the  State  of 
Virginia  even  more  extended  than  they  were  in  1860,  but  though  they 
suspended  specie  payments  for  a  while  they  tided  over  their  difficul- 
ties and  came  out  all  right.  The  legislature  passed  an  act  in  1858 
requiring  them  to  resume  specie  payments  on  the  Istday  of  May,  1858, 
and  they  resumed  and  continued  to  pay  until  the  war  came  on. 

Mr.  Fowler.  Can  you  give  us  any  idea  of  the  number  of  failures  of 
the  banks  up  to  1850? 

Mr.  Boy  ALL.  I  can  not,  sir;  but  I  don't  believe  there  was  a  bank  in 
Virginia — a  bank  of  circulation  and  deposit — that  failed.  Some  pri- 
vate banks  may  have  failed.  From  the  records  I  have  I  know  of  no 
failures.  I  suppose  I  could  inquire  among  old  citizens,  or  search  old 
newspapers,  and  find  out  about  this. 

The  Chairman.  Will  you  do  so,  and  report  to  me! 

Mr.  BoYALL.  I  will,  sir.  I  have  talked  to  old  citizens  and  have 
never  been  referred  to  a  bank  that  failed.  We  had  two  classes  of 
banks,  banks  of  deposit  and  circulation  and  private  banks,  and  I 
believe  I  can  state  that  there  was  not  a  bank  of  the  former  class  that 
failed.    There  may  have  been  some  failures  among  the  private  banks. 
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Il^hink  I  am  safe  in  saying  that  not  a  bank  of  circnlation  and  deposit 
failed.  Some  of  them  may  have  8asx)ended  specie  pa3rment  for  a  short 
time,  bat  they  came  oat  all  right.  The  legislature  in  1856  passed  an 
act  requiring  them  to  continae,  and  tbey  continued. 

PANIC  OF  1893. 

[Beading:]  I  have  told  you  a  good  deal  of  the  Yirginia  of  the  past. 
Let  me  now  tell  yon  something  of  the  Virginia  of  the  present.  We 
have  at  Richmond  a  magnificent  up-to-date  railroad  locomotive  plant, 
capable  of  turning  out  300  engines  a  year  and  of  giving  steady  employ- 
ment to  more  than  1,000  men.  When  the  panic  of  1893  came  on,  this 
plant  had  on  hand  an  order  for  more  than  60  locomotives,  and  it  was 
working  more  than  700  men.  The  banks  shut  down,  and  this  concern, 
though  backed  by  the  most  ample  capital  and  collaterals,  feared  it 
would  be  unable  to  perform  its  contracts  because  it  could  borrow  no 
money. 

I  put  the  case  very  mildly  when  I  say  fear.  They  could  not  get  the 
money,  with  an  abundance  of  collateral,  and  the  owners  of  these  con- 
cerns are  some  of  the  richest  men  we  have. 

The  Chairman.  What  were  their  resources  estimated  to  be  f 

Mr.  liOTALL.  I  could  not  undertake  to  say  that;  and  I  am  treading 
a  little  upon  their  private  affairs  to  go  into  this  matter  I  have  men- 
tioned at  all.  I  can  only  say  this:  That  they  have  no  trouble  in  get- 
ting what  money  they  want  on  collateral  whenever  they  want  it. 
They  have  an  abundance  of  collateral  for  all  their  purposes,  and  they 
back  this  concern  whenever  it  wants  backing. 

Mr.  FowLEB.  But,  at  the  time  you  speak  of,  they  could  not  gQt  it  on 
any  collateral? 

Mr.  Bo  TALL.  They  could  not  get  it  on  any  collateral;  that  was  the 
trouble. 

BPPBCT  OF  TAX  ON  OIBCULATION. 

[Eeading:]  Confronted  with  that  proposition — ^the  proposition  that 
they  would  nave  to  close  up — they  took  the  bull  by  the  horns,  and 
issued  their  own  notes  with  which  to  pay  their  men.  The  notes  were 
at  a  small  discount,  but  the  merchants  soon  began  to  receive  them 
ireely.  The  company  kept  this  up  for  some  six  months;  they  com- 
pleted their  contract  and  delivered  the  engines.  Now,  if  there  had 
been  no  tax  in  the  way,  why  could  not  our  city  banks  have  issued 
these  notes,  and  why  should  they  be  denied  the  right  to  do  it? 

We  have  forty-odd  millions  of  dollars  worth  of  property  in  Rich- 
mond, every  dollar's  worth  of  which,  is  capable  of  being  turned  into 
banking  capital,  and  all  of  which  would  be  turned  into  banking  capi- 
tal that  the  necessities  of  any  case  required  if  there  were  no  obstacles 
in  the  way.  Yet  if  one  of  our  large  concerns  gets  a  large  order,  it  has 
to  run  to  New  York  or  Boston  to  get  the  money  with  which  to  execute 
it.  Why  should  we  not  be  at  liberty  to  use«oar  own  resources  for  themt 
We  have  the  resources;  why  should  we  have  to  go  to  New  York  or 
elsewhere  to  get  the  necessary  money? 

The  Chairman.  You  do  not  expect  to  have  banking  capital  enough 
under  any  conditions  to  meet  every  exceptional  ca«e;  that  is  to  say,  if 
a  case  comes  up  where  a  large  sum  needs  to  be  borrowed  in  addition  to 
the  normal  demands  of  banking  capital,  it  is  the  custom  in  every  sec- 
tion of  the  country  to  get  that  from  other  sections.  Each  section  comes 
to  the  aid  of  the  others  under  such  circumstances. 
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Mr.  EOYALL.  I  do  not  mean  to  say,  sir,  that  we  could  deal  with  every 
case.  I  say  we  conld  have  dealt  with  this  case  we  were  confronted 
with  without  any  difficulty.  This  locomotive  works  that  I  have  men- 
tioned gets  the  largest  orders  in  oar  city;  they  get  very  large  orders. 
Our  banks  conld  take  care  of  them  if  they  were  unhampered.  They 
could  get  the  necesssary  money.  But  now  they  have  to  run  to  New 
York  or  Boston  to  get  the  necessary  money  to  execute  a  large  order. 
I  say  if  our  banks  were  unhampered  they  could  furnish  the  money. 

The  Ghaibman.  What  do  you  mean  by  unhampered? 

Mr.  EoTALL.  I  mean  if  this  tax  were  taken  off.  I  have  just  given 
you  an  illustration  of  it.  Here  was  a  concern  that  had  to  pay  off  over 
700  men.  Tiie  great  difficulty  was  the  want  of  circulating  notes.  It 
takes  a  great  deal  of  money  to  pay  that  many  men.  If  our  banks  had 
been  unhampered  they  could  have  ftimished  it.  You  may  say  we 
have  the  national  banks.  I  say,  no;  they  are  embarrassed,  and  that 
with  all  the  red  tape  of  national  banking,  they  will  not  answer  the 
purpose.  Oh,  they  say,  this  emergency  may  pass  over.  I  wop't  go 
into  the  venture,  for  the  reason  that  the  national  securities  I  shall 
have  to  buy  may  fall  in  price  on  my  hands.  Now,  the  State  banks 
would  have  nothing  of  this  kind  to  confront  them,  and  so  they  can 
deal  with  every  emergency  that  has  ever  arisen  there — if  they  were 
freed,  if  they  were  unhampered.  If  one  of  our  farmers  offers  to  sell 
another  a  horse  for  $100,  the  answer  comes:  ^*I  will  give  you  some 
wheat  or  some  tobacco  for  your  horse,  but  I  have  no  money."  There  is 
absolutely  no  money  or  other  medium  of  exchange  among  our  farmers. 

STATE  BANK  SYSTEM  BEFORE   THE  WAB. 

Mr.  Johnson.  I  understand  you  to  say  that  you  had  a  good  system 
of  State  banks  in  your  State  prior  to  the  war  and  ample  money  to 
transact  business  in  the  rural  as  weU  as  the  city  communities 

Mr.  ROTAI.L.  Yes,  sir. 

Mr.  Johnson.  And  you  said  you  sustained  no  losses  by  the  failure 
of  banks  prior  to  the  warf 

Mr.  Rot  ALL.  The  note  holders  sustained  no  losses.  No,  sir;  I  don't 
believe  there  was  a  bank-note  holder  in  Virginia  prior  to  the  war  that 
sustained  a  loss.  Of  course,  you  know  that  after  the  war  there  were 
joB^es. 

Mr.  Johnson.  Yes,  sir;  but  the  history  of  Virginia  in  regard  to 
what  you  say  of  no  losses  before  the  war  is  quite  exceptional,  is  it  not? 

Mr.  BoYALL.  I  don't  think  so. 

Mr.  Johnson.  Louisiana,  New  York,  Indiana,  and  Massachusetts  had 
excellent  systems,  but.  my  recollection  is  that  there  were  tremendous 
losses  prior  to  the  war  to  bill  holders. 

Mr.  Boy  ALL.  I  can  not  say  with  certainty  on  that  point,  sir,  but  I 
believe  you  are  mistaken. 

Mr.  Cox.  I  hold  in  my  hand  here  the  report  of  the  State  Bank  of 
Louistana  in  18^,  If  the  gaitleman  [Mr.  Johnson]  will  look  there,  he 
will  see  that  the  8X)ecie 

Mr.  Johnson.  There  was  a  good  system  in  that  State,  and  there  were 
others  that  had  good  systems,  but  I  say  there  were  tremendous  losses 
to  the  bill  holders  of  private  banks  prior  to  the  war. 

Mr.  Cox.  I  hold  in  my  hand  the  report  of  the  State  Bank  of  Tennes- 
see for  the  same  year,  every  dollar  of  which  was  redeemed  and  paid. 

Mr.  BoYALL.  That  is  Iny  understuiding.  I  have  not  gone  into  the 
details  of  the  other  States* 
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Mr.  Johnson.  The  gentleman  from  Tennessee  will  remember  the 
report  that  was  issued,  I  think,  by  some  authority  of  the  Treasury, 
probably  by  the  Secretary  of  the  Treasury  or  the  Comptroller  of  the 
Gnrrencyy  in  response  to  a  Senate  resolution,  as  to  their  condition  before 
the  war. 

Mr.  BoTALL.  That  is  the  document  I  refer  to,  in  the  early  part  of 
my  address,  I  think.  -^ 

Mr.  Johnson.  I  have  obtained  much  of  my  information  from  that 
source,  and  the  showing  was  very  much  against  the  solvency  of  State 
banks  before  the  war. 

PRIVATE  BANKS  THAT   FAILED. 

Mr.  Cox.  We  have  had  this  thing  up  time  and  time  again.  There 
was  a  class  of  banks,  especially  in  the  Southern  country,  that  were 
not  State  banks  at  all,  but  run  by  private  parties,  which  issued  their 
notes  in  large  quantities,  and  in  some  cases  these  concerns  were  not 
good. 

Mr.  Johnson.  Personal  banks! 

Mr.  Cox.  Personal  banks. 

Mr.  Johnson.  They  were  incorporated.  v 

Mr.  Cox.  They  were  incorporated;  that  is  true.  Every  dollar  of 
those  old  banks — the  State  Bank  of  Indiana,  the  State  Bank  of  Loui- 
siana, the  State  Bank  of  Tennessee,  and  I  could  follow  this  up  with 
several  others — was  redeemed  and  paid.  Kow,  it  is  fair  to  say,  in 
regard  to  the  State  Bank  of  Tennessee 

Mr.  Johnson.  Tliat  was  a  Government  bank. 

Mr.  Cox.  It  was  a  bank  of  the  State;  yes,  sir;  the  State  was  the  ^ 

largest  stockholder  in  the  bank.  When  the  war  closed  a  decision  of 
the  Supreme  Court  of  the  United  States  was  rendered  here  which 
decided  that  her  notes  were  receivable  for  taxes. 

Mr.  BoYALL.  I  made  all  my  fight  on  that  decision.  I  mean  my  fight 
against  the  State  of  Virginia  upon  her  tax-receivable  coupons. 

Mr.  Cox.  This  is  a  principle  which  comes  close  to  your  idea,  and 
when  that  decision  was  rendered  in  regard  to  the  Tennessee  Bank 
notes  of  course  the  notes  went  to  par;  and  as  a  result  thCf  notes  of 
other  State  banks  went  to  par. 

•  ifr.  Caldebhead.  The  State  banks  were  an  entirely  differeut  thing 
from  the  other  banks  in  the  State  issuing  currency. 

Mr.  Cox.  There  was  a  class  of  banks  I  would  designate  private 
banks,  and  there  was  a  considerable  loss  to  the  bill  holders  of  these 
banks! 

WAB  BBOKE  DOWN  BANKS. 

Mr.  RoYALL.  I  want  to  say  this  to  you.  I  don't  believe  a  man  ever 
lived  that  lost  a  dollar  by  a  Virginia  bank  note  prior  to  the  war.  The 
war  broke  banks  down  as  it  broke  everything  else  down  in  the  South, 
but  I  want  to  say  that  the  notes  of  almost  every  one  of  our  banks  were 
paid  to  a  large  extent  after  the  war,  notwithstanding  the  general  ruin 
brought  on  the  banks  as  well  as  on  all  other  parties.  ^^ 

Mr.  Hill.  Do  you  know  how  far  the  circulation  of  these  small  coun- 
try banks  in  Virginia  extended  at  parf 

Mr.  RoYALL.  All  over  Virginia. 

Mr.  Hill.  I  mean  outside  of  Virginia. 

Mr!  RoYALL.  Why,  in  New  York  City  they  were  only  at  a  discount 
of  one-quarter  of  1  per  cent  in  1860.    Our  notes  stood  that  well. 
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Mr.  0 ALDERHEAD.  Tho86  were  notes  of  the  State  bank  f 
Mr.  EoYALL.  State  banks— of  all  the  banks  in  the  State. 
Mr.  Caldebhead.  Did  it  apply  to  all  classes  of  banks  in  Yirginiat 
Mr.  BoYALL.  Yes,  sir:  that  was  the  Virginia  bank  note.    Nobody 
knew  any  difference  in  Kew  York  between  one  kind  of  a  Virginia  bank 
note  and  another  kind  of  a  Virginia  bank  note.    All  of  our  banks  paid 
their  notes  in  specie^  and  the  only  discount  on  any  of  their  notes  was 
the  cost  of  sending  them  to  Virginia  and  carrying  the  specie  back. 
That  was  all. 

[Reading:]  In  giving  the  review  I  have  made  of  Virginia's  present 
condition  it  is,  of  course,  only  fair  to  say  that  she  now  has  State  banks, 
and  their  resources  are  not  included  in  the  figures  I  have  quoted  for 
1895.  But,  upon  the  other  hand,  I  have  only  quoted  the  figures  for 
1860  as  shown  by  her  banks  of  circulation.  She  had  many  banks  then 
that  had  no  circulation,  and  we  know  nothing  of  their  resources,  as 
they  made  no  reports.  A  list  of  them  can  be  seen  in  the  Virginia  Code 
of  1860,  pages  338,  339,  and  340. 

Yon  will  find  there  three  pages  in  fine  type  of  banks  we  had — a  bank 
at  almost  every  crossroads;  and  they  were  good  banks,  that  served 
the  people.  There  were  also  many  private  banks  and  bankers  who 
added  to  the  general  bank  resources.  No  injustice  is  done,  therefore, 
by  comparing  the  national  banks  with  the  State  banks  of  circulation. 
The  injustice,  if  it  exists,  is  the  other  way. 

NOTE  ISSUES  BY  PRIVATE  BANKS. 

Mr.  Bbosixts.  Those  private  banks  did  not  issue  notes,  thenf 

Mn  EoYALL.  Yes,  sir;  they  issued  notes;  but  in  almost  every  case 
where  they  issued  notes  their  charter  required  them  to  dex>OBit  State 
bonds  as  collateral  against  their  issue. 

Mr.  Oox.  Wherever  there  was  a  bank  that  issued  notes  the  notes 
were  guaranteed  by  the  State  or  sustained  by  the  bond  of  the  State — 
that  is.  the  bank  of  issue. 

Mr.  KOYALL.  Let  me  draw  this  distinction.  Our  greatest  banks, 
the  Farmers'  Bank,  the  Bank  of  Virginia,  and  the  Exchange  Bank, 
put  up  no  bonds.    Their  credit  secured  their  circulation. 

Mr.  Hill.  The  State  guaranteed  it,  didn't  itt 

Mr.  KoYALL.  No,  sir;  no,  sir.  They  were  guaranteed  by  nothing 
but  the  credit  and  assets  of  those  banks,  and  their  notes  stood  in  New 
York  at  a  discount  of  only  one-quarter  of  1  per  cent  in  1860.  In  many 
cases  special  banks  were  chartered,  such  is  the  bank  at  Scottsville, 
the  bank  at  Howardsville,  and  other  cases,  and  it  was  said  to  those 
banks:  <^If  you  put  out  notes  you  must  secure  them  by  a  deposit  of 
State  bonds."  That  was  the  case  in  almost  all  of  the  small  banks. 
Some  of  them  didn't  do  it. 

Mr.  Bbosius.  Were  those  chartered  by  the  legislature! 

Mr.  BoYALL.  There  were  some  special  charters. 

Mr.  Bbosius.  Then  this  system  was  not  uniform! 

Mr.  Boyall.  No;  you  see,  the  thing  grew  up  with  the  necessities  of 
the  State.  We  started  way  back  yonder— I  think  in  1800 — with  the 
Farmers'  Bank.  We  chartered  that  first.  Then  the  Bank  of  Virginia, 
which  had  branches  all  over  the  State,  and  then  the  Exchange  Bank, 
with  branches  all  over  the  State.  Then  we  would  charter  a  bank,  for 
instance,  for  Buchanan,  a  bank  for  Fincastle,  and  so  on;  and  when  a 
bank  was  chartered  they  would  likely  put  in  a  provision  that  if  they 
should  issue  circulation  they  must  put  up  State  securities. 

Mr.  FowLEB.  Gould  these  smaller  banks  have  branches! 
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BRANCH  BANKS. 

Mr.  BOYAiiL.  Someof  them  did.  The  South  western  fiftnk,  for  instance, 
had  branches.  I  would  like  yon  gentlemen  to  glance  at  this  list  of  the 
banks  in  Virginia  that  I  have  here  in  this  bmk.  We  had  a  bank  at 
almost  every  crossroads.  Virginia  now  has  only  thirty-seven  national 
banks.  In  18(50  the  six  or  seven  hundred  thousand  white  people  who  y 
lived  in  what  is  now  Virginia  had  nearer  300  banks.  It  must  never  be 
forgotten  that  the  $10,000,000  of  bank  notes  that  our  banks  put  out  in 
1860 

The  Ghaibkan.  Dou  you  mean  to  say  that  there  was  910,000,000  that 
Virginia  put  in  circulation  altogether,  or  does  the  $10,000,000  cover  the 
highest  number  of  bills  out  in  circulation  at  any  one  timet 

Mr.  BoTALL.  If  the  gentleman  will  take  this  Senate  document  that 
he  has  referred  to  himself— and  it  is  correct;  in  a  number  of  instances 
I  have  compared  it  with  the  original  records  in  Virginia  and  have  found  it 
correct — he  will  find  the  circulation,  the  deposits,  specie,  and  capital  of 
the  banks  for  every  year  for  some  thirty  years  priorHo  1861.  Yon  will 
find  that  for  twenty  years  before  the  war  Virginia's  banks  had  had  all 
the  time— pretty  much  all  the  time,  at  any  irate — as  much  as  $10,000,000, 
and  sometimes  more  than  that 

The  Ohaibman.  That  is,  average  circulation! 

Mr.  ROTAL.L.  Yes,  sir;  that  would  be  the  average  for  tea  years 
before  the  war. 

The  Chairman.  That  much  out? 

Mr.  BoYAi.1..  Yes,  sir;  that  much  out  in  circulation. 

AN  abundant  OUEBENOY.  V 

[Beading :]  It  mdst  never  be  forgotten  that  the  10,000,000  of  dollars 
of  bank  notes  that  our  banks  put  out  in  1860,  being  at  a  slight  discount 
outside  of  Virginia  (they  were  at  a  discount  of  only  one-quarter  of  1 
per  cent  in  New  York),  all  stayed  in  the  State.  They  circulated  at 
par  all  over  the  State;  the  farmers  refusing  to  make  bank  deposits 
carried  them  out  into  the  country  in  their  pockets;  they  furnished  an 
abundant  currency  for  all  the  people,  and  there  was  universal  pros- 
perity and  contentment,  although  there  were  no  very  rich  men.  I  can 
not  consume  the  time  of  the  committee  in  analyzing  the  condition  of 
the  other  Southern  States  as  I  have  analyzed  that  of  Virginia.  But 
if  their  condition  is  examined  it  will  be  found  that  a  state  of  affairs 
similar  to  Virginia's  existed  with  them.  Unless  the  committee  shall 
show  an  indisposition  to  hear  it,  I  propose  now  to  make  a  ijpview  of 
the  history  and  philosophy  of  this  case,  and  in  doing  that  it  will  be 
my  endeavor  to  prove,  fo[*st,  that  the  people  of  the  United  States  are 
entitled  to  perfectly  free  banking  by  every  principle  of  true  finance, 
and,  second,  that  they  are  entitled  to  it,  except  as  modifications  may 
be  put  upon  it  by  th^  States,  by  the  principles  of  the  Constitution  of 
the  United  States. 

HBBBEBT  SPENCER  ON  BANKING.  ^ 

I  have  been  something  of  a  student  of  the  writings  of  Charles  Dar- 
win and  Herbert  Spencer,  and  I  have  long  ago  come  to  the  conclusion 
that  man  creates  nothing  valuable.  Whatever  we  have  in  our  insti- 
tutions that  is  worth  anything  has  grown  up  under  the  exigencies, 
of  necessity  through  the  principles  of  evolution.  Herbert  Spencer 
has  reasoned  out  the  case  of  banking  as  one  that  must  grow  up  under 
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these  principles  in  that  masteiij  essay  upon '^  State  tamperings  with 
money  and  banks,"  and  he  declares  that  <<from  the  first  banking  legis- 
lation has  been  an  organized  injustice."  Mr.  Buckle  also  well  remarks 
in  his  work  on  civilization  that  &e  most  important  work  ever  yet  accom- 
plished by  the  legislator  has  been  in  repesJing  and  undoing  what  some 
previous  legislator  had  done.  The  perfect  system  of  banMng  has  yet 
to  appear.  When  it  comes,  it  will  be  by  natural  growth,  and  it  will 
not  be  the  creation  of  the  lawmaker. 

NEiaHBOBHOOD  BANKS  OF  GBBAT  BRITAIN. 

The  truth  is,  the  world's  entire  experience  with  banking  has  been 
very  limited.  The  experience  of  most  of  the  world  is  of  little  value. 
That  of  England  and  the  United  States  furnishes  most  of  what  is 
worth  studying.  Banking  in  England  has  grown  up  to  its  present 
state  under  the  principles  of  evolution,  cramped  and  distorted  by 
statute  law.  To  a  certain  extent  evolution  has  produced  admirable 
results  there.  They  have  country  banks  all  over  Scotland,  England, 
and  Ireland  that  issue  their  own  notes,  which  are  at  a  discount  a  little 
way  from  where  they  are  issued,  but  which  serve  the  people  of  the 
neighborhoods  that  issue  them  most  acceptably. 

Mr.  Bbosius.  Do  you  say,  do  I  understand  you  to  mean,  that  the 
notes  issued  by  the  joiut  stock  banks  of  England  are  usually  at  a 
discount  a  short  distance  from  the  bank  that  issues  them  f 

Mr.  BoTALL.  I  am  told  so  by  Englishmen. 

Mr.  Bbosius.  Those  notes  are  all  redeemed  in  the  notes  of  the  Bank 
of  England! 

The  Ohaibman.  It  costs  something  to  get  them! 

Mr.  BoYAXL.  Yes,  sir;  and  I  am  told  by  Englishmen  that  they  are 
at  a  small  discount  a  littie  distance  from  the  banks  issuiug  them. 

Mr.  Bbosius.  I  never  heard  of  that  before  this,  and  that  is  why  I 
asked  you  particularly  about  it. 

Mr.  KoYAXL.  I  will  give  you  the  name  of  the  Englishman  who  has 
given  me  this  information — Mr.  J.  F.  Jackson,  of  Bichmond  City.  He 
was  born  and  raised  in  England  and  lived  there  until  recently,  when 
he  came  to  Virginia. 

[KoTB. — The  day  after  this  discussion  Mr.  Boyall  applied  to  Mr. 
Jackson  for  a  statement  upon  this  subject,  and  he  gave  him  the  follow- 
ing, which  is  inserted  here  by  permission  of  the  committee.] 

LBTTBE  OF  J.  P.  JACKSON,  ESQ.,  OF  BICHMOND,  VA. 

Richmond,  Va.,  December  23 ^  1896. 

Deab  Sib  :  I  have  read  with  great  pleasure  your  most  able  argument 
before  the  House  Committee  on  Banking  and  Currency.  Permit  me  to 
ofier  one  or  two  observations  upon  the  subject  for  your  consideration, 
with  the  view,  if  possible,  of  strengthening  your  argument  in  favor  of 
further  and  better  banking  &cilities  for  our  people.  This  is  the  true 
remedy  for  our  woes,  as  I  think  you  have  shown,  and  as  I  will  endeavor 
to  support,  from  the  example  of  England  and  Scotland,  and  especially 
of  Scotland. 

You  remark  in  the  course  of  your  argument  that  ^^  banking  in  Eng- 
land has  grown  up  to  its  present  state  under  the  principles  of  evolution, 
cramped  and  distorted  by  statute  law.  To  a  certain  extent  evolution 
has  produced  admirable  results  there."  This  is  true.  Evolution  in 
England  and  Scotland  has  produced  a  banking  system  which  is  based 


192  FINANCIAL   AND   BANKING   SITUATION. 

now  only  on  the  samd  principles  wbich  control  all  other  commercial 
enterprises  conducted  by  cori^rations  there,  except  only  that  no  banks 
established  since  the  bank-charter  act  was  passed  (in  1845, 1  think) 
have  power  to  issue  notes. 

The  banks  established  previous  to  that  date  had  power  to  issue 
notes.  In  England  the  smallest  of  these  notes  is  of  the  value  of  £5 
($25)  and  in  Scotland  of  the  value  of  £1  ($5).  This  right  was  reserved  ~^' 
to  these  banks  to  the  extent  of  the  amount  of  the  notes  then  in  circu- 
lation, provided  that  they  did  not  open  banking  offices  in  London.  If 
they  did  so,  they  then  forfeited  this  right.  Several  have  so  forfeited  the 
right.  This  limited  circulation  of  notes  still  exists,  and  these  notes 
exactly  perform  the  function  wliich  you  contend  State  bank  notes 
would  perform  here.  They  "  stay  at  home"  and  simply  accommodate  a 
local  demand.  Away  from  home  they  are  at  a  discount,  if  accepted  at 
all.  I  have  myself  paid  1  shilling  (24  cents)  to  have  a  nve-ponnd  note 
cashed  only  26  miles  away  from  the  place  where  it  was  issued,  and 
this  in  a  large  city  having  close  business  relations  with  the  town  in 
which  the  note  was  issued  and  where  the  bank  issuing  it  is  one  of  the 
strongest  financial  institutions  of  the  place. 

A  LOOAL  OUREBNOY. 

This  being  at  a  discount  away  from  home  is  a  condition  inherent  in 
such  notes  by  the  very  terms  of  their  issue.  They  are  and  can  only 
be  redeemable  over  the  counters  of  the  institution  issuing  them,  and 
are  thus  an  inconvenient  form  of  currency  for  any  bank  or  individual 
to  hold,  except  close  to  the  place  of  issue.  They  are  not  easily  con- 
vertible into  cash  to  meet  an  emergency,  except  at  home,  and  there- 
fore are  not  acceptable.  They  are  simply  a  local  currency.  The 
principle  of  evolution  has  led  up  in  England  and  Scotland  to  the 
establishment  of  the  principle  that  the  Government  has  nothing  to 
do  with  the  banking  system  of  its  people,  and  no  more  right  to  inter- 
fere with  it  than  with  other  trades  or  businesses. 

Acting  on  this  principle,  the  notes  of  such  banks  as  still,  retain  the 
right  to  issue  them  are  not  secured  by  any  deposit  of  securities  with 
the  Government,  nor  does  the  Government  exercise  or  claim  any  right 
or  power  to  examine  into  the  affairs  of  any  bank.  The  stockholders 
in  the  banks  themselves  control  the  business,  and  the  ability  to  pay 
the  notes  issued  is  simply  secured  by  the  capital  of  the  banks,  and 
their  value  depends  entirely  upon  the  confidence  of  the  people  among 
whom  they  circulate  in  the  stability  and  credit  of  the  bank  issuing  them. 

This  is  a  sound  principle.  If  the  people  who  find  the  capital  to 
establish  a  bank  will  not  look  after  its  proper  management,  all  the 
supervision  of  Government  officials  possible  can  not  prevent  its  mis- 
management. J^o  more  potent  illustration  of  this  principle  can  be 
needed  than  the  fact  that  national  bands  here  are  cx)nstantly  failing 
while  subject  to  Government  supervision.  A  notable  instance  of  this 
is  the  recent  failure  of  the  large  bank  in  Chicago. 

BRANCH  BANKS  IN  ENGLAND. 

Based  on  this  principle,  the  English  banks  have  constantly  increased 
in  numbers  and  in  the  amount  of  their  capital,  until  now  they  have 
banking  houses  or  offices  open  in  over  2,500  diffiBrent  places  in  that 
country  and  a  banking  capital  of  hundreds  of  millions  sterling.    The 
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very  large  majority  of  these  banks  are  merely  branches  of  the  parent 
institations.  They  are  controlled  by  the  directors  of  the  parent  bank, 
and  many  of  them  are  merely  offices  open  on  one  or  two  days  in  the 
week.  This  is  the  case  in  small  country  places  where  the  business  is 
not  sufficient  to  warrant  the  establishment  of  a  local  bank.  The 
parent  institution  sends  down  one  of  its  officers  once  or  twice  in  the 
week  with  the  necessary  facilities  for  conducting  business,  and  so 
accommodates  the  local  community.  After  a  time  the  business  grows 
and  a  permanent  office  is  opened,  and  thus  the  daily  needs  of  the  i>eo- 
pie  are  met.  I  know  banks  that  now  have  a  dozen  branch  of^ces 
which,  when  I  was  a  bov,  had  not  one.  The  consent  of  no  authority 
is  needed  to  open  these  branches,  and  no  special  capital  is  required. 
The  directors  of  the  parent  bank  decide  when  and  where  it  is  desirable 
to  open  a  branch,  and  act  upon  their  own  judgment  and  decision. 

SOOTOH  BANEINa  SYSTEM. 

The  Scotch  banking  system,  which  has  been  said  by  eminent  authori- 
ties to  be  the  nearest  perfect  of  any  system  in  the  world,  differs 
somewhat  from  the  English  one  in  that  it  is  based  on  a  very  limited 
number  of  large  and  wealthy  banks,  having  their  head  offices  in 
Edinboro,  with  branches  all  over  the  country.  These  large  banks  are 
nearly  all  very  old  institutions.  The  oldest  of  them  dates  back  to 
1695,  and  the  most  recent  of  them  was  founded  in  1838.  They  are  only 
ten  in  number,  but  they  have  a  subscribed  capital  of  £29,135,000 
($145,675,000)  and  a  paid-up  capital  of  £9,302,000  ($46,510,000).  They 
were  all  established  prior  to  the  passing  of  the  bank-charter  act,  and 
have,  therefore,  the  right  to  issue  notes.  The  exercise  of  this  power 
is  only  limited  by  the  discretion  of  the  directors,  and  is  subject  to  no 
supervision  by  Government,  nor  is  any  deposit  of  securities  required. 

These  10  banks  have  over  1,000  branches  open  in  the  towns  and 
villages  of  Scotland.  You  can  not  go  into  any  little  community  in 
any  part  of  Scotland  without  finding  one  or  more  banks  open  on  one 
or  more  days  in  the  week.  Under  this  system  Scotland,  with  an  area 
of  only  30,000  square  miles,  or  15,000  square  miles  less  than  Virginia, 
and  with  a  population  of  about  4,000,000,  has  the  best  banking  facili- 
ties of  any  nation  in  the  world.  The  result  is  seen  in  the  thrift  and 
prosperity  of  the  Scotch  people.  The  Scotch  farmer  can  go  to  one  of 
these  branches  nearest  his  farm  and  get  the  accommodation  he  needs. 
He  is  not  called  upon  to  make  a  note  and  have  it  discounted,  and  thus 
pay  interest  upon  the  whole  loan  whether  he  uses  the  money  at  once  or 
not.  He  asks  for  an  overdraft  of  such  a  sum  as  he  will  need  or  as  he 
thinks  the  bank  will  give  him. 

The  local  agent  knows  him,  and  acting  on  this  knowledge  decides  as 
to  making  the  overdraft.  Usually  these  overdrafts  are  secured  by  one 
or  two  of  the  borrower's  Mends  becoming  security  for  him  on  the  books 
of  the  bank.  He  then,  when  the  overdraft  is  granted,  draws  upon  the 
bank  just  for  the  amount  he  needs  and  pays  interest  only  on  what  be 
draws  and  for  only  the  time  he  needs  it.  Interest  is  charged  on  the 
daily  balances.  If  the  overdraft  is  discharged  by  dex>osits,  interest 
ceases  until  the  account  is  again  overdrawn,  and  so  the  accommodation 
is  always  available  until  withdrawn  at  the  least  cost  within  the  limit 
of  the  overdraft  originally  granted.  Such  a  system  is  needed  here,  and 
would  do  more  to  build  up  this  State  and  every  other  State  than  any 
plan  of  Government  aid  or  silver  coinage  that  could  be  devised. 

OUB 13 
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CANADIAN  BANEINO  SYSTEM. 

Surely  it  is  possible  for  Congress  to  take  a  lesson  from  Scotland* 
Canada  did  so.  Her  banking  system  is  very  like  the  Scotch  one.  The 
only  point;  I  believe,  wherein  it  differs  is  that  the  banks  there  are 
required  to  pay  a  percentage  on  their  note  issues  into  the  hands  of  the  J 

Grovemment,  to  be  held  as  an  insurance  fund  to  meet  liabilities  on  the  ^. 
notes  of  any  bank  which  may  fail.  Canada  has  not  made  and  does  not 
now  make  any  outcry  for  *^free  silver,''  or  any  other  governmental  aid 
or  supervision.  Her  people  have  free  banking  and  abundant  banking 
facilities  on  the  Scotch  system,  and  they  find  money  to  be  in  sufficient 
supply  for  their  needs  with  a  less  per  capita  circulation  than  this  coun- 
try. Surely,  what  meets  their  needs  would  meet  ours.  Their  condi- 
tions are  similar  to  ours,  and  only  an  imaginary  line  parts  us  from  them 
on  much  of  the  boundary  between  the  two  countries. 
Tours,  truly, 

J.  F.  Jaokson. 

W.  L.  RoYALL,  Esq. 

Mr.  &OYALL  (reading).  You  can  see  in  the  report  of  the  Director  of 
the  Mint  for  1895,  at  page  355,  the  state  of  these  banks,  the  amount 
of  notes  they  issue,  and  the  specie  they  keep  on  hand  to  redeem  tiiem 
with.    It  is  a  very  surprising  statement. 

PAPER  MONEY  IN  OOLONIAL  TIMES. 

In  the  early  stages  of  our  colonial  life  we  tried  the  usual  experiment 
of  distressed  nations  without  financial  experience,  and  we  issued  Grov-  y 
ernmeut  paper  money  with  the  usual  disastrous  results.  But  just 
before  the  Revolution,  bard  and  bitter  experience  had  begun  to  teach 
us  the  lessons  of  true  finance.  We  had  begun  to  establish  State 
banks,  with  authority  for  them  to  issue  circulating  notes,  and  they 
had  actually  commenced  their  issue  to  the  greatest  satisfaction  of  the 
people.  The  Bank  of  North  America  had  been  chartered  by  the  State 
of  Pennsylvania,  and  it  had  put  out  its  notes;  and  the  Bank  of  Mas- 
sachusetts had  been  chartered  by  Massachusetts,  and  it  had  put  out 
its  notes.  See  an  account  of  these  banks  in  the  Senate  Executive 
Document  already  referred  to,  page  32.  In  Briscoe  against  the  bank, 
Justice  McLean  says,  in  speaking  for  the  Supreme  Court  of  the  United 
States  (p.  317  of  11  Peters,  S.  C.  B.) :  "At  the  time  thd  Constitution  was 
adopted  the  Bank  of  North  America  and  the  Massachusetts  bank, 
(md  some  others^  were  in  operation."  There  they  were,  then,  the 
State  banks  in  fiill  force  and  operation  when  the  delegates  assembled 
to  frame  the  Constitution  of  the  United  States,  doing  a  full  business, 
and  issuing  their  notes  to  the  greatest  satisfaction  of  the  people. 

Now,  whoever  will  study  the  history  of  the  period  will  see  that  when 
the  framers  of  the  Constitution  put  that  matchless  instrument  together, 
they  intended  that  this  should  be  a  Government  with  coin  as  the  sole 
money  of  the  country,  and  State  banks  to  issue  paper  currency,  and 
as  the  only  agency  that  should  have  authority  to  issue  paper  currency.  -^ 
We  learn  this  in  the  following  way: 

POWERS  GONFEBBED  BY  THE  OONSTITUTION. 

The  Constitution  gives  the  Government  of  the  United  States  authority 
to  coin  money  and  regulate  the  value  thereof  and  it  stops  at  that  point. 
A  government  of  limited  powers  can,  of  course,  have  no  authority  to 
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do  more  than  what  it  is  expressly  authorized  to  do,  or  what  is  neces- 
sary to  make  its  granted  powers  effectual.  Now,  no  power  is  anywhere 
given  to  the  Government  to  issue  paper  currency,  but  when  we  look 
into  what  was  said  and  done  when  the  Constitution  was  being  framed, 
it  becomes  perfectly  clear  that  the  GovernmeDt  was  not  expected  to 
have  authority  to  issue  it.  The  history  of  the  matter  is  no  doubt 
familiar  to  the  members  of  the  committee,  but  I  shall  ask  them  to  for- 
bear with  me  while  I  make  brief  extracts  from  it. 

The  eighth  clause  of  the  seventh  article  of  the  Constitution,  in  the  first 
draft  of  that  instrument,  read  thus:  '^The  Legislature  of  the  United 
States  shall  have  power  to  borrow  money  and  emit  bills  on  the  credit 
of  the  United  States." 

The  journal  of  the  Convention  for  August  16  makes  this  record: 
<^It  was  moved  and  seconded  to  strike  out  the  words,  'and  emit  bills.'" 
And  the  motion  to  strike  out  these  words  was  adopted  by  the  vote  of 
9  States  to  2.  So  the  Convention,  by  a  vote  of  more  than  4  to  1,  refused 
to  grant  to  the  Legislature  of  the  United  States  the  power  ^'  to  emit 
bil£  on  the  credit  of  the  United  States." 

For  the  interpretation  of  this  record  Mr.  Madison,  the  best  possible 
judge,  has  left  this  note:  '' Striking  out  these  words  cut  off  the  pre- 
text for  a  paper  currency,  and  particularly  for  making  the  bills  a 
tender  either  for  public  or  private  debts." 

Madison  was  the  chief  architect  of  the  Constitution.  Luther  Martin, 
of  Maryland,  was  its  chief  foe.  Martin  read  a  paper  to  the  Maryland 
legislature  when  he  returned  from  the  Convention  in  which  he  said  the 
same  thing  was  intended. 

Mr.  Madison  has  recorded  what  was  said  in  the  Convention  when 
the  motion  was  made  to  strike  these  words  out.  The  question  before 
the  Convention  was,  ''Shall  power  be  granted  to  the  Legislature  of  the 
United  States  to  emit  bills  of  credit!"  Oouvemeur  Morris  moved  to 
strike  out  the  grant  of  power  "  to  emit  bills  upon  the  credit  of  the 
United  States,"  saying^  "  If  the  United  States  have  credit,  such  bills 
will  be  unnecessary;  if  they  have  not,  will  be  unjust  and  useless." 
Pierce  Butler,  of  South  Carolina,  seconded  the  motion  of  Gouverneur 
Morris.  He  was  urgent  to  withhold  from  the  Government  of  the 
United  States  power  to  issue  paper  currency. 

Madison  interx>osed :  ''Will  it  not  be  sufficient  to  prohibit  making  the 
bills  legal  tender!"  Gorham,  in  reply  to  Madison,  said:  "No  accom- 
panying prohibition  was  sufficient  to  make  it  safe  to  grant  to  the  Legis- 
lature of  the  United  States  the  power  to  emit  bills  of  credit."  He  spoke 
absolutely  for  "striking  the  words  out,"  saying,  "If  the  words  stand, 
they  may  suggest  and  lead  to  the  measure." 

Oliver  Ellsworth  said:  "This  is  a  favorable  moment  to  shut  and  bar 
the  door  against  paper  money.  The  mischiefs  of  the  various  experi- 
ments that  have  been  made  are  now  fresh  in  the  public  mind,  and  have 
excited  the  disgust  of  all  the  respectable  part  of  America." 

James  Wilson,  in  concurrence  with  Ellsworth,  said:  "It  will  have 
a  most  salutary  influence  on  the  credit  of  the  United  States  to  remove 
the  XK>ssibility  of  paper  money.  This  expedient  can  never  succeed 
whilst  its  mischiefs  are  remembered;  and  as  long  as  it  can  be  resorted 
to  it  wiU  be  a  bar  to  other  resources." 

George  Keed,  of  Delaware,  said:  "The  words,  if  not  stricken  out, 
would  be  as  alarming  as  the  mark  of  the  beast  in  Revelations." 

John  Langdon,  of  New  Hampshire,  said:  "I  would  rather  reject  the 
whole  plan  than  retain  the  three  words, '  and  emit  bills.' " 
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BULING  OF  THE  SUFBEHE  OOUST. 

There  is  mach  more  contemporary  exposition  of  the  subject,  most  of 
which  will  be  foaod  in  George  Bancroft's  A  Plea  for  the  Constitution, 
where  references  for  all  I  have  said  can  be  seen.  The  Supreme  Court 
of  the  United  States  has  cousidered  this  subject,  and,  as  we  all  know, 
it  has  held,  in  spite  of  all  this,  that  the  Ooyernment  was  given  power  ^ 
by  the  Constitution  to  issue  its  legal-tender  notes.  But  there  has 
always  been  a  most  notable  dissent  when  the  question  has  been  before 
the  court.  And  the  court  itself  has  shifted  the  ground  upon  which  it 
places  its  ruling.  When  it  first  held  that  such  power  was  given  to  the 
Government,  it  was  in  passing  upon  the  validity  of  the  greenbacks 
issued  during  the  war.  It  was  unable  to  point  to  any  provision  of  the 
Constitution  authorizing  the  Government  to  do  this,  so  it  said  that  it 
was  a  part  of  the  war  power.  Congress  has  power  to  make  war,  and, 
the  court  said,  it  must  have  power  to  issue  legal-tender  notes  to  make 
war  effectually.  But  after  a  while  a  case  came  before  it  which  involved 
the  Government's  right  to  issue  legal-tender  notes  in  time  of  peace, 
and  the  court  said  that  all  of  the  old  Governments  of  Europe  hii  the 
power  to  issue  legal-tender  notes,  and  that  ours  must  be  assumed  to 
have  all  the  powers  incident  to  the  Governments  in  existence  when  the 
Constitution  was  adopted.  This  was  the  case  of  Juillard  t?.  Greeuman 
(110  U.  S.  R.,  444). 

This  was  most  nov^l  and  most  startling  doctrine,  that  would  have 
made  old  James  Madison  and  John  Marshall  turn  in  their  graves  if 
they  could  have  understood  that  it  was  being  proclaimed  in  high 
places  here.  They  always  understood  that  our  Government  was  one  y 
of  limited 'powers,  and  that  it  must  be  able  to  point  to  some  provision 
of  the  Constitution  of  the  United  States  aa  authority  for  whatever  it 
wished  to  do.  The  doctrine  was  war  doctrine,  and  nothing  else.  It 
does  not  belong  to  our  Constitution,  and  the  sooner  we  all  agree  to 
turn  our  backs  upon  it  the  better  it  will  be  for  the  country.  And  the 
court  fell  into  a  most  astonishing  error  when  it  said  that  the  power 
of  issuing  legal  tender  paper  was  universally  understood  as  belonging 
to  sovereignty  in  Europe  when  our  Constitution  was  adopted.  I  have 
not  time  to  go  over  this  now,  but  it  would  be  easy  to  show  that  what  I 
say  is  true. 

ALEXANDER  HAMILTON'S  OPINION. 

The  case,  then,  stood  thus  when  the  Constitution  came  Irom  the  hands 
of  its  framers:  The  Government  of  the  United  States  could  issue  no 
paper  money,  as  they  understood  it;  the  States  were  expressly  forbid- 
den to  issue  Dills  of  credit;  State  banks  of  issue  were  in  operation  when 
the  Constitution  was  framed,  yet  it  said  not  one  word  in  censure  of 
them,  and  the  conclusion  is  therefore  irresistible  that  the  framers  of  it 
expected  that  the  State  banks  would  continue  to  issue  their  notes,  and 
that  these  would  be  the  only  paper  currency  that  the  country  would 
have.  And  in  his  celebrated  report  upon  the  finances  of  the  country, 
made  after  he  was  appointed  Secretary  of  the  Treasury,  Alexander  "^ 
Hamilton  says  it  was  expected  by  the  framers  of  the  Constitution  that 
the  State  banks  would  continue  to  issue  their  notes.  Surely  Hamilton 
knew,  as  well  as  any  man,  what  the  framers  of  the  Constitution  had 
in  their  minds.  See  also  as  most  instructive  and  pertinent  the  opin- 
ion of  Justice  Nelson,  8  Wallace,  at  page  551.  That  was  the  idea  of 
the  Constitution.    The  money  of  the  people— coin — was  to  come  from 
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the  General  Govemmeiit.  The  currency  that  they  nsed  \raa  to  come 
from  the  State  banks.  And  this  remained  the  idea  of  the  whole  coun- 
try until  the  necessities  of  the  war  caused  the  Government,  in  setting 
aside  constitutional  limitations  at  so  many  other  points,  to  set  it  aside 
here.  It  wanted  to  sell  its  bonds  to  the  national  banks,  and  so  it 
imposed  a  tax  of  10  per  cent  upon  the  issues  of  the  State  banks. 

WAE  DOCTBINE. 

The  eonstitntionality  of  this  act  came  before  the  Supreme  Oourt  in 
Veazie  Bank  v.  Fenno  (8  Wall.,  533),  when  a  divided  court  announced 
the  new  doctrine  that  the  Government  was  given  by  the  Constitution  a 
general  superintendence  over  all  paper  issues  that  are  to  serve  the 
people  as  currency.  Another  case  of  the  rankest  war  doctrine!  The 
court  could  refer  to  no  provision  of  the  Gonstitutiou  that  gives  this 
authority  to  the  Government.  It,  the  oourt,  gives  the  power  to  the 
Government  itself,  for  there  is  nothing  in  the  Constitution  conferring 
the  power  upon  the  Government.  The  whole  analogy  and  history  of  the 
case  is  against  it,  and  it  was  neither  more  nor  less  than  a  case  of  judge- 
made  law — law  manufactured  out  of  the  necessities  forced  ui)on  the 
Government  by  the  pressure  and  exactions  of  the  war.  That  is  the  long 
and  the  short  of  the  matter,  and  the  sooner  we  recognize  the  fact  and 
get  back  to  the  bounds  of  the  Constitution  the  better  it  will  be  for  the 
peace  and  order  of  the  country. 

FIBST  BANK  OF  THE  UNITED   STATES. 

It  is  quite  in  order  to  remark  here  that  the  iramers  of  the  Constitu- 
tion chartered  a  national  bank  in  the  beginning  of  the  Government^ 
and  we  had  a  second  national  bank  chartered  in  1816.  But  both  acts 
passed  only  after  the  most  stubborn  constitutional  opposition.  The 
objections  to  the  acts,  however,  turned  almost  entirely  upon  the  point 
that  Congress  had  no  power  to  charter  a  corporation,  and  that  was  the 
objection  to  the  costitutionality  of  the  act  when  its  constitutionality 
was  r.ffirmed  in  the  great  case  of  McCullough  against  Maryland.  Ko 
one  suggested,  and  it  was  never  supposed,  that  the  chartering  of  these 
two  national  oanks  was  to  wind  up  in  power  being  imputed  to  the 
Government  to  exercise  control  over  all  paper  issues  that  the  i>eople 
might  use  as  currency. 

SECOND  BANK  OF  THE  UNITED  STATES. 

A  glance  at  the  history  of  the  country  after  the  Constitution  went 
into  e£fect  will  now  be  of  interest.  Seeing  that  the  Constitution  had 
left  them  perfectly  free,  State  banks  sprung  up  all  over  the  land.  But 
the  country  was  new,  our  resources  were  undeveloped,  and  the  war  of 
1812  came  on  before  the  banks  were  steady  enough  to  hold  the  finances 
of  the  country  up,  and  they  broke  down  under  the  strain  and  we  had 
bad  panics.  Then,  in  1816,  we  chartered  the  second  bank  of  the 
(Jnited  States,  which  soon  developed  into  a  giant  money  monopoly  that 
threatened  the  very  existence  of  all  decent  and  orderly  government. 

HALCYON  DAYS  OF  STATE  BANKS. 

General  Jackson  made  his  great  fight  against  that  and  beat  it,  and 
its  charter  expired  in  1837.    It  had  suppressed  the  State  banks  to  a 
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large  extent  during  the  later  years  of  its  existeoce,  but  when  it  expired 
in  1837  the  State  banks  had  a  full  opportunity  to  show  what  they 
could  do,  and  they  did  show  it  from  1837  to  1861.  That  was  the  hal- 
cyon period  of  our  national  life.  Then  business  flourished  all  over  the 
land.  There  were  no  very  rich  men,  but  every  locality  had  its  well- 
to-do  men.  All  men  had  an  equal  and  an  even  chance.  That  was 
a  period  that  brought  about  the  happy  state  I  have  shown  you,  for 
Virginia,  in  1860.  The  West  was  then  growing  up.  It  was  what  we 
call  now  "boom"  territory.  There  were  wild-cat  banks  there,  of 
course,  incident  to  a  new  state  of  society;  but  the  old  banks  of  the 
Atlantic  and  Gulf  States  were  as  steady  as  the  everlasting  hills.  The 
wild-cat  banks  of  the  Western  States  gave  State  banks  a  bad  name 
because  men  confounded  State  banks  with  Western  State  banks.  But 
that  did  not  affect  the  ability  of  the  banks  in  the  coast  States  to  go  on 
serving  the  people,  and  I  submit  that  no  people  ever  had  so  good  a 
currency  system  as  the  Atlantic  and  Gulf  States  had  in  I860. 

aEIEVANCE  OF  THE  COUNTRY  PEOPLE. 

NoWj  I  submit  that  a  comparison  of  the  condition  of  the  people  of 
Virginia  in  1860,  as  I  have  shown  it  to  this  committee,  with  what  it 
is  now,  proves  that  the  country  people  have  a  real  and  a  cankerous 
grievance.  The  national-bank  system  confines  all  banking  to  the 
commercial  centers,  when  the  condition  of  the  people  in  1860  shows 
that  a  proper  banking  system  would  carry  banking  among  them  all. 
The  national-banking  system  confiscates  the  credit  of  the  country 
people  and  prevents  their  having  any  media  of  exchange  wherewith 
they  may  transact  their  affaira.  It  is  tyrannical  and  oppressive  to 
them,  and  the  provision  of  it  which  forbids  them  to  have  their  local 
banks  of  issue  ought  to  be  repealed. 

Why  do  they  get  no  relief?  It  is  because  the  people  who  dwell  in 
thickly  settled  regions  reiuse  to  have  a  system  that  may  bring  bank 
notes  among  them  which  may  be  at  a  discount.  That  is  the  case,  and 
the  whole  case.    Their  position  is  a  most  unreasonable  one. 

I  now  come  to  the  point  we  were  discussing  a  moment  ago,  where 
checks  come  in.  They  say  what  is  good  enough  for  them  is  good 
enough  for  others.  But  this  view  of  the  case  ignores  actual  condi- 
tions. They  hardly  need  any  notes  at  all.  They  do  their  business 
with  checks.  But  of  what  use  is  a  check  to  a  cowboy  on  the  plainsf 
He  must  have  actual  cash.  The  farmers  in  the  South  and  West  can 
not  get  along  with  checks.  They  must  have  coin  or  bank  notes,  and 
the  only  notes  that  will  serve  them  are  notes  that  are  not  good  in  other 
localities. 

Mr.  Beositjs.  That  is  to  say,  the  note  must  be  bad  in  order  to  be 
goodt 

Mr.  R0YA1.L.  Yes,  sir  5  you  may  put  it  that  way  if  you  choose. 

Mr.  Johnson.  What  objection  is  there  to  the  national-banking  sys- 
tem— that  is,  a  system  under  the  control  of  the  central  Government 
which  would  obviate  these  difficulties  which  you  state  exist;  in  other 
words,  why  can  not  the  present  national-banking  system  be  used  as  a 
nucleus  and  some  changes  and  reforms  be  made  in  it  by  the  establish- 
ment of  branch  banks  and  other  modifications,  and  accomplish  what 
you  desire  t 

ohabtebino  banks. 

Mr.  Boy  ALL.  I  would  as  soon  get  my  charter  from  OongresB  as  firom 
the  Virginia  legislature.    I  don't  care  about  that.    If  you  will  provide 
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that  a  man  may  get  out  his  charter  by  dei>oBitlng  the  articles  in  the 
office  of  the  circuit  court  of  the  United  States  for  the  district  of  Yir- 
ginia  I  am  satisfied,  but  you  wiU  tack  on  a  whole  lot  of  red-tape  provi- 
sionsy  which  you  could  of  course  get  rid  of;  but  the  trouble  is  that  you 
wont  give  up  the  provision  that  its  notes  are  to  be  secured  by  national 
bonds. 

Mr.  Johnson.  How  do  you  know  we  would  not.  Suppose  no  such 
provision  were  madef 

Mr.  BoYALL.  Why,  if  no  such  provision  were  made  we  would  bless 
you  I 

Mr.  FoWLEB.  Don't  you  think  in  our  modem  transportation  our 
means  of  communication  and  so  on  would  require  that  we  should  have 
a  uniform  system  f 

Mr.  KoYAXL.  My  answer  would  be  that  the  United  States  Govern- 
ment has  nothing  to  do  with  it;  but  of  course  if  we  are  going  to  found 
ourselves  on  the  error  we  have  gotten  into  I  don't  care  where  the  bank 
gets  its  charter,  whether  it  is  from  the  National  Government  or  not. 

Mr.  Johnson.  I  would  like  to  ask  you  whether  you  think  the  present 
system  unconstitutional! 

Mr.  BoTALL.  No,  sir.  I  think  the  case  of  McOuUoch  v.  Maryland 
was  rightly  decided.  I  have  no  doubt  Congress  can  charter  corpora- 
tions. All  I  say  is  it  was  never  intended  it  should  have  any  control 
over  the  currency,  or  authority  to  interfere  with  the  State  banks.  It 
may  provide  for  its  own  banks,  but  it  must  leave  the  State  banks 
alone. 

Mr.  Johnson.  You  don't  consider  it  necessary  that,  in  order  to  obtain 
a  proper  amount  of  money  in  the  rural  districts,  it  should  be  at  below 
par  elsewhere  t 

Mr.  BoYALL.  I  do,  sir. 

Mr.  Johnson.  Is  it  not  possible  to  have  money  good  everyplace  and 
stQl  devise  a  system  that  would  throw  that  money  into  every  section  of 
thecountiyt 

Mr.  BoYAXL.  I  say  that,  if  you  put  out  notes  in  a  backwoods  com- 
munity that  are  good  at  par  in  New  York,  those  notes  will  leave  the 
backwoods  community  and  go  to  New  York. 

The  Ghaibman.  Do  you  object  to  a  system  that  would  compel  the 
banks  in  all  other  sections  of  the  country  to  return  at  once  to  the  back- 
woods bank  the  notes  of  the  backwoods  bank  when  they  come  into 
their  possession  f 

Mr.  BoYALL.  1  don't  object  to  that;  but  they  will  go  back  there  by 
reason  of  their  being  at  a  discount  without  any  law. 

The  Ohaibhan.  Had  you  not  just  as  leave  have  it  so  that  they  will 
go  back  without  being  at  a  discount?  Are  not  you  willing  to  have  a 
system  that  will  compel  the  return  of  those  notes  to  the  backwoods 
bank  without  giving  the  notes  of  the  backwoods  bank  a  black  eyet 

Mr.  BoYALL.  How  are  you  going  to  keep  the  notes  from  being  at  a 
discount  if  you  depend  on  the  local  credit  only? 

The  Ghaibman.  We  did  in  Massachusetts. 

Mr.  Johnson.  Yes ;  it  was  done  under  what  was  known  as  the  Suf- 
folk system. 

THE  SUPFOLS:  SYSTEM. 

Mr.  BOYALL.  Tes:  I  know  the  Suffolk  system.  There  were  four  or 
five  States  in  that,  I  believe,  and  those  four  or  five  States  were  prac- 
tically made  one  State  for  that  purpose,  as  far  as  those  notes  were  con- 
oemed. 
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Mr.  Fowler.  You  would  rather  have  the  note  come  back  without  a 
black  eye. 

Mr.  Roy  ALL.  The  only  way  our  people  can  get  along  is  to  have  the 
notes  depend  on  their  own  credit.  If  they  are  good  in  New  York,  they 
will  go  to  New  York. 

Mr.  Johnson.  Must  not  those  notes  suffer  a  discount  when  the  hold-  > 

ers  of  them  want  to  go  outside  of  their  own  community  to  make  pur-        V 
chases  with  that  money  in  their  pockets  t 

Mr.  RoTALL.  No,  sir;  those  notes  are  payable  in  coin  on  demand. 
They  go  to  the  bank  and  say,  ^^Oive  me  gold  for  these  notes,"  and  they 
get  gold.    I  am  going  to  treat  that  very  point,  sir,  in  a  moment. 

FABMEBS  NEED  STATE  BANK  NOTES. 

[Reading:]  I  say  the  farmers  must  have  actual  cash,  and  the  only 
bank  notes  tnat  will  serve  them  are  the  notes  not  good  in  other  locali- 
ties. The  note  that  is  good  all  over  the  country  leaves  the  former  and 
goes  to  New  York  and  Chicago  for  the  use  of  stock,  grain,  and  cotton 
speculators.  The  old  State  bank  notes  of  these  farmers,  though 
despised  elsewhere,  served  their  purposes.  The  Blacksbnrg  farmer 
I  have  reterred  to,  when  he  borrowed  money,  did  not  leave  it  on 
deposit  in  the  bank.  He  put  it  in  his  pocket,  in  the  form  of  the  bank's 
notes,  and  carried  it  out  into  his  neighborhood  and  paid  it  out  to  his 
neighbors,  and  it  circulated  among  them  indefinitely,  answering  all 
the  purposes  of  money  and  giving  them  all  the  media  of  exhange 
that  they  needed.  Gen.  Bradley  T.  Johnson,  who  has  recently  been 
in  Ouba,  tells  me  a  gentleman  there  named  Sanchez  owns  a  plantation  . 
100  miles  square,  on  which  many  thousands  of  the  people  live.  He  ^ 
coins  all  the  money  used  on  this  domain.  He  keeps  a  deposit  of 
United  States  bonds  in  New  York,  on  which  he  borrows  all  the  gold 
necessary  to  redeem  his  coinage  with,  and,  t^.iat  being  so,  his  coinage 
circulates  among  the  people  on  his  estates,  and  is  as  good  money  for 
their  purposes  as  the  best.  It  will  not  pass  outside  the  limits  of  his 
domain,  as  our  gold  coin  will  not  pass  in  Europe 

Several  Membebs.  Oh,  yes,  it  will! 

Mr.  Hill.  I  think  you  are  mistaken  there.  I  was  offered  90  cents 
more  for  $00  worth  of  gold  in  Europe  than  its  face  value. 

Mr.  Roy  ALL.  And  a  banker  did  it — a  skilled  man  who  knew  the 
difference  between  the  alloy  of  our  gold  and  of  his  country's  gold? 

Mr.  Hill.  No. 

AN  INCIDENT  AT  ASCOT  BACES. 

Mr.  RoYALL.  I  was  in  London  in  1884  and  went  to  the  Ascot  races 
with  a  gentleman  named  Mr.  Munsey,  from  Jersey  City.  We  only 
took  a  few  dollars  in  English  money,  supposing  that  would  be  suffi- 
cient. [Laughter.]  We  did  not  know  what  it  cost  to  get  in.  We 
learned  something.  We  won^t  do  it  any  more.  I  mean  we  won^  carry 
a  few  dollars  only  any  more.  There  was  a  big  crowd  there — the  Prince 
of  Wales  and  a  lot  of  big  people — and  when  we  went  to  the  ticket  office  ^ 
to  purchase  our  tickets  they  told  us  the  tickets  were  a  pound  apiece.  ^ 
We  didn't  have  that  much,  and  we  thought  we  would  have  to  go  back 
to  London.  But  I  had  a  twenty-dollar  gold  piece  of  our  money,  and  I 
offered  that  and  I  said  to  the  ticket  seller,  <<This  is  worth  the  price  of 
four  ticketSjJ)ut  I  will  give  it  to  you  for  two  tickets.  He  would  not 
accept  it.    That  is  an  illustration 

The  Oh  A  IBM  AN.  That  simply  showed  the  ignorance  of  the  person. 
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Mr.  EoYALL.  Exactly.  It  shows  you  caa  not  pass  oar  grold  among 
people  who  do  not  know  it  in  the  country  at  large.  But  then  a  very 
curious  thing  happened.  I  turned  off  sorrowfully  and  was  confronted 
at  once  with  Mr.  Robert  Garrett,  the  president  of  the  Baltimore  and 
Ohio  Railroad.  I  knew  him  and  was  glad  to  see  him.  I  went  up  to 
him  and  said,  ^'  Our  gold  money  has  been  refused ;  give  me  some  English 
money  for  it,"  and  he  said  "  Certainly,''  and  he  took  out  a  roll  of  £5 
bills  and  skinned  me  off  four  of  them,  both  of  us  mistaking  them  for 
$5  bills,  and  I  gave  him  the  $20  gold  piece.  He  had  given  me  $100.  I 
had  great  trouble  in  hunting  him  up  next  day  to  give  it  back  to  him. 
I  suppose  I  ought  not  to  have  done  it — it  was  bad  financing.  Our  good 
coin  will  not  pass  there  any  more  than  our  good  Virginia  notes  would 
pass  in  your  New  England  States. 

Mr.  Fowler.  That  fellow  might  be  a  good  judge  of  horses,  but  he 
did  not  know  anything  about  money. 

Mr.  RoTALL.  That's  the  way;  you  can  sell  our  money  to  the  bankers 
and  brokers,  but  the  people  do  not  know  it;  you  can  not  pass  it  at  the 
stores  and  markets.  It  is  exactly  the  case  with  our  notes.  They  were 
good  in  Virginia,  but  not  good  up  among  your  people. 

MONEY  OF  aANOHEZ. 

l^ow,  I  say  this  money  of  Sanchez  contains  the  true  idea  of  a  banking 
system. 

Mr.  FoWLEB.  I  would  like  to  ask  one  question  here.  I  think  it  will 
throw  some  light  on  this  from  your  own  point  of  view  as  well  as  ours. 
Would  it  not  be  just  as  well  if  there  was  a  selfish  motive  to  send  these 
notes  back  outside  of  the  discrediting  of  the  notes  t  For  instance,  in 
Canada,  these  notes  are  retired  and  redeemed  by  each  bank  taking  the 
bank  notes  of  other  banks  over  to  the  other  banks,  and  from  a  selfish 
motive  the  bank  wants  to  get  its  own  notes  out  so  as  to  get  the  interest. 
Now,  if  there  were  such  a  system  in  this  country  as  to  compel  them  to 
get  foreign  notes  out  away  Irom  home  it  would  send  them  home  without 
discredit.    Don't  you  think  that  would  work? 

Mr.  BoYALL.  It  is  the  case  of  putting  an  act  of  Congress  to  do  a 
thing  that  ought  to  be  operated  by  the  laws  of  nature. 

Mr.  FowiiEB.  It  is  a  law  of  nature  in  the  case  I  speak  of  just  as  much 
as  under  your  plan.  It  is  the  law  of  selfishness.  You  have  one  method 
of  selfishness  and  this  is  another.  In  one  case  the  bill  goes  home  with- 
out a  discredit  and  in  the  other  case  it  is  discredited. 

Mr.  EoYALL.  It  is  as  I  said.  You  are  undertaking  to  do  the  thiixg 
by  physical  power,  by  the  hand  of  power,  when  I  am  for  leaving  it 
alone  to  the  principles  of  evolution. 

Mr.  PoWLEB.  I  agree  with  you,  but  when  you  take  the  first  step, 
authorizing  the  bank  to  issue,  you  have  interfered.  Kow,  I  do  not  go 
any  further  than  you  do  in  interfering  with  the  evolution  of  money, 
except  that  you  allow  the  bill  to  be  discredited;  that  is  the  selfish 
motive  that  impels  it  to  be  sent  back.  You  can  as  well  put  it  on 
another  basis  of  selfishness — ^that  one  bank  wants  to  get  its  notes  out. 

Mr.  BoYALL.  When  you  undertake  to  do  it  by  law  it  is  interfering. 

Mr.  Johnson.  You  do  not  advocate  that  all  law  shall  be  put  aside 
and  that  each  individual  be  allowed  to  issue  notes  without  restraint? 

Mr.  BoYALL.  I  know  in  Virginia  they  would  put  restraints  on,  but 
I  am  for  leaving  it  free. 

Mr.  Johnson.  That  is  law. 

Mr.  BoYALL.  The  Virginia  legislature  will  provide  a  system.  It  is 
going  to  do  it  if  left  to  them,  I  know  x>eriectly  weU. 
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Mr.  Johnson.  I  think  the  ^ievances  you  speak  of  exist.  The  ques- 
tion is,  What  is  the  best  instrumentality  for  repairing  them — the 
national  or  State  authority? 

Mr.  RoYALL.  You  leave  it  to  Virginia,  and  I  say  we  will  fix  it  for 
ourselves.  If  you  will  leave  it  to  us  we  will  fix  it,  and  it  is  not  going 
to  burt  you,  either. 

Mr.  Johnson.  The  system  did  hurt  us  before  the  war. 


NOTES  OF  EASTERN  AND  WESTERN  STATES. 

Mr.  BoYAiiL.  As  I  have  said,  the  notes  of  the  Eastern  States  hurt 
nobody.  The  notes  of  the  Western  States  did  hurt,  because  we  had  a 
rapidly  growing-up  community  that  took  many  ventures. 

Mr.  Johnson.  Not  only  that.  They  worked  harm  also  on  account 
of  the  laxity  of  the  laws;  and  there  wiU  be  some  States  that  will  be 
lax  in  regard  to  their  laws  on  the  subject 

Mr.  Fowler.  And  misfortuens  in  a  few  States  throw  discredit 
everywhere. 

Mr.  EoYALL.  I  say  you  can  not  point  to  a  misfortune  in  my  State. 
I  have  not  gone  over  the  other  Atlantic  Goa«t  States,  but  I  believe  if 
you  will  look  over  them  you  will  find  they  never  hurt  anyone.  The 
harm  arose  from  the  new  Western  States;  it  was  incidental  to  the 
growth  of  a  new  community,  and  such  things  will  always  happen. 
But  we  have  no  new  communities  now,  and  it  would  not  happen  again. 

Mr.  Johnson.  I  have  no  specific  instances  in  mind,  but  I  think  you 
are  mistaken  in  saying  difficulties  and  trouble  respecting  these  notes 
arose  only  in  the  Western  States.  I  think  there  were  probably  some 
of  the  Atlantic  States  that  did  not  have  a  first-class  banking  system. 

Mr.  EoYALL.  I  have  only  spoken  with  certainty  in  regard  to  my        y 
own  State.    I  do  not  believe  there  was  any  trouble  in  any  of  the 
Atlantic  States. 

Mr.  Cox.  One  of  the  points  that  has  often  been  made  and  will  con- 
tinue to  be  made  in  regard  to  the  banks  under  that  old  system  is  this : 
A  bank  would  organize  under  that  system,  for  instance,  in  Virginia. 
It  was  a  fictitious  bank.  It  issued  its  notes,  and  a  rascally  fellow  car- 
ried those  notes,  say,  way  out  to  Indiana  and  sold  them  for  what  could 
be  gotten  out  there.  Such  things  occurred. «  Kotes  of  such  banking 
concerns  were  sold  away  from  home  for  what  could  be  gotten  for  them. 
I  know  this  did  occur  in  Virginia — or  at  least  a  gentleman  from  Virginia 
stated  it  here.  A  case  was  given  where  a  bank  in  Virginia  sold  its 
notes  in  what  is  now  West  Virginia.  That  is  one  of  the  things  that 
gave  trouble. 

Mr.  BOYAL.L.  At  that  time  no  telegraph  or  rapid  communication 
existed.    Frauds  of  that  kind  could  not  be  worked  now. 

Mr.  Fowler.  You  have  spoken  of  a  thing  that  has  been  in  my  mind ; 
about  the  congestion  of  capital  in  cities  as  distinguished  from  a  con- 
dition of  affairs  before  the  war.  Don't  you  realize  that  that  is  due 
largely  to  improved  facilities  in  transportation  and  exchange  f 

Mr.  BoYAXL.  No  doubt ;  but  let  the  little  fellows  flourish  some,  too. 
They  would  flourish  if  you  would  let  them  alone. 

Mr.  Fowler.  But  when  you  now  propose  a  scheme  it  must  be  con-       -» 
sidered  with  reference  to  the  conditions  prevailing  to-day. 

repeal  all  lboislation. 

Mr.  BoYALL.  Yes,  sir;  I  propose  a  scheme  of  letting  the  thing  alone; 
leaving  Virginia  to  do  this  thing  for  herself.  I  don't  want  you  to  leg- 
islate at  all.  I  want  you  to  repeal  all  legislation.  That  is  what  I  am 
here  for— to  ask  you  to  repeal  everything  you  have  done. 
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The  Ohaibhan.  Do  yoa  think  it  is  safe  to  repeal  everything  we  have 
done  without  making  some  provision  for  getting  the  legal-tender  notes 
out  of  existence? 

Mr.  Boy  ALL.  I  don't  think  that  would  be  wise.  You  ought  to  destroy 
them,  and  you  ought  to  pay  out  this  gold  reserve  here. 

The  Chairman.  Then  the  condition  precedent  to  repealing  all  laws 
and  allowing  the  States  to  manage  for  themselves  the  issue  of  currency 
is  to  get  the  greenback  and  the  Treasury  note  out  of  the  way. 

Mr.  EoYALL.  I  would  not  say  that,  but  I  say  get  it  out  of  the  way 
and  disburse  your  gold  reserve  here,  let  the  people  transact  their  busi- 
ness on  a  coin  basis,  and  if  they  want  any  aid  in  the  way  of  bank  notes 
let  them  get  such  aids  irom  their  own  institutions. 

The  Ghaibman.  Take  the  Government  out  of  the  banking  business? 

A  aOVEBNHENT  OP  FAVOR  AND  PRIVILEGES. 

Mr.  BoYALL.  That  is  what  I  propose  to  do.  That  was  the  condition 
of  affairs  from  1837  to  1861,  and  in  that  time  we  were  the  happiest 
nation  that  ever  existed  on  the  face  of  this  earth  and  the  most  pros- 
perous. Then  the  Constitution  had  full  sway.  No  nation  ever  pros- 
pered as  we  did  during  that  period.  What  have  we  done  since  the 
wart  What  have  we  done  since  we  have  had  restrictive  legislation  in 
regard  to  the  currency?  Why,  you  see  your  Goulds  and  your  Van- 
derbilts  and  your  Astors  on  the  one  side  and  people  starving  on  the 
other.  That  is  the  result  of  it.  You  have  come  down  to  a  govern- 
ment of  favor  and  privileges,  when  it  was  intended  to  be  a  government 
that  gave  its  beneficent  influences  to  all  men  alike,  by  leaving  them 
alone. 

WILDCAT  BANKS  NO  LONGER  POSSIBLE. 

[Beading:]  With  a  system  of  State  bank  currency,  it  is  to  be  noted 
that  a  panic  would  be  confined  to  a  large  extent  to  one  locality. 
What  would  excite  distrust  of  Virginia  bank  notes  might  not  be 
noticed  in  Maryland,  and  mere  suspension  of  payment  by  banks  do 
not  necessarily  mean  wreck  and  ruin,  if  the  people  know  the  banks 
to  be  solvent  in  fact  We  saw  universal  suspension  in  1893,  yet  the 
banks  wexe  entirely  unhurt  by  it.  There  could  be  no  more  wild-cat 
State  banks.  We  have  no  more  ^'boom'^  territory.  That  is  the  com- 
plete answer  to  this  talk  of  wild-cat  banks.  All  our  States  are  now 
old  and  conservative  communities  that  have  old  and  well-established 
banks.  The  moment  a  note  from  a  wild-cat  bank  was  offered  for 
deposit  at  one  of  our  old  banks  it  would  be  thrown  out.  I  set  up  a 
wild-cat  bank  in  the  woods  over  the  other  side  of  the  Potomac,  lor 
instance.  One  of  my  notes  goes  to  Alexandria.  The  merchant  who 
receives  it  there  takes  it  to  the  bank  the  next  morning  and  it  is  thrown 
out,  and  this  is  instantly  communicated  all  over  the  country  and 
nobody  else  will  take  the  notes  of  this  wild-cat  bank. 

Mr.  Johnson.  But  how  many  bank  notes  have  you  gotten  out  before 
this  is  done? 

Mr.  BoYALL.  You  would  not  be  able  to  issue  large  quantities  through 
a  fraud. 

Mr.  Aldrioh.  The  information  would  not  be  gotten  out  through  the 
fiEunning  communities  where  you  want  to  use  those  notes. 

PARKERS  ARE  NOT  POOLS. 

Mr.  BOYALL.  You  can  not  impose  so  easily  on  the  farmers.  You 
may  occasionally  fool  a  farmer,  but  the  farmers  are  not  fools. 
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Mr.  Fowler.  That  partictdar  fellow  woald  not  want  to  fool  them 
but  once. 

Mr.  RoYALL.  He  would  only  fool  two  or  three. 

The  Ohaibman.  I  would  like  to  call  your  attention  to  this  list  of 
Virginia  failed  banks,  on  page  43  of  this  report. 

(Mr.  Koyall  was  handed  report  of  the  OomptroUer  of  the  Currency 
for  1896,  showing  a  list  of  Virginia  banks  which  have  failed.)  J 

Mr.  Roy  ALL.  Well,  that  may  all  be  so,  sir.  ^ 

The  Ohaikman.  How  many  are  there?  I  see  they  involve  a  capital 
of  $421,000. 

Mr.  Roy  ALL.  But  in  how  long  a  time  is  this?  It  appears  here  that 
this  embraces  the  whole  history  of  the  State. 

A  Mbmbeb.  That  is  from  1811  to  1830. 

Mr.  RoYALL.  That  may  be  so.  We  have  had  our  disasters,  espe- 
cially in  that  early  period.  What  proportion,  though,  does  that  bear 
to  the  banking  we  did  during  that  period?  I  don't  believe  a  man  lost 
a  note  by  them.  It  is  not  stated  that  anyone  lost  anything  by  them. 
They  may  all  have  simply  discontinued  business,  paying  in  full. 

[Reading:!  In  a  speech  delivered  in  the  House  of  Representatives 
on  May  31 .  1894,  by  the  honorable  chairman  of  this  committee  (Hon. 
J.  H.  Walker),  he  said  that  in  1857  he  paid  10  per  cent  for  the  trans- 
mission of  money  from  Illinois  to  Boston.  Those  were  days  when 
Illinois  banks  came  very  near  the  category  of  wild-cat  banks,  and 
steam  and  electricity  had  supplied  few  of  the  present  methods  for 
communicating  intelligence  and  supplying  the  demands  of  travel  and 
traffic.  The  chairman  presented  the  further  idea  that  interstate  notes 
were  hidispensable  to  interstate  commerce,  and  that  commodities  could 
not  be  paid  for  between  States  without  such  currency.  But  interstate  X 
commerce  is  not  transacted  with  either  coin  or  currency  notes.  It  is 
conducted  through  exchange.  Separated  localities  do  not  buy  from 
each  other  with  coin  or  currency.  They  exchange  commodities,  the 
transactions  being  operated  and  arranged  by  tl^  exchange  of  their 
credit  values  through  the  banks.  This  exchange  will  always  be  pay- 
able in  coin.  If  a  debtor  locality  has  no  exchange  against  its  creditor 
locality,  the  individual  in  the  debtor  locality  takes  the  notes  of  the 
bank  to  it  and  demands  gold  for  them,  and  he  ships  that.  Baltimore 
would  never  allow  Richmond  to  send  her  Virginia  bank  notes.  She 
would  require  Maryland  notes  or  coin. 

BALANOSS  SBTTLSD  BY  EXOHANaS. 

This  great  fact  of  balances  being  settled  by  exchange  is  the  impor- 
tant one  that  has  been  overlook^  in  all  the  financial  discussions  we 
have  had;  yet  it  is  the  key  o  the  case.  All  interstate  commerce  is 
thus  .conducted,  and  all  intra-state  commerce,  in  the  cities.  It  is  only 
the  country  people  who  need  coin  or  notes,  but  they  need  them  imper- 
atively and  must  have  them* 

As  it  stands  at  present,  the  nationalbank  act  is  so  entirely unsuited 
to  the  people  who  live  in  sparsely  settled  country  districts,  that  they 
know  absolutely  nothing  about  it.  The  requirement  of  Government  "^ 
bonds,  the  limit  of  $50,CN90  to  start  with,  and  the  tax  on  the  circulation 
remove  it  from  the  consideration  of  the  country  people.  But  if  it  were 
made  far  more  liberal  in  these  respects  it  would  stUl  utterly  fail  to  meet 
the  needs  of  these  people.  They  must  be  permitted  to  issue  as  much  as  or 
more  than  their  capital  in  notes  to  make  banking  in  the  country  profit- 
able.   And  our  experience  before  the  war  proves  that  this  can  be  done 
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with  safety.  The  note  geta  out  amoug  the  country  people,  and  while 
the  credit  of  the  bank  remains  good,  these  never  present  them  for  pay- 
ment in  coin.  They  are  at  a  discount  away  from  their  plaoe  of  issue, 
but  this  is  all  the  better,  as  it  sends  them  back  at  once  for  the  use  of 
the  people  they  were  intended  for,  just  as  hi^pens  with  the  notes  of  the 
English  country  banks,  or  with  Mr.  Sanchez's  coinage. 

LOCAL.  CUBBBNCY  NEBDSD. 

Again,  notes  secured  by  Government  credit  will  never  do  for  the 
country  people,  however  many  of  them  even  their  own  banks  may 
issue.  These,  though  issued  iu  a  backwoods  mountain  district,  are  as 
good  in  New  York  or  Cliicago  as  any  others,  and  while  this  is  so  all  of 
them  will  certainly  go  there.  The  banks  are  on  one  side  of  the  street, 
the  exchanges  upon  the  other.  The  banks  bid  for  all  the  currency  that 
is  good  all  over  the  Union,  and  the  speculators  borrow  it  from  them 
to  speculate  with  iu  the  exchanges.  The  thing  is  automatic.  As  the 
banks  get  money  the  speculators  increase,  and  as  the  speculators 
increase  the  banks  bid  for  more  money  for  them.  They  will  draw  from 
the  country  districts  all  the  currency  their  banks  may  issue  that  is 
secured  by  the  Government's  credit.  This  is  the  crucial  point.  Our 
currency  must  be  one  that  is  local  and  not  good  all  over  the  Union.  I 
know  the  point  is  made  against  this  argument  that  contracts  of  this 
sort  are  not  operated  through  coin  or  currency  notes,  but  by  granting 
credits  by  the  bank  with  the  stuff  dealt  in  as  collateral.  But  when- 
ever a  credit  is  granted  there  must  be  a  reserve  of  redemption  money. 
These  speculative  credits  swell  out  to  any  amount  whatever,  and  they 
will  call  for  all  the  money  and  currency,  good  all  over  the  Union,  that 
may  be  issued  to  stand  as  the  reserve  redemption  money  required. 

NO  GOVSBNHBNT  INTBBBEBBNCE, 

What  the  people  need  and  what  they  have  a  natural  and  constitu- 
tional right  to  is  perfect  liberty  to  make  such  contracts  as  they 
please  without  interference  by  the  Government,  as  Herbert  Spencer 
so  splendidly  argues  for  in  his  essay  already  referred  to.  They  have 
a  right  to  demand  that  the  Government  shall  repeal  all  laws  that 
abridge  their  natural  rights  in  the  matter  of  banking.  Then,  with 
the  notes  of  their  local  bank,  always  payable  on  demand  in  coin,  all 
the  people  would  have  all  the  currency  that  they  needed  and  the 
present  discontent  would  come  to  an  end. 

A  local  bank  would  grow  up  naturally  and  by  the  evolution  princi- 
ple wherever  there  was  business  ^nough  to  sustain  it,  and  the  sur- 
rounding country  would  increase  in  fertilily  and  productiveness  as  the 
bank  prosx)ered,  and  the  bank  would  prosper  as  the  country  around  it 
prospered.  It  would  be  like  a  spring  in  a  desert.  Everything  around 
it  would  be  green,  and  where  its  waters  ceased  to  percolate  the  face  of 
the  desert  would  appear.  What  is  wanted  is  that  all  acts  of  Congress 
interfering  in  any  way  with  perfectly  free  banking  shall  be  rei>ealed  and 
that  the  subject  shall  be  relegated  to  the  States  for  such  legislation  as 
they  may  think  proper.    This  is  the  idea  of  the  Constitution. 

MBBIA  OF  EXCHANGE  LACKINO. 

The  case  comes  down,  then,  to  this :  In  a  very  gr«at  part  of  the 
country  the  people  are  without  any  media  of  exchange,  and  that  fact 
was  at  the  bottom  of  the  prodigious  upheaval  we  have  just  seen.    I 
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can  speak  with  confidence  of  Virginia,  and  it  was  certainly  so  there. 
The  country's  trouble  is  not  ended.  No  impression  has  been  made 
npon  it.  At  least,  this  is  certainly  so  in  my  State.  It  will  never  be 
ended  until  the  country  people  are  treated  with  fairness  and  justice 
and  relieved  from  the  discrimination  now  operating  against  them. 
The  inconvenience  which  the  people  of  the  East  and  Middle  West  fear 
from  notes  at  a  discount  would  really  be  very  trifling,  for  in  this  day 
of  electricity  and  steam  a  note  that  was  at  a  discount  would  be 
instantly  sent  scurrying  to  the  State  of  its  home.  The  question,  then, 
which  that  part  of  the  country  that  is  satisfied  with  the  national-bank 
system  has  before  it  is  this:  Will  it  submit  to  the  slight  inconven- 
ience of  notes  at  a  discount  and  restore  peace  and  quiet  to  the  whole 
country,  or  will  it  stand  out  against  any  amendment  and  any  relief  to 
the  great  body  of  the  country  people  and  run  the  risk,  four  years  from 
now,  of  riot,  revolution,  and  possibly  bloodshed?  The  question  is  a 
most  momentous  one,  and  it  becomes  you,  gentlemen,  to  give  it  the 
gravest  consideration. 

I  thank  you  for  the  attention  you  have  given  me. 

The  Chairman.  If  any  gentlemen  of  the  committee  desire  to  ask 
any  questions  of  Mr.  Boyall,  we  will  now  have  time  for  them,  as  we 
have  permission  to  sit  during  the  session  of  the  House. 

Mr.  Black.  I  would  like  to  ask  Mr.  Boyall  one  question.  I  am  very 
much  pleased  with  your  constitutional  argument.  I  believe  myself 
that  in  all  these  questions  of  currency  and  taxation  and  everything 
else  of  that  kind  that  whenever  we  get  away  from  that  instrument  we 
get  on  dangerous  ground. 

Mr.  BoYAiiL.  You  are  dead  right,  sir. 

NOTES  REDEEMED  IN  SILVER. 

Mr.  Black.  I  would  like  to  ask  you  if  you  would  have  any  objections, 
after  the  State  banks  were  organized,  to  going  back  to  what  I  conceive 
to  be  the  old  constitutional  idea  of  allowing  them  to  redeem  their  notes 
in  silver  as  well  as  gold? 

Mr.  Boyall.  Now,  I  am  afraid  you  would  reopen  the  whole  silver 
question,  and  while  I  am  utterly  opposed  to  free  silver,  I  did  not  come 
here  to  discuss  that. 

Mr.  Black.  No;  I  do  not  mean  to  bring  that  up. 

Mr.  Boyall.  I  say  that  it  won't  do  for  us  to  coin  any  more  silver  at 
present,  but  I  would  let  the  States  redeem  in  the  present  silver  coin  if 
no  more  is  to  be  coined.    If  we  need  more  silver  later  we  can  coin  it. 

Mr.  Gox.  I  agree  with  that. 

Mr.  Hill.  If  the  lack  of  banking  facilities  in  the  country  towns  of 
Virginia  and  the  South  is  due  to  the  defects  in  the  national  banking 
system,  why  is  it  that  in  New  England  we  have  a  surplus  of  national 
banks? 

Mr.  Boyall.  Because  you  are  all  living  right  together,  sir — ^you  have 
a  thickly  settled  community. 

Mr.  Fowler,  Will  you  allow  me  to  answer  that? 

Mr.  Hill.  Certainly. 

Mr.  Fowler.  It  is  because  there  is  a  large  amount  of  accumulated 
wealth  in  the  form  of  an  investment  fund  in  your  country. 

Mr.  Boyall.  That  is  one  reason,  but  if  you  were  scattered  all  the 
accumulation  would  not  answer  the  purpose. 

Mr.  Fowler.  The  want  of  banks  South  is  due  to  the  defects  of  the 
system. 
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Mr.  Johnson.  Suppose  that  plan  were  adopted,  and  suppose  pro- 
vision were  made  for  the  establishment  of  branch  national  banks,  do 
you  think  that  would  have  any  tendency  to  obviate  this  difficulty  under 
which  you  labor  in  the  sparsely  settled  section  of  the  country? 

Mr.  BoTALL.  That  would  help. 

Mr.  Johnson.  What  do  you  think  of  the  Baltimore  plan? 

Mr.  EoYALL.  That  plan  limits  the  power  of  the  banks  to  issue  only 
50  per  cent  of  their  capital.  That  would  not  do.  Those  country  peo- 
ple have  to  be  able  to  put  out  more  notes.  They  encounter  great  diffi- 
culties. They  have  to  put  out  more  notes  than  their  capital  in  order 
to  make  it  pay. 

THS  BALTIMOBB  PLAN. 

Mr.  Johnson.  Well,  with  that  provision  added,  what  would  you  say 
to  the  Baltimore  plan? 

Mr.  Boy  ALL.  I  am  not  well  up  on  that  plan.  It  has  been  two  or 
three  years  since  I  read  that  plan,  and  therefore  can  not  discuss  it. 
I  recollect  that  at  the  time  I  read  it  it  did  not  satisfy  me,  although  I 
thought  there  were  some  good  features  in  it. 

Mr.  Johnson.  I  find  it  hard  to  reconcile  myself  to  the  idea  that  in 
order  to  have  a  reasonable  amount  of  money  in  any  locality  it  must 
of  necessity  be  mpney  which  is  not  of  uniform  value  throughout  the 
country, 

Mr.  BoYALL.  We  have  found  by  bitter  experience  that  if  you  put 
the  Government's  indorsement  on  it  we  can  not  retain  it  a  moment.  It 
is  good  then  all  over  the  country  and  everybody  wants  it.  As  long  as 
it  is  backed  by  our  credit  only  it  is  good  enough  for  us,  but  not  good 
enough  for  you. 

In  all  the  acts  proposing  amendments  to  our  banking  system  that  I 
have  seen  the  draftsman  has  had  in  his  mind  a  supposed  necessity  for 
bank  notes  that  will  circulate  from  end  to  end  of  our  Union.  But 
there  is  no  need  for  any  such,  and  the  idea  is  wholly  foreign  to  the 
true  idea  of  a  bank  currency.  Transactions  between  separated  locali- 
ties are  all  effected  by  exchange,  and  not  by  coin  or  currency  notes. 
Currency  notes,  when  their  nature  is  properly  considered,  are  only  for 
the  convenience  of  a  locality  that  is  short  of  methods  for  transacting 
business  with  checks.  If  the  locality  can  transact  its  business  with 
checks,  it  will  certainly  do  so ;  and  it  has  no  use,  therefore,  for  any 
more  bank  notes  than  what  it  will  issue  for  its  own  convenience.  If 
it  can  not  transact  its  business  with  checks,  then  it  must  have  bank 
notes  as  a  substitute  for  checks,  and  if  those  bank  notes  all  cling  to 
that  locality,  so  much  the  better  for  all  parties  concerned.  Forcing 
into  circulation  bank  notes  that  will  go  all  over  the  Union  is  pressing 
out  an  issue  that  is  not  needed  and  therefore  forcing  upon  the  body 
politic  instruments  that  will  certainly  bring  about  trouble. 

aOVEBNMENT  NOTES  SHOULD  BE  BBTIBED. 

Almost  all  of  us,  except  the  Populists,  are  agreed  that  the  Oovem- 
ment  notes  should  be  withdrawn  and  canceled.  But  bank  notes  backed 
by  the  Government  credit  are  the  Government  notes  in  effect  If 
Government  notes  are  to  be  issued  at  all,  I  insist  the  Government  itself 
had  better  issue  them  than  that  the  national-banking  act  should  force 
a  bank  in  the  mountain  recesses  of  Dickenson  County,  Ya.,  to  issue 
them.  When  that  bank  issues  notes,  they  should  be  for  the  convenience 
of  the  people  living  around  it  and  not  for  the  convenience  of  the  people 
in  Cayuga  County,  N.  Y.    If  the  people  of  Cayuga  County  want  notes, 
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let  them  issue  them,  or  apply  to  their  State  to  do  so,  or  else  to  the 
General  Government.  Bat  they  have  »io  right  to  expect  the  citizens  of 
Dickenson  County  to  do  it. 

It  is  a  total  perversion  of  the  idea  of  a  bank  to  expect  it  to  issue  cur- 
rency for  the  whole  country.  If  it  issues  currency  at  all,  it  is  for  the 
convenience  of  the  people  who  live  around  it.  Yet  if  a  county  bank 
issues  currency  back^  by  the  Government  that  currency  will  leave  it  y 
and  the  people  who  really  need  it,  and  go  to  a  commercial  center  where 
there  is  no  legitimate  need  for  it. 

The  Chairman.  You  have  spoken  of  the  first  step  in  this  process  of 
giving  us  such  a  currency  as  we  ought  to  have.  The  Government  must 
go  out  of  the  banking  business,  and  we  must  get  the  greenbacks  and 
all  Treasury  notes  and  legal-tender  notes  out  of  the  way.  Now,  my 
point  is,  can  there  be  any  substantial  relief,  provided  we  can  not  get 
Congress  to  issue  bonds  and  take  up  these  notes  f  Is  there  any  other 
solution  than  to  have  the  banks  assume  what  exist,  the  current  redemp- 
tion of  them,  and  then  issue  their  bills  freely  for  whatever  credit  they 
havef    Is  there  any  other  solution  f 

Mr.  RoYALL.  Yes,  sir. 

The  Chaibman.  What  is  it! 

STATE  BANKS  WILL  SOLVE  THE  SILVEB  QUESTION. 

Mr.  RoTALL.  You  will  never  hear  another  complaint  from  the  country 
where  free  silver  has  its  strength  if  you  will  repeal  this  tax  of  10  per 
cent  on  State  banks.  It  will  end  everything.  You  can  go  on  then  and 
destroy  your  greenbacks.    They  ought  to  be  destroyed. 

Mr,  Johnson.  Howf  ^ 

Mr.  RoYALL.  I  would  take  them  in  by  putting  out  a  2  per  cent 
Government  bond. 

The  Chaibman.  You  have  come  to  the  same  point  that  everybody 
does  who  apx)ears  before  the  conmiittee.  When  you  have  come  to  the 
fact  that  this  currency  can  not  be  circulated  unless  it  is  kept  at  par  with 
all  our  other  currency  and  other  coin,  and  admitting  that  it  can  not  be 
done  unless  there  is  some  provision  for  keeping  it  at  par  while  the  green- 
backs and  the  Treasury  notes  exist,  you  fall  right  back  and  say:  Issue 
bonds  and  take  up  the  greenbacks  and  Treasury  notes,  getting  away 
from  the  idea  that  that  can  not  be  done.  Now,  if  that  can  not  be  done, 
what  then  ? 

Mr.  RoYALL.  Now,  you  have  got  me. 

The  Chairman.  That  is  the  question. 

Mr.  RoYALL.  I  must  say  that  I  have  not  thought  of  that — I  mean  a 
way  of  getting  rid  of  the  legal  tenders  without  an  issue  of  bonds.  At 
present  the  Government  is  borrowing  $346,000,000  and  paying  no  inter- 
est. I  have  always  thought  if  it  was  an  honest  Government  it  ought 
to  pay  interest  on  that  money. 

The  Chairman.  Admitting  that  every  member  of  this  committee,  for 
the  purposes  of  this  question,  is  willing  to  issue  bonds  at  2^  per  cent 
interest  and  take  up  the  greenback  and  Treasury  notes 

Mr.  Fowler.  Why  don't  you  include  the  certificates?  "* 

Mr.  Walker.  That  is  too  much.  Confronted  with  the  belief  on  the 
part  of  each  member  of  this  committee  that  it  can  not  be  done,  won't 
you  help  us  out? 

Mr.  RoYALL.  I  haven't  thought  about  it. 

The  Chairman.  Won't  you  think  about  it  and  include  it  in  your 
paper? 
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Mr.  BOYAI.L.  I  recognize  the  compliment  you  pay  me  in  asking  for 
my  opinion,  and  I  will  be  very  glad  to  comply  with  your  request. 

Mr.  Johnson.  You  reooguize  the  fact,  don't  you,  that  it  is  not  a 
simple  question  of  what  is  right  to  be  done,  but  what  it  is  possible  to 
get  through  Congress? 

Mr.  BoYALL.  It  will  give  me  the  greatest  pleasure  to  think  of  it.  I 
have  always  thought  that  the  best  way  was  to  issue  bonds  and  pay 
interest  on  them  and  take  them  in. 

Mr.  Johnson.  But  you  would  not  undertake  to  get  such  a  measure 
through  the  Senate  as  now  constituted? ' 

Mr.  Boy  ALL.  No,  sir;  I  suppose  not,  but  I  won't  say  so.  I  think 
possibly  it  might  be  done  if  properly  managed.  There  is  great  room 
for  hope  in  the  case. 

Mr.  Aldbioh.  In  speaking  of  the  rate  of  interest  on  such  proposed 
bonds  you  mentioned  2  per  cent,  and  the  chairman  spoke  of  2^  per 
cent.    Gould  you  issue  them  at  par? 

ISSXTINd  BONDS  TO  TAKE  UP  ^BEENBAOKS. 

Mr.  BoYALL.  I  could  not  answer  that;  but,  whether  they  could  be 
marketed  at  par  or  not,  the  bond  ought  to  be  a  2  per  cent  one  and 
sold  for  what  it  wiU  bring.  It  will  sell  for  very  near  par,  if  not  par. 
Here  is  a  suggestion  that  might  throw  some  light  on  the  subject: 
The  difficulty  you  have  in  taking  in  the  greenbacks  comes  in  the  main 
from  our  part  of  the  country.  There  is  an  idea  there  that  there  lyust 
be  a  great  deal  of  Government  money  out.  The  people  have  been  mis- 
led by  seeing  the  Government  put  out  this  money.  I  believe  the  South- 
ern people  will  agree  to  give  up  the  greenbacks  if  they  can  have  the 
repeal  of  the  10  per  cent  tax. 

Mr.  Cox.  I  am  just  in  that  fix.  If  they  will  give  me  State  banks,  I 
will  be  willing  to  have  bonds  issued  to  take  up  the  greenbacks. 

Mr.  Boy  ALL.  That  is  it.  I  believe  the  South  will  agree  to  this.  But 
I  fear  the  West  will  make  a  difficulty. 

The  Ghaibman.  You  are  of  the  opinion  that  the  people  of  the  South 
will  be  sufficiently  willing  to  issue  bonds  at  2^  per  cent  interest  to  take 
up  the  Treasury  notes  and  greenbacks  so  that  their  Bepresentatives 
can  feel  that  if  they  vote  for  that  measure,  provided  it  is  coupled  with 
the  repeal  of  the  10  per  cent  tax  on  State  banks,  they  can  be  reelected? 

Mr.  Gox.  If  they  can't,  let  them  stay  at  home. 

Mr.  BoYALL.  Yes,  sir;  I  believe  so.  The  Populist  element  of  the 
Southern  States  will  not  agree  to  it,  but  the  Populist  element  in  my 
State  is  not  the  controlling  element,  jyi  the  old-time  Democrats — ^I 
mean  the  men  who  were  Democrats  before  the  Chicago  platform — wiU 
agree  to  it. 

THE  WHOLE  SOUTH  APPBOVES  BEPEAL  OF  10  PEB  CENT  TAX. 

The  Ghaibman.  The  only  point  this  committee  wants  to  know  is 
this :  Whether  you  believe  that  the  Gongressmen  throughout  the  South 
will  be  sufficiently  certain  that  their  constituents  would  approve  this 
act  so  as  to  insure  their  reelection — ^you  understand  what  the  Gongress- 
man  wants  most  is  to  be  reelected — so  as  to  vote  for  this  measure  look- 
ing to  the  retirement  of  the  greenbacks  and  Treasury  notes,  provided 
we  will  first  repeal  the  10  per  cent  tax! 

Mr.  Boy  ALL.  I  believe  the  whole  South  will  go  for  it.  I  believe  there 
would  be  a  universal  uprising  of  the  people. 

The  Ghaibman.  Your  paper  could  do  something  toward  that.     I 
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think  we  can  carry  it  in  the  East.  I  believe  they  will  do  anything  to 
get  rid  of  these  notes. 

Mr.  BoTALL.  What  is  yonr  opinion,  Mr.  Ooxf  How  is  it  in 
Tennessee? 

Mr.  Cox.  I  will  give  yon  my  idea  in  a  word.  It  is  just  this:  You 
have  stated  the  proposition  absolutely  clearly.  You  would  find  the 
leaders  of  the  Popuhstic  party  complaining  of  it,  but  you  would  find 
the  masses  of  the  people  delighted  with  it.  Your  country  and  mine  are 
almost  exactly  alike.  All  we  want  is  that  they  turn  us  loose  and  we 
will  take  care  of  it. 

Mr.  BOYALL.  Certainly. 

Mr.  Hill.  How  would  this  proposition  strike  you?  That  the  banks 
of  the  country  should  take  up  and  maintain  the  redemption  of  the  Gov- 
ernment paper  money  to  the  extent  of  one-half  of  their  capital,  with 
the  privilege  of  issuing  untaxed  circulation  of  their  own  for  the  other 
one-half. 

Mr.  BoTALL.  It  would  be  a  step  in  the  right  direction. 

Mr.  Hill.  As  a  &ir  compromise  of  existing  conditions,  don't  you 
think? 

Mr.  BoYALL.  It  would  be  a  good  step. 

Mr.  Hill.  That  is  substantially  Mr.  Walker's  plan. 

Mr.  BoYALL.  It  is  all  right,,  but  it  won't  help  us.  It  will  give  you 
currency,  but  it  won't  give  us  any. 

Mr.  Hill.  Why  not? 

Mr.  BoYALL.  Our  Bichmond  banks  would  put  out  the  untaxed  cir- 
culation^ but  it  would  be  secured  by  Government  security 

Mr.  Hill.  Oh,  no!  One-half  of  it  will  be  secured,  because  the 
redemption  of  one-half  of  it  will  be  provided  for. 

Mr.  Bo  YALL.  That  would  be  splendid  if  there  are  to  be  no  bonds  put 
up  to  secure  the  notes.    It  is  a  step  in  the  right  direction. 

The  Chairman.  The  point  is,  the  next  sU^p  is  to  get  the  greenback 
out  of  the  way.    It  will  take  twenty  years  to  do  that. 

A  SETTLEMENT   OAN  BE  MADE. 

Mr.  Bo  YALL.  My  opinion  is  that  if  this  committee  will  take  this 
propositinn  boldly  by  the  throat  the  people  are  now  in  a  humor  to 
follow  it.    A  settlement  can  be  made  by  wisdom  and  courage. 

The  Chaibman.  The  suggestion  is  made  that  if  the  South  would  sup- 
port the  bill  there  are  a  great  many  men  who  would  take  chances  on 
the  repeal  of  the  10  per  cent  tax,  provided  they  can  get  the  greenbacks 
out  of  the  way.  The  proposil;ion  is  made  that  certain  Western  States 
would  oppose  it.  Now,  if  we.  can  get  the  bond  securities  out  of  the 
way  and  limit  the  issue  of  legal-tender  notes  that  the  banks  shall 
assume  to  $500,000,000,  and  then  keep  that  pro  rata  and  allow  them 
to  issue  money  freely  in  other  respects,  without  limit — ^is  not  that  the 
only  solution  of  this  difficulty  that  you  can  see! 

Mr.  BoYALL.  Then  you  propose  a  national  bank  of  Bichmond  may 
put  out  as  many  notes  as  it  chooses  and  have  no  security? 

The  Chairman.  None  except  the  assets  of  the  bank.  I  am  putting 
an  extreme  case. 

Mr.  Bo  YALL.  Have  you  got  that  far  ?  You  are  nearly  as  far  as  we 
are.    You  are  moving  in  the  right  direction. 

The  Ohaibman.  I  am  not  saying  it  would  be  without  limit,  but  I 
am  saying  provided  it  was  made  so  the  banks  could  issue  at  their 
discretion. 

Mi»  Bo  YALL.  Ofthand  the  proposition  seems  attractive. 
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Mr.  Johnson.  The  i>eople  of  the  Middle  States  are  wedded  to  the 
idea  of  universal  bank  notes.  It  will  be  exceedingly  difficolt  to  tarn 
them  away  from  it.  If  yon  get  any  relief  from  the  plan  you  propose, 
you  will  get  it  under  nation^  control  that  will  preserve  the  system  of 
uniformity  to  which  you  object,  for  you  say  there  can  not  be  plenty  of 
money  if  it  is  of  uniform  value. 

Mr.  BoYALL.  I  do  not  object  to  the  charters  for  banks  coming  from 
the  National  Government,  although  it  is  wrong  in  principle,  but  I  tkink 
the  system  of  bank  inspection  is  the  greatest  farce  in  the  world. 

Mr.  Johnson.  But  it  might  be  made  very  effective. 

ilr.  Boy  ALL.  I  do  not  beUeve  it  is  possible.  When  you  bring  politics 
in,  you  can  not  get  good  accounting. 

The  Ghaibman.  I  want  to  ask  you  one  question,  which  is  a  crucial 
question :  If  this  committee  could  devise  a  scheme  that  would  imme- 
diately, by  the  working  of  the  selfish  interests  and  selfishness  of  the 
banks,  send  back  into  the  locality  and  through  the  banks  that  issued 
them  the  bank  notes  that  get  away  from  that  bank  immediately,  aren't 
you  as  well  satisfied  that  that  would  keep  them  at  home  as  to  have  a 
discount  on  those  notes  anywhere? 

Mr.  BoYALL.  I  ought  to  be;  but  I  know  when  you  do  that  by  an  act 
of  Congress  you  are  going  to  spoil  the  whole  thing. 

Mr.  Johnson.  You  recognize  the  necessity  of  some  law  to  restrain 
the  issue  of  paper  money  f 

Mr.  BoYALL.  None  but  by  the  State. 

Mr.  Johnson.  A  law  restricting  the  issue  by  State  authorities  is  as 
much  a  law  as  if  enacted  by  the  Federal  authority. 

Mr.  BoYALL.  I  don't  see  much  difference,  but  I  am  opposed  to  any 
State  law.  The  thing  should  be  left-  to  the  manager  of  the  banks, 
though  I  know  Virginia's  legislature  would  provide  very  stringent 
restraints. 

Mr.  FowLBB.  K  there  is  a  limitation  you  would  just  as  leave  have 
it  national  as  State  f 

Mr.  BoYALL.  No,  sir;  for  this  reason.  I  do  not  care  about  your 
inspection  business;  it  cuts  no  figure;  but  it  is  this  provision  that  has 
to  do  with  the  national  credit  of  the  note. 

Mr.  Johnson.  I  asked  you  if  you  would  not  be  willing  to  have 
national  legislation  on  the  subject. 

The  Ghaibman.  He  answered  he  did  not  care  which. 

STATE  bights. 

Mr.  Boy  ALL.  I  see  very  well  that  you  think  because  I  came  from 
the  South  I  have  a  prejudice  against  a  charter  from  Oongress  and  some 
particular  attachment  to  the  State's-rights  idea. 

Mr.  Johnson.  No;  not  because  you  come  from  the  South,  but  from 
what  you  have  said — ^and  very  ably  said. 

Mr.  BoYALL.  I  say  this.  While  I  don't  care  a  straw  for  your  bank 
inspectors,  don't  require  me  to  secure  my  notes ;  let  me  put  out  my  notes 
on  my  assets,  and  don't  require  me  to  secure  them  in  such  a  way  as  that 
they  are  good  in  New  York;  and  I  had  as  soon  take  my  charter  under 
an  act  of  Oongress  as  under  a  State  law. 

Mr.  Johnson.  You  would  not  think  any  less  of  your  notes  because 
they  are  good  in  New  York! 

Mr.  BoYALL.  I  would,  because  that  would  make  them  leave  me. 

Mr.  FowxEB.  If  they  were  good  in  New  York  and  still  they  would 
come  back  to  you,  you  would  prefer  that! 
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Mr.  BoTALL.  I  would  like  to  see  yoa  devise  such  a  scheme.  I  tell 
yoa  the  bankers  in  New  York  will  beat  all  legislation  you  can  pass,  and 
will  get  onr  notes  if  they  are  good  everywhere. 

WHAT  THB  SUTFOIiK  BANK  BEQUIBED. 

The  Ohaibman.  You  will  please  pardon  the  suggestion,  but  I  would  ^ 
be  glad  if  you  would  bring  your  mind  down  to  a  period  of  twenty- five 
years.  In  the  section  of  country  where  I  have  lived,  notes  have  never 
isicculated.  They  have  been  sent  back  at  par  nominally,  but  they  have 
been  sent  back  at  the  expense  of  the  banks  that  issued  them  in  this 
way:  Thx>  Suffolk  bank  required  a  deposit  from  the  bank  whose  notes 
they  were  goiiig  to  redeem  of  a  sum  equal  to  a  given  percentage  oftthe 
notes  they  issued  as  a  constant  permanent  deposit,  in  order  that  they 
might  redeem  the  notes  out  of  that  deposit,  just  as  the  Government 
does  here,  and  when  the  notes  struck  a  bank  that  bank  was  compelled 
by  the  other  banks,  virtually  aside  from  law,  to  send  their  notes  to  the 
Suffolk  bank,  and  the  Suffolk  bank  immediately  notified  the  country 
bank  that  they  had  a  certain  number  of  notes  there  and  they  had  to 
keep  that  deposit  good.  That  note  never  got  a  black  eye,  and  it  went 
back  instantly  to  the  bank  that  issued  it.  Now,  that  is  what  is  proposed 
in  one  of  the  bills  before  us. 

Mr.  Johnson.  In  other  words,  Mr.  Boyall,  under  the  Suffolk  system 
the  paper  was  kept  out  and  was  kept  uniform,  and  it  was  the  selfishness 
of  the  banks  that  led  them  to  keep  it  out.  There  is  an  instance,  sir, 
where  the  money  was  kept  out  and  yet  was  kept  good. 

Mr.  FoWL£B.  Every  bank  was  interested  in  getting  every  other 
bank's  money  sent  home.  > 

NOTES  ISSUED  AOAINST  ASSETS. 

Mr,  BoYALL.  All  I  have  to  say  about  it  is  this,  gentlemen :  If  you 
will  let  us  put  out  as  many  notes  as  we  please  on  our  own  assets  and 
do  not  require  us  to  give  any  security  of  any  sort  for  those  notes,  I 
don't  care  how  many  things  of  that  sort  you  may  put  on — I  don't  care 
how  many  provisions  you  may  put  on  for  driving  the  notes  back.  It  is 
wrong  in  theory',  but  still  we  can  get  along  then. 

The  Ohaibman.  I  want  to  call  your  attention  to  the  fact  that  there 
is  probably  a  State  law  that  permits  banks  to  issue  notes  against  their 
assets  only  to  the  extent  of  the  capital  of  the  bank.  I  think  there  is 
a  limit  in  every  State.  You  have  stated  that  in  your  own  State  there 
is  a  limit  to  the  issae  of  notes — that  not  over  $5  can  be  issued  for  each 
$1  of  specie  held  by  the  bank,  but  that  the  banks  have  sometimes 
exceeded  that  limit.  In  view  of  this  uniform  practice  of  all  the  States, 
I  do  not  believe  that  this  committee  woAld  ever  pass  a  bill  that  would 
not  fix  some  limit.  Now,  what  I  want  to  ask  you  is  this:  Supposing 
the  States  were  allowed  to  have  an  average  circulation  not  exceeding 
a  certain  percentage  of  greenbacks  or  coin  (and  they  might  issue  at 
times  considerably  in  excess  if  they  reduced  it  at  other  times,  so  that 
the  average  should  be  a  certain  amount),  is  not  that  determination  ^ 
by  all  the  States  to  make  a  limit  as  far  as  this  committee  would  be 
justified  in  going  in  expecting  to  get  it  through  Congress  ? 

Mr.  EoTALL.  You  are  your  own  judges  as  to  what  you  may  be  able 
to  get  through  Congress.  I  know  how  it  is  in  my  State,  and  Mr.  Gox 
tells  me  how  it  is  in  his  State — that  the  people  are  craving  the  liberty 
to  put  out  notes  on  their  own  credit. 

The  Ohaibman.  The  point  is  that  the  earnings  of  those  notes  when 
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they  are  ont  are  so  much  that  ordinarily  they  will  pay  a  heavy  divi- 
dendy  satisfactory  to  the  stockholders,  if  they  didn't  make  any  more 
any  other  way.    That  is  why  your  people  want  it  pnt  out. 

Mr.  McGleaby.  In  the  summing  up  of  this  whole  matter  it  seems 
to  me  that  our  friend  who  has  honored  us  with  his  presence  here 
desires  as  the  end  that  he  shall  have  money  that  will  stay  in  the 
locality  where  it  is  issued,  and  I  understand  him  not  to  be  very  par- 
ticular as  to  the  means,  provided  it  is  effective* 

Mr,  EoTALL.  That  is  it. 

Mr.  Johnson.  But  he  doubts  the  wisdom  of  any  measure  except 

Mr.  BoYAiiL.  I  deny  the  right  of  the  Govei'ument,  when  we  come  to 
weigh  the  matter  on  the  basis  of  the  Constitution,  to  have  anything  to 
do  with  it.    That  is  theoretical,  though. 

Mr.  ALDBIOH.  I  wanted  to  make  a  little  statement,  as  Southern 
States  were  referred  to.  In  regard  to  Alabama,  I  know  the  wants  of 
the  people  there.  They  are  similar  to  what  Mr.  BoyaU  says  as  to 
farmers  wauling  more  money,  and  the  great  objection  to  national 
banks  has  been,  and  is,  that  the  security  they  have  to  offer  is  not 
aoeeptable  to  the  national  banks  under  the  law. 

Mr.  Johnson.  What  security! 

Mr.  AL.DBIOH.  Beal  estate  and  so  on,  and  mortgages  on  their  cotton. 

Mr.  EowLEB.  Do  you  mean  on  their  bales! 

Mr.  AXiDRiOH.  No,  I  mean  on  their  crops. 

WEDDED  TO  FBEE  SILVEB. 

In  addition  to  that,  they  have  been  educated  to  the  idea  of  the  free 
coinage  of  silver,  that  that  will  give  them  more  money — this  addi- 
tional money  that  will  stay  with  them — and  they  are  wedded  to  that 
id^  or  to  Government  money,  in  my  opinion.  If  you  adopt  a  plan 
retiring  the  greenbacks  and  Treasury  notes,  the  result  will  be  an 
extra  demand  for  the  free  coinage  of.  silver,  which  most  of  you  desire 
to  avoid. 

Mr.  Cox.  As  all  this  record  is  being  taken  down,  I  want  to  call  your 
attention  to  the  banks  reported  << failed  banks"  in  the  list  which  has 
been  referred  to,  in  the  State  of  Virginia.  This  is  a  list  prepared  by 
the  Comptroller,  from  the  1st  of  July,  1811,  to  the  1st  oi  July,  1830. 
This  is  not  a  list  of  banks  that  failed.  This  is  a  list  of  banks  that 
discontinued  business  and  failed,  and  there  is  nothing  here  that  shows 
which  failed. 

Referring  to  my  own  State,  allow  me  to  say— for  I  want  this  record 
right — that  there  are  reported  on  this  list  failures  amounting  to  some- 
thing over  $2,000,000,  and  among  them  he  has  reported  the  old  State 
Bank  of  Tennessee  and  its  branches,  when  every  dollar  of  that  bank 
was  redeemed  and  paid. 

The  committee  adjourned  at  1  p.  m« 

Committee  on  Banking  aio)  Cttbbenct, 

Washington^  D.  0.,  Saturday^  January  16j  1897, 

The  committee  met  at  10.30  a.  m.    Members  present :  The  chairman 

iMr.  Walker)  and  Messrs.  Brosius,  Johnson,  Fowler,  Spalding,  Calder^ 
lead,  Cox,  Stallings,  and  Black. 

The  Chaibman.  Mr.  Lancaster,  who  wiU  address  you,  is  a  banker 
and  broker  of  Eichmond,  Ya.,  and  was  in  the  banking  Dusiness  nine 
years  before  the  war. 
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STATEHEHT  OF  MB.  E.  A.  LAHCASTEB,  OF  BICHMOHS,  VA. 

Mr.  CHATKIVrAN  AND  GENTLEMEN  OF  THE  OOMMITTEB :  To  a  busi- 
ness man  no  sabject  seems  at  this  time  of  such  vital  importance  as  the 
financial  and  banking  situation  of  the  country.  The  people  of  every 
section  of  the  country  have  suffered  because  of  the  connection  between  v 
the  banking  system  and  the  United  States  Treasury,  and  with  one 
accord  business  men  are  calling  for  their  separation. 

The  evils  growing  out  of  the  connection  are  so  well  understood  by  you 
that  it  is  needless  to  dwell  upon  them.  It  is  generally  conceded  by  bus- 
iness men  that  the  Government  should  no  longer  remain  in  the  banking 
business,  bat  should  retire  therefrom  by  redeeming  its  demand  notes. 
But  as  it  seems  not  to  be  possible  to  obtain  authority  to  sell  bonds  for 
that  purpose,  the  national-bank  act  must  be  so  amended  as  to  require 
the  banks  to  come  to  the  relief  of  the  Government  in  time  of  peace  as 
they  did  in  time  of  war.  The  bill  (H.  B.  171)  which  you  are  now 
considering  provides  for  that.  I  am  here  to  beg  your  attention  to  the 
urgent  necessity  for  other  amendments  to  the  national-bank  act,  which, 
as  you  well  know,  became  a  law  during  the  war  between  the  States. 

STATE-BANK  TAX  AN  INCALCULABLE  INJUBY. 

Of  incalculable  injury  to  one  section  at  least,  the  South,  has  been  the 
prohibitory  10  per  cent  tax  on  State-bank  currency,  imposed  under  the 
act  as  a  war  measure.  The  tax  answered  its  purpose  well  in  forcing 
the  banks,  throughout  all  the  country  then  under  the  United  States 
flag,  to  adopt  the  national-bank  sy tem  in  lieu  of  the  State-bank  system,  > 
under  which  the  country  had  prospered.  This  change  was  made  in  the 
<^  twiukUng  of  an  eye,"  so  to  speak,  without  dueconsideration  as  to  how 
it  would  work  in  other  respects  than  in  furnishing  for  the  time  being  a 
market  for  United  States  bonds,  in  order  to  lessen  the  issue  of  the 
United  States  currency. 

THE  NATIONAL-BANK  ACT. 

At  the  close  of  the  war  the  national-bank  act  should  have  been  revised 
and  amended.  But  banking  under  it  was  profitable  at  the  North,  where 
the  money  power  resided,  and  the  inevitable  evils  to  result  in  time  were 
not  foreseen.  As  to  the  South,  the  people  there-  had  fought  to  the  fin- 
ish— to  exhaustion.  They  surrendered  and  went  to  farming,  manufac- 
turing, and  merchandising,  with  such  implements,  tools,  merchandise, 
and  currency  as  they  could  get.  They  were  in  no  condition  to  give 
much  thought  to  the  national-bank  act  or  to  foresee  how  the  10  per 
cent  tax  on  the  State-bank  notes  would  deprive  the  South  of  an  abun- 
dance of  banking  capital,  so  necessary  to  general  prosperity. 

BANKINO  NOBTH  AND  SOUTH  AFTEB  THE  WAB. 

Banking  under  the  national-bank  act  was  so  profitable  at  the  K^orth  ^ 
that  Northern  capital  eagerly  embraced  the  opportunity  at  the  close  of 
the  war  to  establish  banks  in  some  of  the  cities  of  the  South,  where  any 
banking  system  was  gladly  welcomed,  since  the  banks  throughout  the 
South  had  passed  away  with  the  extinct  Gonfederate  government. 
Capital  from  the  North,  however,  did  not  flow  to  the  South  so  abun- 
dantly as  to  establish  banks  wherever  needed,  because  it  was  soon  known 
that  banking  was  far  less  profitable  there  than  at  the  North^  where 


FINANCIAL  AND  BANKING  SITUATION.  215 

deposits  often  aggregated  ten  to  twenty  times  the  capital  of  the  bank, 
while  at  the  South  a  bank's  deposits  rarely  amounted  to  double  its 
capital;  and  in  a  few  years  the  advance  in  the  premium  offered  for 
XTnited  States  bonds  caused  many  of  the  banks  to  sell  their  bonds  and 
retire  their  currency,  thus  lessening  their  ability  to  accommodate  the 
people. 

The  establishment  of  the  national  banks  in  the  South  was  checked, 
too,  by  the  risk  to  the  stockholder  in  being  held  liable  for  double  the 
amount  of  his  stock.  There  was  no  such  profit  in  banking  at  the  South 
as  at  the  North  to  justify  any  such  risk.  Nor  has  there  been  such  profit 
in  banking  under  the  national-bank  act  as  to  multiply  banks  and  afford 
the  accommodation  so  badly  needed  in  small  towns  and  agricultural 
districts.  The  result  is  such  a  lack  of  currency  in  farming  districts 
throughout  the  South  that  trade  between  the  farmers  and  storekeepers 
is  done  by  barter,  much  to  the  disadyantage  of  the  farmer,  who  lives  in 
a  state  of  poverty  unknown  during  the  days  of  slavery,  when,  under 
the  old  State  bank  system,  with  its  mother  bank  and  branch  bank,  the 
farmer  was  accommodated  with  advances  against  his  maturing  crop, 
and  his  lands  under  cultivation  were  well  drained,  and  the  country  was 
far  more  healthful  than  now,  when  much  of  the  land  is  neglected,  and, 
from  want  of  drainage,  has  become  malarious. 

FABMEBS  AT  A  DISADVANTAGE. 

When  the  city  of  Eichmond  had  a  population  of  not  over  40,000  the 
banking  capital  there  amounted  to  $10,000,000,  while  now,  with  a  popu- 
lation of  about  100,000,  the  aggregate  capital  of  the  banks  does  not 
reach  $6,000,000.  Consequentiy  the  merchants  and  manufacturers  can 
not  depend  on  obtaining  the  accommodation  they  may  want;  and  the 
farmers  throughout  the  State,  however  sober,  industrious,  and  clear  of 
debt  they  may  be,  can  not  expect  the  smallest  accommodation  from  the 
banks,  but  are  subject  to  the  charges  of  their  conunission  merchants 
for  any  advance  of  money  on  their  maturing  crop. 

Not  only  has  the  farmer  been  thus  discouraged  and  agriculture 
blighted  by  the  scarcity  of  money,  but  the  merchants  and  manufac- 
turers even  in  the  cities  must  restrict  their  business  because  of  the 
uncertainty  of  being  accommodated  by  the  banks  that  have  but  limited 
resources,  and  are  subject  to  sudden  contraction  because  of  disturbing 
conditions  growing  out  of  imperfections  in  the  national-bank  system. 

PEOPLE  IN  BUBAL  DISTBIOTS  DISCOUBAGED. 

The  hard  times  resulting  from  the  scarcity  of  money  have  so  dis- 
couraged the  people  in  the  rural  districts  and  many  in  the  cities  that 
they  have  been  anxious  for  many  years  for  any  change,  and  the  recent 
frightfttUy  large  vote  in  favor  of  the  free  coinage  of  silver  shows  that 
they  are  careless  as  to  what  the  change  in  their  condition  may  bring. 
They  believe  that  nothing  could  be  worse  than  their  present  condition. 

It  has  been  ascertained  that  the  currency  in  all  the  States  that  gave 
a  majority  in  the  recent  election  for  Mr.  Bryan  aggregates  $5,000,000 
less  than  the  amount  of  currency  in  the  single  State  of  Massachusetts; 
that  is  to  say,  the  2,000,000  of  people  in  the  State  of  Massachusetts 
have  $5,000,000  more  of  currency  than  the  22,000,000  of  people  in  the 
Bryan  States.  That  tells  the  tale.  Not  that  the  people  in  all  those 
States  wanted  free  coinage  of  silver.  Those  in  the  Southern  States  had 
no  interest  in  silver  mines.  They  wanted  more  banking  capital  to  give 
them  more  currency,  and  they  thought  it  possible  that  the  free  coinage 
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of  silver  would  in  some  way — they  could  not  explain  tlie  modas 
operandi — give  the  relief  they  had  been  so  long  wating  for. 

STATS  BANKINa  SYSTBM  NEBDBD. 

Something,  then,  mnst  be  done  speedily  to  fiirnish  a  better  snpply  of 
banking  capital  to  the  Sonth.  or  else  the  large  vote  given  in  Kovember  j 

last  in  the  cities  of  the  South  for  sound  money  will  be  given  in  1900  v 

even  for  free  coinage  of  silver  in  order  to  force  a  change  from  the 
present  banking  system.  I  do  not  believe  that  we  could  in  our  vast 
country  safely  obliterate  State  lines  and  do  without  our  State  gov- 
ernors, legislatures,  and  courts,  nor  do  I  think  that  a  State  can  well  do 
without  its  own  banking  system.  Every  nation  in  the  world  has  its 
own  banking  system,  while  the  territory  of  many  of  them  is  smaller 
than  that  of  one  of  our  States.  It  should  not  be  a  matter  of  surprise, 
then,  that  a  uniform  banking  system,  intended  to  answer  the  varying 
conditions  over  all  the  vast  territory  of  our  Union,  should  have  proved 
a  failure. 

One  of  the  provisions  of  a  banking  act  may  work  well  where  there  is 
a  great  accumulation  of  wealth,  whUe  in  communities  less  favored  by 
fortune  it  would  prove  disastrous.  I  have  hereinbefore  mentioned  the 
provision  in  the  national-bank  act  making  the  stockholder  liable  for 
double  the  amount  of  his  stock.  That  may  be  reasohable  when  the 
bank  is  located  in  a  wealthy  community,  yielding  to  the  bank  large 
profits  from  enormous  deposits,  but  in  thinly  popSated  sections,  with 
but  little  wealth,  the  capitalists  who  will  invest  money  to  establish  a 
bank  are  public  benefactors,  not  only  lending  their  money  where  wanted, 
but  establishing  a  place  of  safety  where  the  smaU  savings  of  the  com-  > 

munity  may  be  deposited  to  swell  the  available  capital  for  the  use  of 
those  whose  business  requires  them  to  borrow  money.  Should  such 
capitalists  be  deterred  from  thus  doing  good  by  being  required  to  take 
a  double  risk? 

There  are  but  few  very  rich  men  in  the  South.  We  have  one  in  Eich- 
mond  whose  income  would  enable  him  to  organize  several  national 
banks  each  year,  and  yet,  as  he  told  me  a  few  days  ago,  he  had  never 
invested  a  dollar  in  a  national  bank,  because  of  the  double  risk. 

SOUTHERN  STATBS  NEED  MORE  BANKING  CAPITAL. 

The  Southern  States  can  never  have  a  full  measure  of  prosperity 
until  they  have  more  banking  capital  to  furnish  currency  to  the  agricul- 
tural districts,  even  if  only  a  local  currency.  The  old  State-bank  cur- 
rency was  confined  to  the  State  in  which  it  was  issued;  that  is  to  say, 
the  banks  in  another  State  did  not  receive  it  on  deposit,  and  there  was 
an  advantage  in  that.  A  bank  note  that  will  pass  unquestioned  in  any 
section  of  our  vast  country  is  a  great  convenience  to  those  who  travel 
from  State  to  State,  but  the  fact  that  it  is  so  received  everywhere  by 
individuals  and  banks  becomes  an  objectional  feature  when  at  slight 
expense  the  notes  are  shipped  to  points  where  some  extraordinary 
demand  attracts  them,  leaving  communities  from  which  they  are  taken  ^ 

to  sufier  seriously  from  a  scarcity  of  currency. 

PHEJUDIOE  AGAINST  STATE-BANK  CUBBBNCT. 

Experience  under  the  old  State-bank  system  leads  me  to  think  that 
a  return  to  that  system  would  be  better  for  the  whole  country  than  to 
retain  the  present  national-bank  system.    But  it  is  useless  to  strive  for 
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that  which  it  is  not  possible  to  obtain.  There  is  a  prejudice  against 
State-bank  currency  becaase  of  tthe  groundless  fear  of  ^'wild-cat" 
banks,  and  if  we  ever  haye  banks  of  issue  again  under  State  rather 
than  national  law  it  must  be  after  farther  trial  of  a  national-bank 
system.    We  can  only  hope  now  for  changes  in  the  present  system. 

OUBBENT  REDEMPTION. 

I  have  read  with  great  interest  the  bill  H.  B.  171,  and  I  think  the 
provisions  for  relieving  the  United  States  Treasury  from  the  ^'  curreut 
redemption  "  of  outstanding  demand  notes  will  accomplish  its  purpose.« 
The  amendment  proposed,  naming  conditions  upon  which  State  banks 
may  be  exempt  from  the  10  per  cent  tax,  would,  I  think,  prove  accept- 
able to  State  banks  and  so  increase  their  profit  as  to  multiply  them  in 
the  South  and  meet  to  a  very  considerable  extent  the  demand  for 
banking  capital. 

THE  REMEDY  SUGOESTED. 

In  conclusion  I  would  call  the  attention  of  the  committee  to  the 
following  suggestions : 

1.  Release  the  holders  of  national-bank  stock  fi-om  liability  beyond 
the  loss  of  their  stock.  The  stockholder  can  only  participate  in  the 
election  of  officers  to  manage  the  bank.  He  is  powerless  thereafter, 
and  should  not  be  held  to  so  severe  an  account  as  the  law  now  exacts. 
The  capitalist  hesitates  to  take  such  a  risk,  and  only  takes  it  when  the 
bank's  profit  is,  or  promises  to  be,  very  large,  and  that  occurs  only  in 
densely  populated  communities,  or  where  the  people  are  taxed  by  a 
very  high  rate  of  interest,  as  is  the  case  now  in  the  South.  If  that  lia- 
bility could  be  removed,  one  of  the  impediments  to  the  establishment 
of  banks  in  the  South  by  Northern  capitalists  would  be  out  of  the  way. 

2.  Exempt  bank  stock  in  the  hands  of  individuals  from  State  taxes. 
The  tax  on  national-bank  stock  is  now  pretty  generally  paid  by  the 
banks,  to  relieve  the  individual  stockholders,  but  the  dividend  to  the 
individual  holder  is  lessened  to  that  extent.  Everything  that  can  be 
done  to  make  banking  profitable  should  be  done  in  order  to  promote  the 
establishment  of  banks  wherever  needed. 

3.  Prohibit  the  payment  of  interest  by  a  national  bank  in  any  State  on 
money  deposited  for  account  of  a  bank  in.another  State.  The  New  York 
banks  allow  interest  on  deposits  by  country  banks,  though  the  money 
is  subject  to  check  without  notice.  This  the  New  York  banks  can  do, 
because  of  the  custom  of  loaning  money  on  call  in  New  York.  This 
payment  of  interest  to  country  banks  should  not  be  allowed ;  for  it 
diverts  money  from  home  channels  to  swell  the  funds  available  in  New 
York  for  speculation  in  Wall  street. 

PLEA  FOB  FEWEB  BESTBI0T10N8. 

In  considering  the  provisions  of  a  new  banking  act,  or  amendments 
to  the  present  act,  I  would  urge  the  committee  to  bear  in  mind  the 
importance  of  placing  as  few  restrictions  as  possible  upon  the  invest- 
ment of  capital  in  banking.  The  greater  inducement  offered  in  the 
way  of  currency  issue  and  the  exemption  from  taxation,  the  lower  the 
rate  of  interest  can  be  made  and  the  greater  prosperity  assured  to 
the  people. 

The  most  striking  proof  of  the  want  of  banking  capital  in  the  South 
since  the  war  is  found  in  the  rate  of  interest,  say  from  7  to  12  per  cent, 
prevailing  now,  and  that  has  continuously  prevailed  since  the  close  of 
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the  war.  A  redaction  in  the  rate  of  interest  would  be  a  great  boon 
to  the  agricoltnral  South;  for,  after  aU,  money  is  the  greatest  fertilizer. 

Mr.  Cox.  Eegarding  your  third  suggestion,  I  would  like  to  call  your 
attention  to  the  fact  that  one  of  the  circuit  courts  has  denied  the  legality 
of  a  bank  to  allow  interest  on  the  deposits  of  another. 

Mr.  Lancaster.  My  point  is  that  a  bank  in  one  State  should  not  be 
allowed  to  take  interest  from  a  bank  in  another  State. 

Mr.  FowLEB.  Is  not  your  discrimination  in  regard,  to  country  banks 
an  illogical  one,  when  you  consider  the  close  proximity  of  the  States 
to  each  other?  Take  my  own  State  of  New  Jersey,  for  example;  all  of 
eur  business  is  done  in  New  York  City. 

Mr.  Lancaster.  Well,  I  am  supposing  that  the  national  banks  in 
your  State  would  answer  the  purposes  of  all  your  people,  and  that 

Mr.  Fowler  (interrupting).  But  don't  you  see  it  is  entirely  incon- 
sistent with  natural  conditions  and  natural  law? 

Mr.  Lancaster.  I  think  it  is  just  the  other  way. 

Mr.  FowLEB.  I  do  not  see  it. 

BANSINO  SHOULD  BE  MADE  PROFITABLE. 

Mr.  Lancaster.  Mr.  Chairman,  I  insist  that  everything  should  be 
done  to  make  banking  profitable  in  the  South,  so  that  capitalists  would 
make  haste  and  send  their  money  South  to  be  invested.  I  believe  we 
can  get  along  with  the  bill  if  the  amendment  is  adopted  which 

The  Chairman.  What  you  mean  is  the  amendment  at  the  foot  of  the 
bill  in  regard  to  State  banks! 

Mr.  Lancaster.  Yes,  sir. 

Mr.  Cox.  That  was  the  amendment  to  the  Carlisle  bill? 

Mr.  Lancaster.  Yes;  so  that  the  bank  may  issue  its  own  notes,  and 
when  issued  that  they  may  be  as  good  as  gold. 

Mr.  Cox.  You  made  a  statement  there  as  to  the  amount  of  money  in 
circulation  in  proportion  to  the  votes  cast  in  the  last  election.  Now, 
what  I  want  to  draw  your  mind  to  is  this:  Is  that  based  upon  the  cir- 
culation of  the  national  banks? 

Mr.  Lancaster.  Yes,  sir;  there  is  no  other  circulation. 

Mr.  Cox.  You  stated  another  fact  about  the  population  of  Bichmond 
and  the  banking  capital  there.  The  population  you  say  is  100,000, 
while  the  banking  capital  does  not  reach  $6,000,000.  Now,  how  do  you 
get  your  calculation  made  up  about  the  circulation? 

Mr.  Lancaster.  As  to  the  Bryan  States,  I  spoke  of  circulation 
reported  from  the  Comptroller's  office.  I  referred  to  banking  capital 
in  Bichmond.  We  have  more  State  banks  than  national  banks  in 
Bichmond. 

Mr.  Johnson.  Is  it  your  idea  that  in  order  to  enable  money  to  circu- 
late in  your  State  it  is  indispensable  that  it  should  be  at  a  discount  in 
the  other  States? 

Mr.  Lancaster.  No,  sir;  State-bank  money  should  be  as  good  as 
any  money;  but  being  unknown  in  other  States  would  not  be  received 
by  banks  there,  just  as  United  States  money  is  not  received  in  foreign 
countries. 

REASONABLE  RATES  OF  INTEREST. 

Mr.  Johnson.  Do  you  think  a  system  can  be  devised  for  reasonable 
rates  of  Interest? 

Mr.  Lancaster.  Yes ;  if  banking  be  made  profitable,  by  exemption 
from  taxation,  and  by  authority  to  issue  currency  to  the  amount  of  the 
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capital  and  surplus  of  the  bank.  I  do  not  believe  that  banking  upon 
bonds  is  legitimate  at  all.  During  the  war,  you  all  remember,  United 
States  bonds  went  down  frightfuUy,  and  notes  secured  thereby  were 
tskrfrom  being  as  good  as  gold. 

Mr.  Johnson.  Mr.  Boyall,  you  remember,  took  the  ground  it  was 
impossible  to  keep  the  money  in  circulation  at  home  unless  it  was  at  a 
discount  elsewhere. 

Mr.  Lanoa^eb.  Yes,  sir;  I  know  that  Mr.  Eoyall  was  so  under- 
stood, but  I  am  sure  he  did  not  mean  to  advocate  the  issue  of  currency 
that  would  not  be  found  to  be  as  good  as  any  other  currency  in  the 
United  States. 


STATEHEHT  OF  MB.  R.  B.  FERRIS,  VIGE-PRESIDEHT  OF  THE  BAHK 

OF  HEW  YORK,  HEW  YORK  CITY. 

Mr.  Lancaster  having  concluded  his  remarks,  the  chairman  intro- 
duced Mr.  E.  B.  Ferris,  vice-president  of  the  Bank  of  Kew  York,  New 
York  City,  who  appeared  before  the  committee  in  advocacy  of  House 
bill  2699. 

[H.  R.  2099,  Fifty-fcmrth  Congreaa,  first  aeeaion.} 
A  BILL  to  aeonre  a  nnlfonu  bank-note  oircnlation  and  to  provide  for  the  redemption  thereof. 

Be  it  enacted  hy  the  Senate  and  Houee  of  Bepresentativee  of  the  United  States  of  America 
in  Congreaa  aesemhledf  That  the  Comptroller  of  the  Carrency  shall  prepare  and  issue, 
as  applied  for  under  section  three  of  this  act,  bank-note  circulation  of  the  denomi- 
nations of  ten  dollars  and  multiples  thereof,  of  the- same  eeneral  design  and  appear- 
ance as  the  present  national-bauK  notes,  to  the  amount  of  five  hundred  millions  of 
dollars,  exclusiye  of  the  amount  of  national  currency  now  issued  to  national  banks. 

Sbc.  2.  That  the  Comptroller  of  the  Currency  shall  allot  the  issue  of  bank-note 
circulation  among  the  several  States  and  Territories  in  proportion  to  their  popula- 
tion and  business  requirements  and  present  banking  facilities. 

Sec.  3.  That  the  bank-note  circulation  thus  provided  for  shall  be  issued  to  banks 
organized  under  the  national-bank  act  or  under  the  laws  of  the  several  States  who 
shall  consent  to  the  provisions  and  restrictions  established  in  this  act,  to  the  extent 
of  fifty  per  centum  of  their  paid-up,  unimpaired  capital,  upon  their  depositing  with 
the  Comptroller  of  the  Currency  United  States  bonds  or  legal- tender  United  States 
notes  to  the  par  value  of  the  circulating  notes  applied  for. 

Banks  having^  taken  circulating  notes  to  the  amount  of  fifty  per  centum  of  their 
paid-up  and  unimpaired  capital,  on  a  deposit  of  United  States  bonds  or  legal-tender 
notes  afr  provided  above,  may  apply  for  and  receive,  if  the  limit  of  issue  provided  in 
section  one  has  not  been  reached,  an  additional  amount  of  circulating  notes  to  the 
extent  of  twenty- five  per  centum  of  their  paid-up  and  unimpaired  capital :  Provided^ 
That  the  law  under  which  the^  are  organized,  or  their  articles  of  association,  make 
their  circulating  notes  a  first  lien  upon  the  total  assets  of  the  banks,  and  their  stock- 
holders liable  for  an  amount  equal  to  their  holding  of  capital  stock. 

Sec.  4.  That  national  banks  having  deposited  United  States  bonds  with  the  Comp- 
troller of  the  Currency  as  security  for  circulating  notes,  as  provided  in  section  fifty- 
one  hundred  and  seventy-one.  Revised  Statutes,  national-bank  act,  shall  have  issued 
to  them  national  currency  to  the  par  value  of  the  bonds  deposited,  and  section  fifty- 
one  hundred  and  seventy-one,  Revised  Statutes,  of  the  national-uank  act,  so  far  as 
it  conflicts  with  this  pr6vision,  is  hereby  repealed :  Provided,  That  every  national 
bank  having  received  national  currency  in  excess  of  fifty  per  centum  of  its  capital 
shall  be  required  to  deposit  with  the  Treasurer  of  the  United  States,  within  thirty 
days  of  the  signing  of  this  act,  notes  to  retire  its  circulating  notes  in  excess  of  fifty 
per  centum  oi^its  capital. 

Sec.  5.  That  every  bank  issuing  circulating  notes  under  the  provisions  of  this  act 
shall  pay  annually  to  the  Treasurer  of  the  United  States  one-half  of  one  per  centum 
on  the  average  amount  of  its  outstanding  circulation  (to  pay  for  cost  oi  issue,  and 
so  forth),  and  shall  be  subject  to  no  other  tax.  Section  fifty-two  hundred  and  four- 
teen, Revised  Statutes,  national*  bank  act,  is  hereby  repealed. 

Sec.  6.  That  it  shall  be  the  duty  of  the  Comptroller  of  the  Currency  to  convert 
the  United  States  notes  (act  of  March  third,  eighteen  hundred  and  sixty-three) 
which  may  be  deposited  to  secure  circulation  into  convertible  United  States  bonds 
bearing  interest  at  the  rate  of  two  per  centum  per  annum,  payable  semiannually, 
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redeemable  at  the  pleasnre  of  the  United  States,  in  leeal  tender.  These  .bondB, 
which  the  Secretary  of  the  Treasury  is  hereby  authorized  to  issue,  shall  be  known 
as  banking  bonds,  and  may  be  reconverted  into  legal-tender  notes  by  the  Comptroller 
of  the  Currency  whenever  a  bank  for  whose  account  such  bonds  are  held  may  pre- 
sent its  circulating  notes^  in  sums  of  five  thousand  dollars  or  more,  to  be  retired,  or 
whenever  it  may  be  required  to  reconvert  said  bonds  to  redeem  the  circulating  notes 
of  failed  banks.    All  lM>nds  thus  reconverted  shall  be  canceled  and  destroyed. 

Skc.  7.  That  to  provide  for  the  redemption  of  notes  issued  under  the  provisions  of  . 

this  act  and  of  the  national-bank  act  tne  Secretary  of  the  Treasury  shall  create  as  ^ 

many  redemption  districts  as  he  may  deem  necessary,  and  shall  designate  a  central  ^ 

city  in  each  district,  and  each  bank  embraced  in  any  redemption  district  shall  select 
a  bank  in  the  central  city  of  such  district  which  shall  act  as  its  redemption  affent, 
subject  to  the  approval  of  the  Comptroller  of  the  Currency,  and  shall  keep  witn  its 
redemption  a^ent  a  deposit  equal  to  five  per  centum  of  its  outstanding  circulation. 
But  this  section  shall  not  relieve  any  association  from  its  liability  to  redeem  its 
circulating  notes  at  its  own  counter  at  par  in  lawful  money  on  demand.  In  case  of 
the  failure  of  any  bank,  the  redemption  agent  of  such  bank  shall  turn  over  to  the 
Treasurer  of  the  United  States  the  balance  of  redemption  fiind  belonging  to  such 
bank,  and  the  Treasurer  of  the  United  States  shall  proceed  to  redeem  the  notes  of 
such  failed  banks  out  of  said  redemption  fund  and  any  deposit  of  legal  tenders  or 
United  States  bonds  in  the  custody  of  the  Comptroller  of  the  Currency.  Should 
the  fund  thus  available  held  by  the  Treasurer  of  the  United  States  be  insufficient  to 
redeem  the  circulating  notes  of  failed  banks,  the  Treasurer  shall  have  recourse  to 
the  assets  of  said  bank  or  banks,  and  shall  declare  the  unredeemed  circulating  notes 
entitled  to  interest  at  two  per  centum  until  redeemed. 

Sec.  8.  That  banks  acting  as  redemption  agents  shall  keep  on  hand  a  cash  reserve 
equal  to  twenty-five  per  centum  of  their  liabilities.  Banks  not  acting  as  redemption 
agents  shall  keep  on  hand  a  cash  reserveequal  to  fifteen  per  centum  of  their  liabilities: 
Provided,  That  the  Secretary  of  the  Treasury,  by  and  with  the  consent  of  the  Presi- 
dent of  the  United  States,  may  suspend  the  provisions  of  this  section  for  a  period  of 
thirty  days  in  case  of  financial  distress.  All  banks  issuing  circulating  notes  under 
the  provisions  of  this  act  shall  make  reports  to  the  Comptroller  of  the  Currency  as 
provided  in  sections  fifty-two  hundred  and  eleven,  fifty-two  hundred  and  twelve,  and 
fifty-two  hundred  and  thirteen.  Revised  Statutes,  of  the  national-bank  act,  and  shall 
be  subject  to  examination  as  provided  in  section  fifty-two  hundred  and  forty,  Hevised  ^ 

Statutes,  of  said  act. 

Sec.  9.  That  banks  having  a  capital  often  millions  of  dollars,  either  by  increasing 
their  present  capital,  or  organized  with  a  new  capital  of  said  amount,  or  by  consoli- 
dation, may  establish  branches  in  the  city  or  town  in  which  thev  are  located  or  in 
any  place  within  the  redemption  district  in  which  located,  and  the  provisions  of 
section  eight  of  this  act  shall  apply  to  the  branch  or  branches  as  well  as  to  the  parent 
bank. 

Sec.  10.  That  all  circulating  notes  issued  under  provisions  of  this  act  shall  bear 
the  engraved  or  written  signatures  of  the  Treasurer  and  the  Register  of  the  Treasury 
of  the  United  States  and  shall  be  signed  by  the  president  or  vice-president  and 
cashier  of  the  issuing  bank,  and  sections  fifty-one  hundred  and  seventy-three  and 
fifty- one  hundred  and  seventy-four.  Revised  Statutes,  of  the  national-bank  act  shall 
be  taken  as  part  of  this  act.  Nothing  in  section  one  of  this  act  shall  be  construed 
to  prevent  the  Comptroller  of  the  Currency  from  issuing  new  circulating  notes  to 
banks  in  place  of  notes  which  are  mutilated  and  unfit  for  use  which  may  be  returned 
to  him  duly  canceled,  and  such  mutilated  notes  shall  be  destroyed  by  maceration. 

Sec.  11.  That  as  redemption  agents  are  appointed  by  existing  national  banks,  the 
Treasurer  of  the  United  States  shall  give  public  notice  of  such  redemption  agent, 
and  shall  cease  redeeming  notes  of  such  banks  except  when  deposits  have  been  made 
with  him  for  the  retiring  of  such  notes.  All  banks  issuing  circulation  under  this 
act  shall  receive  on  deposit,  and  may  pay  out  at  par,  the  circulating  notes  of  any 
other  banks.  • 

Mr.  Ferris  addressed  the  committee  as  follows: 

Mr.  Chairman  and  Gentlemen  of  the  Committee:  The  bill 
which  I  wish  to  advocate  before  you  is  a  banking  bill,  not  intricate  in  its 
measures  as  have  been  many  of  the  currency  bills  presented  for  your  con-  ^ 

sideration.    It  is  simple,  direct,  and  believed  to  be  entirely  practicable. 

It  does  not  seek  to  do  away  with  the  national-bank  act,  which  is  one 
of  the  best  acts  ever  written.  This  bill  will  enlarge  its  scope.  The 
national-bank  act  was  to  a  certain  extent  a  war  measure.  It  provided 
for  the  taking  by  the  banks  of  the  United  States  of  bonds  issued  to  cany 
on  the  war,  and  the  banks  also  contributed  largely,  through  taxes  laid 
upon  them,  the  sinews  of  war.    Therefore  we  do  not  desire  to  demoUsh 


FINANCIAL  AND   BANKING  SITUATION.  221 

it  but  to  build  upoa  it,  and  if  we  knock  off  a  few  of  the  boards  it  is  only 
to  construct  an  addition. 

BIGHT   OP  BANKS  TO  ISSUE  CIECULATION. 

It  is  well  known  to  you  that  by  a  heavy  tax  laid  upon  the  circulation 
^  of  State  banks,  banks  not  coming  under  the  provisions  of  the  national- 
bank  act  were  virtually  prohibited  from  issuing  circulation.  We  do 
not  claim  that  it  is  the  inherent  right  of  banks  to  issue  circulation,  but 
it  has  by  long  years  of  custom  ^come  one  of  the  prerogatives  of  a 
^  bank. 

Sections  1  and  2  of  the  bill  (H.  K.  2699)  authorize  the  Comptroller  of 
the  Ourrency  to  prepare  a  definite  and  limited  amount  of  bank-note 
circulation,  and  aUot  a  proper  proportion  of  the  same  among  the  several 
States  and  Territories. 

Mr.  Cox.  I  do  not  wish  to  interrupt  the  gentleman,  but  let  me  call 
your  attention  to  section  2  of  the  bill,  which  states  that  the  circulation 
in  the  several  States  and  Territories  shall  be  ^<in  proportion  to  their 
population  and  business  requirements  and  present  banking  facilities." 

Mr.  Febbis.  Yes,  sir;  that  wa«  the  original  distribution  of  national- 
bank-note  currency  according  to  the  population. 

Section  2  provides  for  the  above  allotment. 

I 

r 

I  STATE  AND  NATIONAL  BANKS  TO  SHABE  ALIKE. 

Section  3  provides  that  State  as  well  as  national  banks  who  consent 
to  the  provisions  and  restrictions  of  the  act  shall  share  alike  in  its  bene- 
^  ^         fits  to  the  extent  of  50  per  cent  of  their  paid-up,  unimpaired  capital,  the 
,  condition  being  that  they  shall  deposit  with  the  OomptroUer  of  the  Cur- 

rency United  States  bonds,  or  United  States  notes,  or  Treasury  notes, 
and  shaU  receive  the  par  value  of  such  bonds  and  notes  in  the  new 
circulation. 

OIBCULATION  A  FIBST  LIEN  UPON  BANK'S  ASSETS. 

Section  3  further  provides  for  an  issue  of  free  circulation  to  the  amount 
of  25  per  cent  of  their  unimpaired  capital,  with  the  provision  that  the 
law  under  which  they  are  organized  or  their  articles  of  association  shall 
make  their  circulation  a  first  lien  upon  the  total  assets  of  the  bank  and 
their  stockholders  liable  for  an  amount  equal  to  their  holding  of  stock. 
The  latter  requisite  is  in  accordance  with  the  national-bank  act  and 
the  banking  laws  of  several  States,  and  is  for  the  safety  of  the  depositor 
as  well  as  the  note  holder.  This  is  an  adaptation  of  what  was  called 
the  ^^  Baltimore  plan  "  of  issuing  bills  upon  the  assets  of  the  bank.  But 
it  is  the  extent  to  which  this  principal  can  be  applied  with  which  we 
»  have  to  deal. 


CIBOULATION  TO  PAB  VALUE  OF  BONDS. 

Section  4  gives  to  national  banks  which  already  have  ou  deposit 
United  States  bonds,  circulation  to  the  par  value  of  their  bonds,  repeal- 
ing the  conflicting  section  of  the  national-bank  act. 

TAX  ON  CIBOULATION. 

Section  5  provides  that  a  tax  of  one-half  of  one  per  cent  shall  be  paid 
the  Treasurer  of  the  United  States  annually  on  the  average  amount  of 
outstanding  circulation  to  cover  cost  of  issue. 
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It  is  within  the  province  of  a  bank  to  pay  out  or  draw  in  its  circula- 
tion, and  in  times  of  small  demand  for  money  it  can  keep  its  circulation 
in  its  own  vaults  and  save  the  tax.  This  provision,  with  the  provision 
for  redemption  in  the  following  sections,  gives  elasticity  to  the  circula- 
tion. It  has  been  said  that  a  circulation  predicated  on  a  deposit  of 
bonds  can  not  be  elastic,  but  the  bonds  are  not  in  fault.  It  is  with  the 
managers  of  the  banks,  and  the  provision  of  the  national-bank  act 
making  the  Treasury  of  the  United  States  the  redemption  agent  of 
the  banks.  When  money  was  plenty  and  the  premium  on  the  bonds 
high,  it  was  a  temptation  to  the  bank  manager  to  deposit  United 
States  notes  with  the  Comptroller  of  the  Currency  and  withdraw  and 
sdl  the  bonds;  realizing  a  profit  from  the  premium,  and  leaving  the 
bank's  notes  still  in  circulation  to  be  redeemed  by  the  Treasury  when 
presented. 

There  have  been  two  periods  in  the  history  of  the  national-bank  act 
when  this  has  been  done  very  largely.  The  banks  withdrew  their 
bonds,  and  when  times  of  stringency  called  for  more  money  they  went 
into  the  market  and  bought  bonds,  issuing  notes  again.  In  1879, 1 
think  it  was,  a  law  was  passed  allowing  banks  to  reduce  their  circula- 
tion  equivalent  to  a  deposit  of  $50,000  of  bonds.  In  1893,  however, 
when  there  was  a  financial  pressure,  the  bank-note  circulation  was 
largely  increased,  and  when  the  necessity  passed  off  another  reduction 
followed.  At  that  period  the  banks  again  withdrew  their  bonds,  but 
the  circulation  was  left  out  among  the  people.  I  find,  in  my  cor- 
respondence with  different  parties,  that  some  object  to  this  bill  because 
they  do  not  want  any  additional  circulation.  The  bill,  however,  pro- 
vides for  the  withdrawal  of  the  greenbacks  and  the  Treasury  notes,  v^ 
which  will  leave  a  place  for  bank  circulation. 

NOTES  TO  BE  CONVERTED  INTO  BONDS. 

We  come  now  to  section  6,  which  provides  that  the  Comptroller 
shall  convert  the  United  States  notes  deposited  with  him  into  conver- 
tible United  States  bonds,  bearing  interest  at  2  per  cent,  and  redeem- 
able at  the  pleasure  of  the  Government.  We  do  not  want  a  long  time 
low-rate  bond,  but  a  bond  which  can  be  redeemed  by  the  Treasury 
when  it  is  desirable  to  do  so.  This,  after  all,  will  be  when  the  bonds 
bearing  a  higher  rate  are  called  in.  The  rate  of  interest  is  made  low 
that  they  may  not  go  to  a  premium,  but  will  always  be  in  demand  at 
par  for  banking  purposes. 

This  will  be  a  profit  to  the  banks,  as  it  will  give  them  an  opportunity 
to  withdraw  temporarily  their  circulation,  storing  it  in  their  vaults, 
saving  the  tax,  and  thus  being  sure  of  the  interest  on  the  bonds.  The 
banks  can  not  withdraw  their  bonds  without  turning  in  their  own  cir- 
culating notes.  It  has  been  objected  that  the  banks  do  not  want  circu- 
lation ;  that  all  the  circulation  they  need  for  counter  use  and  payment 
of  balances  at  their  several  clearing  houses  is  supplied  by  the  Govern- 
ment issues^  but  one  object  of  this  bill  is  to  withdraw  the  Government 
notes  from  active  circulation  and  to  make  a  place  for  the  bank  notes. 
The  retirement  of  the  Government  issues,  it  is  evident  to  you,  will  ^^^ 
break  the  ^^endless  chain"  and  prevent  the  depletion  of  the  Treasury. 

REDEMPTION. 

The  question  naturally  arises,  What  will  the  banks  redeem  their  cir- 
culation in?  The  bill  provides  for  ^4egal  tender,"  without  specifying 
the  particular  form  of  legal  tender. 
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It  is  problematical  whether  the  banks  should  be  called  upon  to 
redeem  in  gold  coin  only.  Such  a  movement  must  come  gradually,  as 
the  stock  of  gold  coin  in  the  country  comes  into  circulation,  but  it  will 
come  eventually,  barring  any  political  disturbances. 

The  United  States  Treasury  is  now  in  condition  to  aid  in  putting  the 
business  of  the  country  on  a  firm  gold  basis  in  this  way :  The  assistant 
treasurer  at  New  York,  where  the  bulk  of  customs  duties  are  paid,  can 
pay  its  balances  at  the  clearing  house  in  gold.  The  banks  (twen^  or 
more)  who  make  deposits  with  the  assistant  treasurer  for  the  payment 
of  customs  dues,  can  deposit  gold  coin  therefor,  thus  instituting  a  gold 
circulation. 

A  further  reason  for  this  is  that  the  Treasury,  which  is  now  receiving 
about  66  per  cent  in  silver  certificates,  8  per  cent  in  greenbacks,  and 
the  balance  in  Treasury  notes,  would  be  in  receipt  of  three-fifths  in  gold, 
in  place  of  accumulating  a  vast  horde  of  silver  certificates.  Some  per- 
sons would  like  to  make  the  rate  of  interest  on  the  banking  bonds  larger, 
but  I  think  it  is  large  enough  as  it  is.  For  every  deposit  of  $100  in 
United  States  or  Treasury  notes  the  bank  would  receive  an  equal 
amount  ($100)  in  secured  notes  and  $50  in  ^<free"  ($150  in  all)  if  other 
provisions  are  complied  with.  To  the  profit  on  these  notes  is  to  be 
added  the  2  per  cent  interest  on  the  bonds  when  United  States  notes 
are  deposited. 

BETIBEMENT  OF  THE  GBEENBAOKS. 

Mr.  Johnson,  of  Indiana.  This  would  retire  the  greenbacks. 

Mr.  Febbis.  Yes  3  this  would  be  substituting  bank  notes  for  green- 
backs. 

Mr.  Johnson.  Do  you  provide  for  a  sinking  fund! 

Mr.  Febbis.  "So,  sir;  I  think  that  our  banks  would  not  be  willing  to 
insure  circulation  all  over  the  country  in  that  way.  I  might  add  here 
that  in  issuing  United  States  bonds  the  best  principle  would  be  to  issue 
five-twenties  or  ten-forties,  not  long  bonds,  but  bonds  which  are 
redeemable  after  a  specified  time  at  the  pleasure  of  the  Government. 

Mr.  Johnson.  What  are  you  going  to  do  with  the  greenbacks  when 
paid  in  t 

Mr.  Febbis.  They  would  go  to  the  Comptroller  of  the  Currency,  to 
be  converted  into  banking  bonds. 

A  Membeb.  And  he  would  replace  themt 

Mr.  Febbis.  Yes,  sir;  if  required  in  redeeming  the  circulation  of 
any  bond,  or  he  might  use  any  other  form  of  legal  tender — gold,  for 
instance. 

A  Membeb.  But  is  that  a  reasonable  grouAd  of  expectation;  is  it 
not  merely  a  hope! 

Mr.  Febbis.  My  idea  is  that  it  is  the  best  ground  for  a  gold  basis,  a 
thing  which  can  only  come  gradually  in  any  event.  The  banks 
undoubtedly  would  carry  in  their  reserves  such  United  States  and 
Treasury  notes  as  are  not  absorbed  by  the  action  of  this  biU,  and  gold 
and  silver  coin,  silver  certificates  presumably  not  being  legal  tender  for 
redemption  of  circulation. 

One  of  the  specicJ  features  of  this  bill  is  section  6.  By  this  it  is 
made  the  duty  of  the  Comptroller  of  the  Currency  to  convert  the  United 
States  notes  deposited  by  the  banks  into  2  per  cent  United  States 
banking  bonds,  redeemable  at  the  pleasure  of  the  United  States  in 
legal  tender,  which  will  probably  be  gold,  for  it  is  believed  that  these 
bonds  will  be  a  permanent  loan,  being  always  in  demand  for  banking 
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pnrposes.  These  bonds  have  a  qoality  of  reconversion  when  the  Treas- 
ury of  the  United  (States  may  be  caUed  npon  to  redeem  the  notes  of 
failed  banks  or  when  a  bank  may  desire  to  cancel  its  cirenlationy  which 
mast  be  presented  in  sums  of  $5,000  or  more.  (I  suggest  that  the  word 
^^notes''  be  stricken  out  from  the  tenth  line  of  this  section.) 

OUBBENT  BEDEMPTION. 


V, 


Section  7  provides  for  the  redemption  of  the  bank  notes  by  the  issu- 
ing bank,  including  the  bank-note  issues,  and  to  relieve  the  Treasury 
Department  of  that  business  which  involves  a  vast  deal  of  labor  and 
ex|)ense,  it  is  made  the  business  of  the  Secretary  of  the  Treasury  to 
create  redemption  districts  and  designate  in  each  redemption  district 
a  central  city,  the  banks  in  which  shall  act  as  the  redeeming  agents  for 
the  other  banks  in  the  district.  These  redemption  agents  shall  be  banks 
approved  by  the  Comptroller  of  the  Currency,  as  prevails  now  in  regard 
to  reserve  agents.  But  this  method  of  redemption  agents  shall  not 
relieve  the  issuing  bank  from  obligation  to  redeem  at  ito  own  counter. 
The  redeeming  bank  shall  be  made  safe  by  a  deposit  equal  to  5  per  cent 
of  the  outstanding  circulation  of  the  issuing  bank.  It  is  le^  to  the 
judgment  of  the  redeeming  bank  whether  this  deposit  shall  be  in  legal 
tender  or  whether  it  shall  be  a  deposit  account  of  the  bank,  and  it 
would  be  an  injustice  to  suppose  that  the  redeeming  bank  should  sur- 
render to  the  issuing  bank  its  entire  deposit  on  the  surrender  of  any 
amount  of  notes  less  than  its  entire  issue.  This  remark  is  made  on 
account  of  some  objections  made  against  the  25  per  cent  free  issue. 
Bedeeming  banks  would  be  left  to  make  their  own  arrangements  with  X 
the  issuing  banks  as  to  intervals  at  which  they  would  return  redeemed 
notes,  whether  daily  or  weekly,  or  at  longer  intervals. 

The  sorting  out  of  notes  received  in  the  daily  business  of  a  bank  would 
not  be  so  difficult  as  may  seem  at  first  sight.  From  several  years'  expe- 
rience at  the  sorting  table  I  know  it  can  be  accomplished  by  the  ordinary 
bank  clerk,  besides  after  the  plan  has  been  a  short  time  in  operation 
the  notes  of  banks  in  the  district  will  gravitate  to  the  district  and  form 
the  bulk  of  the  notes  in  circulation. 

The  25  per  cent  free  circulation  is  made  a  first  lien  on  all  the  assets 
of  the  bank.  The  first  collections  out  of  the  assets  of  the  bank  are  to 
be  applied  to  the  payment  of  the  ^'fre'e^'  circulation,  whether  the  depos- 
itors are  paid  or  not.  I  can  not  conceive  of  a  case,  except  with  the 
grossest  rascality  of  management,  when  the  assets  would  not  suffice  to 
redeem  the  ^'free^'  circulation.  The  depositors  would  get  what  is  left 
and  what  could  be  secured  from  the  double  liability  of  the  stockholders, 
but  I  think  the  day  of  wild-cat  banking  is  passed. 

GASH  BESEBVE  TO  BE  KEPT. 

Section  8  says  banks  acting  as  redemption  agents  shall  keep  on  hand 
at  all  times  a  cash  reserve  equal  to  25  per  cent  of  their  liabilities,  and  ^ 
other  banks  15  per  cent.  AU  banks  issuing  circulation  under  this  act 
shall  make  reports  to  the  Comptroller  of  the  Currency,  and  shall  be 
subject  to  examination  like  existing  national  banks.  This  section  con- 
tains an  important  provision,  giving  the  Secretary  of  the  Treasury, 
with  the  consent  of  the  President,  authority  to  suspend  the  provisions 
of  this  section  for  thirty  days,  as  regards  cash  reserve.  It  is  hardly 
necessary  to  speak  of  the  importance  of  this  proviso. 
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SCOTCH  AND   CANADIAN  SYSTEMS, 

There  is  a  growing  feeling  in  the  community  in  favor  of  the  Scotch 
and  Canadian  system  of  branch  banks.  This  is  provided  for  in  section 
9.  It  permits  banks  having  sufficient  capital  to  establish  branch  banks 
within  their  redemption  districts.  In  the  bill  the  capital  is  put  at  ten 
millions.  At  the  public  hearings  by  the  Committee  on  Banking  and 
Currency  in  1894  the  question  was  asked  why  the  rate  of  interest  was 
so  low  in  large  cities  and  high  in  other  localities,  which  was  not  satis- 
factorily answered.  The  cause  is  competition.  In  large  cities  the  com- 
petition under  normal  circumstances  is  between  the  lenders  (fortunately 
there  is  no  trust  in  that  quarter),  and  the  one  who  takes  the  lowest  rate 
loans  his  money.  In  sparsely  settled  localities,  where  the  borrowers  are 
plenty  and  the  lenders  few,  the  competition  is  between  the  borrowers. 
It  is  the  law  of  supply  and  demand.  This  to  a  large  extent  will  be 
remedied  if  banks  in  central  cities  are  allowed  to  have  branches  in 
newer  localities.  It  will  bring  to  the  latter  the  means  and  credit  of 
large  institutions  and  be  a  benefit  to  the  parent  bank  in  keeping  the 
rate  of  interest  &om  going,  abnormally  low  at  home. 

REDEMPTION  AGENTS. 

Sections  10  and  11  merely  provide  how  notes  shall  be  signed  and 
new  notes  substituted  for  mutilated  ones,  similar  to  the  provisions  in 
the  national-bank  act;  £dso  that  public  notice  shall  be  given  of  redemp- 
tion agents  as  they  are  appointed. 

The  closing  sentence  of  section  11  reads : 

All  banks  issaing  cironlation  ander  this  act  shall  reoeive  on  dexK)8it,  and  may  pay 
oat  at  par,  the  circnlating  notes  of  any  other  banks. 

I  think  it  would  be  well  to  add  another  section :  That  all  notes  issued 
under  the  provisions  of  this  act  shall  have  the  same  legal-tender  quality 
as  notes  issued  under  the  national-bank  act. 

BANKINa  IS  A  HUGE  CREDIT  SYSTEM. 

If  time  is  given  me,  I  would  like  to  say  that  banking  is  a  huge  credit 
system,  and  consideration  should  always  be  given  to  the  fact  that  bank 
credit  has  a  large  part  in  commercial  transactions.  In  "Sew  York, 
through  the  operations  of  the  clearing  house,  hardly  more  than  3  per 
cent  of  commercial  transactions  are  settled  with  money.  Possibly  not 
more  than  5  per  cent  are  so  settied  throughout  the  country.  I  would 
call  your  attention  to  the  last  clearing-house  statement,  showing  that 
the  loans  and  discounts,  which  form  part  of  the  amounts  due  depositors, 
amounted  to  $491,116,200,  while  the  deposits  amounted  to  $548,038,200, 
showing  that  only  a  faction  of  the  amount  credited  to  depositors  was 
money. 

A  few  weeks  ago  the  item  of  loans  and  discounts  was  more  than  the 
amount  due  dex>ositors,  and  this  has  happened  before,  in  1893. 

LIMIT  OF  ISSUE  OF   OIBOTILATINa  NOTES. 

There  is  only  one  more  point  which  possibly  requires  elucidation. 
By  the  first  section  of  the  bill  the  limit  of  issue  of  circulating  notes  is 
fixed  at  $500,000^000,  exclusive  of  the  amount  of  national-bank  botes 
now  issued.    It  is  believed  that  this  amount  will  be  sufficient  to  meet 
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the  wants  of  trade  for  years  to  come,  as  it  has  been  shown  that  bat  a 
small  percentage  of  money  is  nsed  in  commercial  transactions;  and 
besides,  this  amonnt  will  nearly  absorb  the  entire  issue  of  United  States 
and  Treasury  notes,  as  is  shown  by  the  following  calculation,  based  on 
the  bank  reports  of  October  6, 1896: 

As  given  by  Comptroller  Eckels,  3,679  national  banks,  having  a 
capital  of  $650,014,895,  have  a  circulation  of  $209,944,019.  To  give 
them  50  per  cent  on  capital  they  will  be  entitled  to  a  circulation  oi 
$325,000,000,  which  is  in  excess  of  their  present  issue  $116,000,000. 

There  were  3,708  State  banks  with  a  capital  of  $240,133,805,  and  a  50 
per  cent  secured  circulation  to  them  calls  for  $120,000,000. 

These  two  requirements,  amounting  to  $236,000,000,  will  leave  out- 
standing only  $110,000,000  of  United  States  notes  for  bank  reserves, 
for  new  banks,  and  for  such  national  banks  as  may  wish  to  substitute 
United  States  notes  for  their  bonds  with  the  OomptroUer.  Should  all 
the  banks  take  out  the  limit  of  circulation,  50  per  cent  secured  and  25 
per  cent  free,  the  5  per  cent  reserve  will  absorb  $28,000,000  and  leave 
only  $82,000,000  of  United  States  notes  and  $119,000,000  of  Treasury 
notes  for  the  Treasury  to  cope  with.  The  usual  holoing  of  United  States 
and  Treasury  notes  is  $120,000,000,  which  would  leave  outside  of  the 
Treasury  less  than  $80,000,000  to  fill  the  bank  reserves.  The  void 
would  have  to  be  supplied  with  coin. 

.  Mr.  Ferris  having  concluded  his  remarks,  the  Ghainnaai  introduced 
Mr.  Gamaliel  Bradford,  of  Boston,  Mass. 


STATEHEHT  OF  MB.  GAMALIEL  BRADFORD,   OF  BOSTON,   MASS.  > 

Mr.  Bradford  addressed  the  committee  as  follows: 

Mr.  Chairman  and  Gentlemen  of  the  Committee  :  Perhaps  I 
should  give  a  brief  sketch  of  my  personal  history.  I  entered  State 
street,  Boston,  a  mere  boy,  and  as  a  clerk,  forty-one  years  ago;  and  my 
history  runs  back  to  the  old  finangial  system  of  1857.  I  passed  all 
through  the  war  period,  and  you  can  imagine  what  my  experience  was 
while  engaged  in  the  management  of  an  active  foreign-exchange 
account.  I  have  had  over  thirty  years'  actual  experience,  and  have 
been  led  naturally  to  enter  the  national  fields  of  finance,  although  I 
have  since  asked  myself,  What  is  the  uset  Because  in  the  matter  of 
national  finances  almost  every  individual  and  newspaper  has  a  differ- 
ent scheme  to  offer,  and  there  is  no  means  of  distinguishing  just  which 
is  the  best. 

The  Chairman.  Yes;  I  have  found  it  a  difficult  thing  myself  to 
work  out. 

Mr.  Bradford.  Yes,  sir ;  I  have  spent  considerable  time  upon  it  ever 
since  1870  or  1871.  Finally  I  came  on  to  Washington  to  watch  the 
proceedings  of  Congress  and  in  order  to  study  the  subject  from  actual 
observation,  but  I  found  the  same  state  of  things  to  prevail  here. 
Hence  I  have  made  up  my  mind  that  no  progress  can  ever  be  made  until 
it  has  been  decided  to  try  one  plan  and  one  man  at  a  time.    We  have  *^ 

been  at  work  now  on  different  plans  by  different  individuals  for  thirty 
years,  and  I  can  not  see  where  we  have  advanced  a  single  step.  In  fact, 
I  think  we  have  gone  back. 

Why  not  require  the  executive  head  of  the  finances  to  state  and  defend 
his  own  plan  under  a  public  fire  of  criticism  t  For  example,  allow  the 
Secretary  of  the  Treasury,  who  alone  represents  the  whole  country  and 
the  administration  of  the  Government,  to  have  at  least  as  good  an 
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opportanity  to  state  before  the  country  the  wants  of  his  Department 
as  Members  of  Congress  have. 

GBBSNBAGK  GRAZE  AND   SILVER  CRAZE. 

Something  most  be  done*  Some  ten  or  twenty  years  ago  it  was  the 
greenback  craze,  jnst  as  it  to-day  is  the  silver  craze.  But  how  can 
you  blame  the  people  of  the  country  when  the  Senate  of  the  United 
States  sets  them  the  example!  How  can  you  blame  the  people  for 
wanting  free  silver  when  that  body  goes  so  far  as  to  refuse  all  financial 
legislation  unless  it  is  coupled  with  a  law  providing  for  the  &ee  and 
unlimited  coinage  of  silver  f 

The  Chairman.  Now,  Mr.  Bradford,  if  you  will  only  come  to  the 
point  and  tell  us 

Mr.  Bbosius.  No;  I  rather  enjoy  his  way  of  putting  it. 

Mr.  Bradford.  Now,  the  conviction  on  this  subject,  which  came 
into  my  mind  thirty  years  ago,  is  expressed  in  a  Senate  report,  which 
was  signed  by  eight  Senators,  dated  February  4, 18dl.  I  can  not  pos- 
sibly £^d  anything  to  the  plan  outlined  in  that  report.  It  was  pre- 
sented to  the  Senate  and  signed  unanimously  by  eight  Senators  of  both 
parties  in  favor  of  admitting  the  members  of  the  President's  Cabinet 
to  both  Houses  of  Congress,  with  the  right  of  joining  in  debate  and  the 
duty  of  answering  questions  relating  to  their  Departments;  and  the 
report  further  set  forth  the  changes  in  the  rules  suitable  and  necessary 
for  carrying  the  proposal  into  effect.  It  is  true  that  the  report  has 
never  received  a  moment's  attention  from  either  House,  but  its  existence 
shows  that  the  measure  now  advocated  is  neither  revolutionary  nor 
fancifol. 

OONSTANT  RUSH  OF  SCHEMES. 

As  I  have  said,  there  has  been  a  constant  rush  of  schemes,  backward 
and  forward,  but  no  means  for  arriving  at  any  conclusion.  Mr.  Carlisle, 
for  instance,  is  very  earnest  for  the  retirement  of  the  greenbacks,  but  he 
has  no  definite  systematic  substitute  to  propose.  If  there  is  one  thing 
absolutely  certain,  it  is  that  neither  Congress  nor  the  country  will  con- 
sent to  any  extensive  withdrawal  of  the  Government  paper  till  it  is 
clearly  set  forth  before  them  by  what  that  paper  is  to  be  replaced.  The 
chairman  of  this  committee  has  what  he  believes  to  be  an  adequate 
scheme  for  meeting  the  occasion.  I  would  ask  him  if,  after  years  of 
strenuous  exertion,  he  finds  that  he  is  any  nearer  to  securing  a  serious 
consideration  of  it  by  Congress! 

The  business  of  this  country  has  been  thrown  into  panic  and  disaster 
through  fear  of  a  popular  vote  for  the  free  coinage  of  silver.  Can  the 
people  be  blamed  for  being  led  away  by  such  a  fatal  delusion  when  they 
are  only  following  the  example  of  the  grave  and  dignified  Senate  of  the 
United  States  t 

INDIANAPOLIS  MONETARY  CONVENTION, 

Last  Tuesday  there  met  together  at  Indianapolis  a  convention  of  dele- 
gates from  commercial  bodies  in  all  parts  of  the  country  to  devise  a 
practical  scheme  of  sound  money.  How  far  they  have  been  successful 
in  that  is  of  minor  importance.  The  real  problem  is,  How  can  Congress 
be  induced  to  pay  any  attention  to  itt  A  problem  which  seems  to  have 
received  no  consideration  whatever.  It  is  safe  to  predict  fh  at  we  may  go 
on  as  we  are  now  for  another  fifty  years  without  coming  one  step  nearer 
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to  the  end  so  ardently  desired,  the  whole  bnsiness  of  the  country  being 
left  meanwhile  in  tormoil  and  flactuation,  tossing  restlessly  without 
relief  from  pain. 

But  who  knows  what  the  effect  of  all  this  would  be!  Nobody  knows. 
Why  not  have  the  Secretary  go  before  Congress  and  explain  his  scheme 
beforehand,  so  that  its  defects  could  be  pointed  out  in  advance!  But 
as  it  is  now  you  must  just  take  his  scheme  and  then  explain  it  to  the 
people  afterwards.  Why  not  reverse  the  order  !  I  know  it  will  be  said 
that  the  Secretary  can  appear  now  before  the  committees  and  explain 
any  proposition  he  wants  enacted.  But  the  difference  between  appear- 
ing before  the  committees  and  appearing  before  the  whole  House  under 
the  eyes  of  the  country  is  too  obvious  to  need  comment.  It  is  objected 
that  it  is  a  servile  imitation  of  English  practice.  It  is  to  be  hoped  that 
we  are  not  so  childish  as  to  reject  a  measure  desirable  in  itself  because 
it  contains  a  resemblance  to  the  procedure  of  a  nation  from  which  the 
main  principles  of  our  institutions  are  confessedly  derived. 

With  some  inconsistency  it  is  argued  that  the  English  system  requires 
the  resignation  of  a  ministry  upon  an  adverse  vote  in  the  House  of 
Commons  and  that  this  is  incompatible  with  our  fixed  terms.  But  it 
is  not  proposed  to  copy  the  English  system.  The  English  House  of 
Commons  creates  the  ministry  and  must  have  the  power  to  destroy  it. 
Our  President,  and  therefore  his  Cabinet,  derive  their  authority  from 
the  x>eople,  just  as  Congress  does,  and  neither  needs  to  be  dependent 
on  the  other.  There  is  no  more  reason  why  a  Secretary  should  resign 
if  he  can  not  persuade  Congress  than  there  is  now;  he  must  do  the 
best  he  can.  It  may  be  objected  that  such  a  change  would  Ife  a  depar- 
ture from  the  practice  of  our  Government  from  the  beginning;  but  if 
that  practice  has  led  us  to  disaster  and  threatens  still  worse,  the 
quicker  we  depart  from  it  the  better  off  we  shall  be. 

Then  your  honorable  chairman  here  has  a  scheme  for  banking  and 
currency,  and  I  ask  him  to-day  if  he  has  been  able  to  get  it  before  the 
country! 

Mr.  WAiiKBE.  No;  I  have  not  even  been  able  to  get  it  out  of  this 
committee. 

NO  ONE  NATIONALLY  SESPONSIBLB. 

Mr.  Bradford.  But  why  is  this!  Not  because  it  is  not  a  good  plan ; 
but  the  reason  is  because  there  is  no  one  nationally  responsible  for  his 
scheme.  There  is  no  man  in  Congress  to-day,  no  man  in  the  House  of 
Bepresentatives,  who  can  speak  for  the  entire  country  on  any  matter. 
None  of  you  gentlemen  represents  the  entire  country,  but  you  only 
represent  356  fractions  of  the  country.  Each  of  you  represents  a  frac- 
tion of  the  country  only.  It  may  be  true  in  mathematics  that  the  sum 
of  the  parts  is  equal  to  the  whole,  but  it  is  not  so  in  politics. 

Mr.  Walker.  You  say  the  members  work  for  their  districts'  interest. 
Is  not  that  working  for  the  country's  interest! 

Mr.  Bradford.  No,  sir;  not  ohe  of  them  is  sent  here  to  look  after 
the  national  interest.  No  one  of  them  can  secure  the  attention  of  the 
House  to  speak  for  the  entire  nation  on  this  or  any  other  subject. 
Then,  again,  there  is  no  one  to  speak  for  the  Administration;  no  one  of 
you  gentlemen  is  responsible  for  the  Admistration.  Suppose  Mr. 
Walker^s  bill  is  handed  over  to  the  Secretary  of  the  Treasury  when  it 
is  passed ;  who  is  to  be  made  responsible  if  it  is  found  that  the  plan  is 
not  a  good  one.  Certainly  not  Mr.  Walker.  Then,  too,  the  Secretary 
of  the  Treasury  may  not  be  in  sympathy  with  the  measure.  You  will 
excuse  me  for  going  out  of  the  way  a  little,  but  let  me  say  that  there  is 
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not  another  ciyilized  country  which  does  not  intrust  its  finances  to  a 
single  minister,  taking  the  lead  in  and  being  responsible  to  a  parlia- 
ment or  assembly,  I  am  quite  aware  that  it  is  regarded  as  patriotic  and 
American  to  rejoice  in  our  own  methods,  because  they  differ  from  those 
of  every  other  nation;  but  when  they  involve  disgrace  and  disaster,  it 
may  well  be  doubted  whether  the  distinction,  like  some  other  kinds  of 
glory,  is  worth  what  it  costs.  The  institutions  of  the  United  States  are 
not  independent  of  the  laws  of  nature,  whether  manifested  in  gravita- 
tion, electricity,  or  finance. 

Mr.  Cox.  Well,  then,  Mr.  Bradford,  what  is  your  suggestion  Y  How 
would  you  get  financial  relief  through  Congress! 

SECBETABY  OF  THE  TBEASUBY  TO  APPEAB  BEFOBE  OONaBESS. 

Mr,  Bbadfobd.  My  suggestion  is  that  the  House  of  Eepresentatives 
should  invite  the  Secretary  of  the  Treasury  to  state  what  he  wants  and 
why  he  wants  it,  in  accordance  with  that  Senate  report  of  February, 
1881.  This  requires  no  change  in  the  Constitution  like  the  resolution 
recently  introduced  in  the  House  requiring  the  President  to  select  his 
Cabinet  firom  Members  of  Congress.  A  simple  majority  vote  of  the 
House  would  admit  the  Secretary  of  the  Treasury  to  the  floor,  and  if 
the  experiment  proved  unsatisfactory,  a  vote  would  send  him  out  again. 

Mr.  Cox.  Can  you  call  my  attention  to  the  clause  in  the  Constitution 
which  says  that  a  Cabinet  officer  shaU  be  a  Bepresentative  in  Congress  f 

Mr.  Bbadfobd.  Ifo,  sir;  I  can  not. 

Mr.  Cox.  Then  why  insist  on  making  the  Secretary  of  the  Treasury 
a  Bepresentative  t 

Mr.  Bbadfobd.  Ko;  I  would  not  make  him  a  Bepresentative;  I  would 
make  him  a  witness.  You  certainly  could  have  no  objection  to  him 
coming  before  Congress  in  the  same  way  as  he  comes  before  the  commit- 
tees. The  only  difference  is  that  when  he  comes  before  you  now  he  can 
explain  his  ideas  to  but  a  small  firaction,  but  if  he  stood  on  the  floor  of 
the  House  he  would  at  once  gain  the  attention  of  the  entire  country. 

Mr.  Bbosixjs.  All  for  the  purpose  of  having  a  bill  introduced! 

Mr.  Johnson.  Does  not  the  Secretary  of  the  Treasury  in  his  official 
capacity  express  his  desires  to  Congress  through  his  reports! 

Mr.  Bbadfobd.  Yes;  of  course  he  does;  but  they  are  simply  referred 
to  committees.  But  why  have  his  report  referred!  Would  it  not  be 
much  better  to  hear  him  before  Congress! 

Mr.  Johnson.  Don't  every  newspaper  give  his  suggestions  full  atten- 
tion, for  the  good  of  the  country! 

Mr.  Bbadfobd.  Oh,  yes;  but  you  know  there  is  a  great  difference 
between  newspaper  discussion  and  an  argument  of  the  kind  I  refer  to. 

Mr.  Johnson.  I  think  if  he  came  before  the  House  he  would  not 
reach  five-sixths  of  the  people  he  does  now  by  having  his  reports  pub- 
lished ftilly  in  every  newspaper  of  the  country. 

Mr.  Bbadfobd.  Yes;  that  may  be;  but  he  now  has  no  way  in 
advance  to  have  the  detects  of  any  scheme  x>ointed  out  to  him  before 
his  ideas  are  spread  broadcast  all  over  the  country. 

The  Chaibman.  Mr.  Carlisle  came  before  our  committee,  and  then 
went  all  over  the  country  discussing  his  scheme.  Then  a  bill  was  pre- 
pared after  a  long  debate.  But  I  would  like  you  to  state  just  how  you 
propose  to  remedy  the  financial  difficulty. 

Mr.  Bbadfobd.  Why,  by  having  the  House  vote  in  accordance  with 
the  scheme  outlined  in  the  Senate  report  to  which  I  have  referred. 
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And  to  do  this  I  think  the  best  way  would  be  to  invite  the  Secretary  of 
the  Treasnry  to  come  before  the  Oougress  and  give  his  views  in  advance. 
We  all  know  that  scheme  after  scheme  has  been  bronght  here  from  the 
North  and  the  South  during  the  last  few  Congresses,  but  none  of  them 
has  been  made  into  law,  and  we  are  just  where  we  commenced. 

Mr.  Bbosixjs.  Won't  you  tell  us  what  remedy  you  propose  as  to  the 
currency!  ^ 

Mr.  Bbadfobd.  I  must  decline  to  do  it,  as  it  would  take  too  much 
time. 

Mr.  Bbosius.  I  thought  you  were  here  for  a  specific  purpose  and  to 
help  us  with  a  remedy.  All  you  have  said,  of  course,  is  outside  of  the 
subject  we  are  considering. 

Mr.  Bbadfobd.  That  may  be,  but  if  I  should  undertake  to  go  into 
the  subject  further,  I  should  conflict  with  a  good  many  schemes — with 
the  scheme  of  your  honorable  chairman,  for  example. 

The  Chairman.  Oh,  don't  mind  me;  go  right  ahead. 

Mr.  Bbosius.  I  think  if  you  have  any  truth,  you  ought  to  give  it  to 
us,  no  matter  whom  it  hurts. 

Mr.  Lefevbb.  Ko  one  of  us  has  any  personal  interest  in  the  subject. 

The  Chaibman.  There  is  not  a  member  of  this  committee,  Mr.  Brad- 
ford, that  has  any  interest  in  the  subject  which  is  not  subordinate  to 
the  general  good,  and  if  you  have  any  views  don't  think  of  us  at  aJl. 

Mr.  Bbosius.  You  said  the  way  to  get  light  on  the  subject  was  to 
debate  it,  and  if  there  are  any  defects  here  why  don't  you  point  them 
out!  Tell  us  what  the  defects  are  in  the  present  banking  system  and 
how  best  to  correct  them. 

conditions  of  sound  oubbenoy.  > 

Mr.  Bbadfobd.  Yes,  sir.  There  are  two  conditions  which  I  should  1 

insist  upon  as  a  sine  qua  non  in  a  sound  adjustment  of  the  currency. 
First,  that  it  should  be  a  legal  tender  all  over  the  country  except  at 
one  i>oint  of  redemption  in  gold.  There  is  a  great  outcry  about  flat 
money.  Gold  coin  is  just  as  much  flat  money  as  greenbacks.  It  does 
not  circulate  because  it  is  of  gold,  but  because  it  is  a  legal  tender. 
Hundreds  of  thousands  of  notes  are  falling  due  everyday  at  2 
o'clock  and  mostly  paid  within  an  hour.  A  large  part  of  them  are 
collected  by  banks  for  other  banks.  Such  banks  do  not  care  a  penny 
about  the  value  of  what  they  receive,  but  only  that  the  law  shall  jus- 
tify them  in  taking  it.  Try  to  pay  a  note  with  sovereigns  or  bullion 
and  you  will  see.  The  only  object  of  the  gold  in  coin  is  to  limit  the 
quantity  issued  and  to  maintain  international  monetary  equilibrium. 

For  the  rest  a  legal-tender  note  of  a  solvent  promisor  is  just  as  good 
as  gold  coin.  Evidently  the  Oovernment  can  not  make  the  notes  of 
banks,  issued  upon  their  assets,  a  legal  tender,  and  unless  you  have  a 
legal-tender  paper  it  will  be  impossible  to  do  the  business  of  the  coun- 
try on  anything  like  its  present  scale.  The  Bank  of  England  note  is  a 
legal  tender  all  over  England  and  Scotland,  except  at  the  issue 
department  in  London. 

s 

CUBBENOY  SBPABATED  PBOM  BANKINa. 

Second.  Currency  should  be  wholly  separated  firom  banking.  They 
are  two  diflerent  businesses,  notwithstanding  that  in  practice  they  have 
been  done  together.  The  amount  of  paper  money  which  any  country 
can  keep  afloat  depends  upon  its  quantity.    If  there  is  too  much,  prices 
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will  be  high,  imports  increase,  and  gold  be  exported;  if  too  little, 
exi>orts  mH  increase  till  gold  is  imported.  The  wants  of  trade  are 
no  guide.  Trade  will  take  any  amount.  The  amount  per  head  of 
population  is  no  better,  because  it  is  mixed  up  with  what  the  banks 
call  deposits,  which  are  nothing  but  their  promises  to  pay  on  demand. 
And  these,  again,  with  rapidity  of  circulation,  while  being  greater  at 
one  time  and  less  at  another,  are  exactly  equivalent  to  a  greater  or  less 
amount  of  money. 

Now,  the  banks  in  easy  times  put  out  currency  and  increase  their 
deposits.  When  a  panic  sets  in  they  contract  their  deposits  and  their 
currency  is  the  instrument  of  extending  the  panic  from  one  to  another. 
The  Bank  of  England  system,  by  wMch  currency  is  separated  from 
banking  and  practically  issued  only  against  gold,  is  the  best  which  has 
ever  been  devised  to  steady  a  large  banking  system.  The  same  prin- 
ciple might  be  applied  to  a  separate  department  of  the  Treasury,  which 
should  take  charge  of  the  currency  separate  from  all  its  other  opera- 
tions and  leave  banking  to  go  back  to  the  States,  where  it  belongs. 

Mr,  Bradford  having  conduded  his  remarks,  the  committee  rose. 


Committee  on  BANEiNa  and  Oxtbbenoy, 

Washington^  D.  0.,  Thursday^  Jcmuai^  J2dy  1897. 

The  committee  met  at  10.30  a.  m. 

Members  present:  The  chairman  (Mr.  Walker),  and  Messrs.  Brosius, 
Johnson,  Van  Voorhis,  McCleary,  Fowler^  Lefever,  Spalding,  Oalder- 
head,  Hill,  Cooke,  Cox,  Stallings,  Black,  iNewlands,  and  Hendrick. 

The  Chaibman.  Gentleman  of  the  committee,  we  are  to  hear  to-day 
Mr.  James  fi.  Eckels^  Comptroller  of  the  Currency. 

The  Comptroller  of  the  Currency  appeared  before  the  committee  in 
response  to  the  following  resolution : 

[Xxtraot  Awm  the  Beoord  of  the  meeting  of  the  Committee  on  Banking  and  Currency,  Decern- 

b6r0, 1886.] 

Kr.  Bbosius  offered  the  following  resolation,  which  was  unanimously  agreed  to : 

Resolved,  That  all  general  billB  [H.  R.  171, 1999,  6442,  70S5,  and  7247]  now  before 
the  committee  contemplating  a  revision  of  the  banking  and  currency  system  be 
submitted  to  the  Comptroller  of  the  Currency,  with  the  request  that  he  analyze  the 
same  in  writing  and  come  before  this  committee  and  state  the  effect  of  each  bill  if 
enacted  into  law,  and  also  that  he  formulate  and  submit  to  this  committee  his  views 
of  a  proper  measure  for  the  revision  of  the  financial  and  banking  system  of  the 
countey. 

STATEKEHT  07  HOV.  JAKES  H.  ECKELS,  COKPTBOLLEB  OF  THE 

CVEBEHCT. 

Mr.  Eckels  addressed  the  committee  as  follows : 

Mr.  Chairman  Am)  Gentlemen  of  the  Oommittee:  I  am  not 
sure  I  can  be  of  much  practical  benefit  to  the  committee  at  this  time. 
The  committee  were  good  enoagh  to  extend  an  invitation  to  me  to  come 
before  you  to  present  such  views  as  I  entertain  upon  the  subject  of 
banking  and  currency,  and  wishing  to  cooperate  with  you  in  arriving 
at  such  conclusioDS  as  will  remedy  patent  defects  in  the  existing  bank- 
ing and  currency  laws  of  the  country,  I  accepted  it,  and  am  present 
to  discuss  such  questions  as  it  is  deemed  best  to  inquire  into. 
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There  have  been  sent  to  me  by  the  chairinan  a  number  of  bills  which 
were  prepared  and  presented  by  different  members  of  the  committee, 
and  which,  I  believe,  have  been  discussed  by  the  authors  of  them  at 
greater  or  less  length.  The  accompanying  communication  requested 
me  to  analyze  the  same  and  state  to  the  committee  what  I  deemed 
would  be  the  effect  of  these  bills  if  enacted  into  law.  The  task  imposed 
is  rather  a  difficult  one,  and  I  have  not  undertaken  it  except  in  a  gen- 
eral way.  I  have  not  reduced  my  views  to  writing,  and  therefore  do 
not  wish  that  which  I  say  to  be  considered  in  the  nature  of  a  set 
argument.  My  purpose  is  to  talk  on  the  general  subject  in  a  very 
conversational  way. 

I  am  sure  everyone  will  agree  that  there  is  something  wrong  in  the 
financial  condition  of  the  country,  and  that  it  ought  to  be  remedied. 
The  difficulty  arises  not  so  much  in  knowing  what  the  causes  are,  but 
in  agreeing  as  to  the  remedying  of  the  financial  laws  of  which  the  peo- 
ple complain. 

LONa-CONTINHKD  FINANCIAL  DEPRESSION. 

The  long-continued  financial  depression  under  which  the  country 
has  rested  and  the  general  ill  condition  of  both  our  own  trade  and 
commercial  relations  have  been  the  means  of  attracting  more  attention 
to  the  lack  of  proper  finance  laws  than  would  otherwise  have  followed. 
I  think  it  not  unlikely  the  general  public  charge  more  to  the  lack  of 
proper  financial  measures  as  a  cause  of  hard  times  than  should  attach 
to  such  cause.  My  own  belief  is  that  a  great  many  causes  have  con- 
tributed to  produce  the  conditions  which  have  characterized  the  busi- 
ness world  throughout  the  last  few  years.  I  think  a  great  deal  of 
business  loss  and  depression  has  been  brought  about  by  overtrading 
and  a  great  deal  by  unwise  speculation.  So,  too,  a  great  deal  has 
resulted  &om  an  undue  extension  of  credit,  and  stUl  more  by  unusual 
and  unnecessary  extravagance  in  public  and  private  expenditure.  A 
careful  examination  will  show  that  there  has  been  on  the  part  of  the 
public  a  living  beyond  the  public  income,  and  on  the  part  of  the  indi- 
vidual a  similar  disregard  of  the  first  essential  to  prosperity.  In  addi- 
tion to  all  of  these  sources  of  commercial  and  industrial  weakness  the 
country  has  passed  through  an  unusual  number  of  far-reaching  agita- 
tions of  domestic  and  foreign  questions,  all  tending  to  disturb,  unsetUe, 
and  retard  business  undertakings. 

LEGISLATION  NEEDED. 

However,  all  these  things  in  and  of  themselves  would  not  have  pro- 
duced the  results  now  seen  had  they  not  been  brought  to  a  climax  by 
both  bad  financial  legislation  and  a  want  of  good  financial  legislation. 
It  therefore  seems  to  me,  as  a  step  toward  placing  the  country  in  a 
proper  condition,  there  ought  to  be  enacted  such  legislation  as  will 
completely  relieve  the  Treasury's  currency  difficulties  and  give  the 
people  a  banking  law  that  will,  as  nearly  as  possible,  furnish  all  sec- 
tions of  the  country  with  proper  banking  facilities,  both  as  to  deposits 
and  discounts  and  bank-note  issues. 

VOLtTME  OF  CURRENCY  NOT  THE  QUESTION. 

Throughout  the  whole  discussion  of  this  question,  both  in  the  press 
and  in  public,  and,  with  all  due  deference  to  Congress,  in  Congress 
as  well,  it  seems  to  me  there  has  been  more  importance  attach^  to 
the  mere  matter  of  the  volume  of  the  circulating  medium  of  the  country 
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than  to  some  other  things  which  are  qnite,  if  not  more,  essential  to  a 
right  solution  than  volume.  There  may  possibly  have  been  a  time  in 
the  country  when  the  volume  of  the  circulation  was  the  most  important 
factor  to  consider,  but  I  think  that  period  has  passed.  It  is  a  great 
mistake  to  take  the  position  that  it  is  essential  to  financial  prosperity 
that  in  any  particular  country  or  in  any  particular  financial  center 
there  should  always  be  a  large  volume  of  money.  The  modern  methods 
of  transportation  and  the  improved  methods  of  banking  exchanges 
have  largely  solved  that  question.  It  is  now  of  a  great  deal  less  impor- 
tance in  this  country,  for  instance,  whether  there  is  always  here  a  large 
volume  of  money  than  it  is  that  here  is  maintained  the  very  highest 
credit,  national,  corporate,  and  individual.  If  we  have  credit  and  hold 
out  investments  which  offer  inducements  to  those  who  have  capital  to 
invest,  it  is  immaterial  whether  loanable  capital  is  immediately  in  this 
count^  or  elsewhere.  It  will  always  seek  the  place  where  the  returns 
on  the  investments  promise  to  be  the  best  for  the  lender. 

ESTABLISH  NATIONAL  CREDIT. 

The  first  essential  to  placing  the  people  of  this  country  upon  a  safe 
business  basis  is  to  so  establish  the  national  credit  that  it  will  cease  to 
be  a  matter  of  discussion  either  here  or  elsewhere.  It  ought  to  be 
rid  of  everything  which  raises  the  question  as  to  whether  or  no  the 
country  will  at  all  times  and  under  all  circumstances  maintain  it.  The 
simple  fact  that  there  has  been  a  continual  discussion  for  the  past  four 
years  of  the  ability  of  the  United  States  to  maintain  the  credit  of  the 
country  and  redeem  its  demand  obligations  in  gold  has  alone  been  a 
great  source  of  financial  embarrassment  to  the  people.  The  agitation 
of  it  worked  harm  to  them  abroad  and,  through  a  reflex  action,  at  home. 
I  am  thus  certain  that  the  important  act  is  to  take  the  step  that  will 
obviate  any  further  discussion  upon  the  question  of  the  maintenance 
heie  of  national  credit.  Ultimately,  if  not  immediately,  I  think  the 
solution  of  the  question  of  money,  standards,  and  volume  of  circulation 
in  this  country  will  come  through  an  economically  sound  banking  bilL 

BILLS  BEFOBE  THE  COMMITTEE. 

The  bills  which  have  been  presented,  with  a  single  exception — the  one 
presented  by  Mr.  Brosius — all  tend  to  the  same  thing,  in  recognizing, 
as  the  predominating  evil  in  our  financial  system  and  a  source  of  imme- 
diate weakness,  the  demand  obligations  of  the  Government.  The  bill 
prepared  by  the  chairman  of  the  committee  recognizes  that  fact;  the 
bill  which  was  prepared  by  Mr.  Fowler  recognizes  that  fact;  the  bill 
prepared  by  Mr.  Hill  recognizes  that  fact,  and  the  bill  prepared  by  Mr. 
Cox  does  also.  The  bill  prepared  by  Mr.  Brosius  as  an  amendment  to 
the  present  law  not  only  takes  the  position  that  these  demand  obliga- 
tions are  not  an  evil,  but  distinctly  provides  that  nothing  in  his  bill  shall 
in  any  wise  repeal  or  set  aside  the  provisions  of  the  present  law  which 
provide  that  the  demand  obligations  of  the  Government  shall  not  be 
canceled  and  retired,  and  makes  compulsory  their  reissue  by  the  Secre- 
tary of  the  Treasury.  WhUe  these  bills  recognize  this  fact,  they  all 
differ  upon  the  point  of  how  the  Government  shall  be  rid  of  these 
obligations. 

THE  SOUBOE  OP  OTJE  FINANCIAL  TBOUBLE. 

I  am  confident  that  the  greatest  source  of  the  financial  difficulty  in  the 
Treasury  arises  firom  the  recurring  current  redemption  of  the  demand 
obligations  of  the  Government.    My  own  opinion  in  this  regard  is 
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emphasized  by  the  provisioius  of  these  varioas  bills  which  I  have 
ennmeratecL  If  it  was  put  to  any  one  of  the  authors  of  these  meas- 
nres,  I  do  not  believe  there  is  one  of  them,  except  Mr.  Brosius,  whose  « 
views,  judging  firom  his  bill,  are  very  decidedly  the  other  way,  but 
would  say  that  the  best  thing  to  do,  if  it  could  be  done  without  too 
great  expense,  would  be  the  funding  through  a  bond  issue  of  these 
demand  obligations.  In  this  way  the  payment  and  cancellation  of  them  ^ 
could  be  had  and  the  Government  be  put  in  a  position  where  it  would 
not  be  necessary  for  it,  at  great  cost  and  worry,  to  maintain  against 
them  a  gold  reserve  for  their  current  redemption.  But  while  all  seem 
to  agree  that  such  course  would  be  the  best  to  pursue^  there  is  appar- 
ently a  difference  of  opinion  as  to  whether  it  is  at  this  time  the  most 
practical  thing  to  do. 

I  am  very  free  to  say  that  my  own  judgment  is  that  the  practical 
thing  in  a  matter  affecting  the  public  interest  is  always  the  best  thing, 
and  the  best  thing  is  always  the  practical  thing.  There  may  be,  how- 
ever, in  this  instance,  some  very  good  reasons  known  to  those  who  take 
such  view  why,  if  the  desired  thing  is  to  be  accomplished  in  the  end, 
the  most  direct  way  is  not  the  best. 

PBOTESTS  AGAINST  BETIBEMENT  OF  GBEENBAOES. 

I  am  aware  that  there  is  much  protest  and  many  objections  urged 
against  the  refunding  and  cancellation  of  the  Government's  demand 
obligations,  even  on  the  part  of  those  who  believe  they  cause  more  or 
less  loss.  The  main  objection  on  the  part  of  those  who  believe  in  the 
retirement  of  them,  but  not  in  funding  them  through  an  issue  of  bonds, 
is  that  the  public  would  protest  against  the  plan  and  the  requisite  leg-  > 
islation  could  not  be  passed.  The  error  of  the  general  public  arises 
in  the  first  instance  from  looking  upon  a  legal  tender  demand  obliga- 
tion of  the  Government  as  a  noninterest-bearing  debt,  and  in  the  second 
because  of  a  belief  that*  their  funding  would  tend  to  contract  the  coun- 
try's volume  of  currency.  It  is  not  a  noninterest-bearing  debt,  but 
instead  is  the  most  expensive  debt  the  Government  has  to  do  with. 
^  s  a  direct  money  proposition  the  keeping  idle  and  out-of  the  channels 
of  trade  of  a  large  sum  of  gold  as  a  necessary  reserve,  with  the  conse- 
quent loss  of  interest  on  it,  is  one  item  of  continued  expense,  while  the 
interest  upon  and  ultimate  payment  of  the  bonds  to  maintain  the  current 
redemption  of  the  legal-tender  obligations  is  a  still  larger  item  of  cost 
to  the  people.  Added  to  these  things  is  the  patent  fact  that  these 
demand  obligations  are  always,  in  a  time  of  financial  depression,  a 
source  of  weakness  not  only  to  the  Government  but.to  every  business 
interest,  thus  making  them  immeasurably  a  greater  burden  than  a 
bonded  indebtedness  for  a  definite  amount  and  limited  as  to  pajrment 
to  a  definite  period  of  time. 

WOULD  NOT  CAUSE  CONTRACTION. 

Turning  to  the  suggested  dangers  of  a  contraction  of  the  currency 
the  assumption  that  such  a  result  to  a  harmful  extent  would  follow  is  ^^ 
erroneous.  I  do  not  believe  that  a  contraction  of  the  currency  beyond 
that  which  is  healthful  is  possible  in  this  country,  if  this  country's  credit 
is  unquestioned  and  unquestionable.  I  do  not  believe,  if  the  legal  ten- 
ders were  retired  gradually — you  can  not  retire  them  all  at  one  time, 
and  I  do  not  think  anybody  ever  contemplated  that  they  should  be- 
any contraction  in  the  volume  of  our  circulating  medium  would  follow 
more  than  was  needful  to  business  interests. 
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If  the  plan  which  was  entered  on  by  Secretary  McOuUoch,  under  an 
act  of  Congress,  had  been  continued  to  the  end,  the  country  would  not 
have  sufiered  from  half  the  financial  difficulties  it  has.  There  would 
also  have  been  less  financial  heresies  taught  upon  the  subject  of  a  Gov- 
ernment-created money. 

If  these  obligations  should  now  be  retired  gradually,  whether  by  fund- 
ing or  otherwise,  it  would  be  found  wherever  money  was  needed  that 
either  the  banks  would  supply  the  necessary  currency  or  rfse  gold  would 
come  from  other  places  where  it  was  not  needed  to  fill  up  any  vacuum 
here. 

The  practical  truth  in  currency  matters  is  that  there  never  is  a  vacuum 
permitted  to  exist  which  ought  to  be  filled,  and  where  reasons  exist  why 
it  ought  to  be  filled,  but  that  it  is  immediately  filled.  The  needed  amount 
for  this  purpose  comes  from  places  where  there  is  too  much  money  to  be 
profitably  employed. 

DANOEB  OF  THE  PRESENT  STSTEX. 

If  the  legal  tenders  were  retired,  with  the  country  possessed  of  a 
proper  banking  bill,  whatever  deficiency  was  created  or  increase  in  the 
circulation  was  needed  would  come  through  the  banks,  or  else  gold 
would  come  here  firom  other  countries.  At  present  the  business  inter- 
ests of  the  country  do  not  sufier  half  as  much  in  actual  money  loss 
from  the  present  banking  system  as  they  do  from  the  compulsory  main- 
tenance of  the  demand  obligations  of  the  Government,  which  are  cur- 
rently redeemed  and  which  are  never  retired.  It  must  be  evident  to 
any  man  of  practical  business  experience  on  this  committee  that  he 
would  find  himself  financially  embarrassed  at  the  end  of  a  reasonable 
period  of  time  if  he  undertook  to  always  keep  out  his  own  notes  to  a 
larger  anu)unt  than  it  seemed  he  could  redeem,  and  whenever  he  would 
pay  one  would  reissue  it  again,  whether  or  not  it  was  necessary  to  so 
do.  He  would  some  time  come  up  against  a  settling  day  which  would 
break  him. 

This  is  just  the  case  with  the  policy  the  Government  is  trying  to 
make  successfal.  It  has  recently  been  near  a  settling  day,  and  only  by 
a  narrow  margin  escaped  disaster.  I  hardly  think  it  will  be  as  fortu- 
nate again.  It  certainly  oaght  not  to  run  the  risk  with  the  attendant 
consequences  that  would  fall  ui)on  all  interests  in  case  of  failure  over- 
taking it.  If,  as  I  have  stated,  the  evil  through  which  our  financial 
system  entails  the  greatest  loss  is  these  demand  obligations,  there  will 
not  come  Irom  a  revision  of  the  present  banking  system  a  practical, 
substantial  benefit  to  the  x)6ople  unless  it  is  provided  in  some  way  to 
get  rid  of  them. 

BANKS  SHOULD  ASSUME  EEDEMPTION  OF  NOTES. 

A  prominent  feature,  as  I  have  said,  in  all  of  these  different  bills,  is 
a  provision  to  this  end^  and  I  think  it  may  be  said,  so  far  as  those  who 
have  introduced  the  bills  with  sach  provision  are  concerned,  they  rec- 
ognize that  the  largest  benefit  to  be  obtained  in  a  new  banking  law  is 
to  get  the  Government  out  of  the  business  of  issuing  credit  currency 
and  bestow  such  power  entirely  upon  the  banks,  making  the  banks 
maintain  not  only  the  current  but  the  permanent  redemption  of  their 
notes  in  gold.    I  think  the  banks  are  fully  able  to  do  this. 

Mr.  Johnson.  I  would  like  to  have  you  amplify  that — ^that  the  banks 
wiU  be  fully  capable  of  sustaining  the  burden. 
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BANKING  BEFORE  THE  WAR. 

Mr.  BOKELS.  Up  until  the  time  of  the  war  the  banks  of  the  country, 
which  were  not  then  either  as  strong  in  their  financial  condition  or  as 
well  equipped  in  facilities  of  exchange  and  methods  of  transportation, 
wherever  properly  and  honestly  conducted  upon  safe  banking  princi-  . 
pies  and  not  as  speculative  enterprises,  maintained  not  only  the  current  ^ 
and  ultimate  redemption  of  the  notes  which  they  issued,  but  were  strong 
enough  in  their  gold  holdings  to  furnish  all  the  gold  that  was  needed 
for  domestic  trade  and  to  settle  international  balances.  They  not  only 
did  this  up  to  the  time  of  the  breaking  out  of  the  war,  but  for  some 
time  thereafter.  Again,  after  the  resumption  of  the  specie  payments 
they  continued  to  maintain  themselves  strong  enough  in  their  gold 
holdings  to  furnish  all  the  gold  needed  for  all  business  purposes,  but  in 
addition  so  supplied  it  to  those  wishing  it  for  any  purpose  that  the 
demand  obligations  of  the  Government  were  not  presented  for  current 
r^emption. 

Mr.  Hlll.  And  as  a  matter  of  fact  we  were  more  dependent  upon 
foreign  nations  at  that  time  than  now? 

Mr.  Eckels.  Yes :  very  much  more  dependent. 

The  Ghaibman.  At  that  point,  if  you  want  a  suggestion  as  to  the 
fact 

Mr.  Eckels.  I  would  be  very  glad^  Mr.  Ghairman,  at  any  time  to 
have  any  suggestion  any  member  ot  the  committee  may  desire  to 
make. 

THE  SUFFOLK  SYSTEM. 


The  Ghaibman.  In  New  England,  under  the  Suffolk  system,  which  is 
generally  conceded  to  be  the  best  banking  system  on  the  whole  we  had 
in  this  country  before  the  war,  the  total  specie  held  in  those  banks  for 
circulation  in  New  England  was  13^  per  cent,  and  that  would  amount 
on  $800,000,000  of  circulation  to  $108,000,000.  Their  specie  for  loans 
and  discounts  was  3.9  per  cent,  and  that,  on  the  $4,000,000,000  of 
discounts,  $1,800,000,000  of  national-bank  loans  and  discounts  and 
$2,200,000,000  of  State  bank  loans  and  discounts,  would  amount  to 
$166,000,000.  1  think  we  now  have  of  visible  gold  $316,000,000.  I 
thought  I  would  give  those  figures. 

Mr.  Eckels.  Thank  you.  So  the  only  thing  to  judge  by,  as  to  what 
can  be  done,  is  that  which  the  history  of  the  country  shows  has  been  done. 
There  is  the  fact  that  before  the  war,  under  the  then  existing  State 
banking  systems,  properly  conducted  institutions  redeemed  their  notes 
in  gold,  and  were  always  furnished  the  gold  necessary  for  the  business 
interests  of  the  country.  Of  course  there  were  a  great  many  institu- 
tions which  were  wholly  fraudulent,  and  there  were  great  losses  to  note 
holders,  but  that  was  because  of  the  bad  banking  laws  and  the  reck- 
less and  dishonest  manner  in  which  the  individual  banks  which  failed 
to  redeem  their  notes  in  gold  were  conducted, 

Mr.  Galdebhead.  The  Government  obligations  were  at  a  discount 
the  most  of  the  time  for  several  years  before  the  war. 

Mr.  Eckels.  I  do  not  think  the  Government  ever  had  any  such 
obligations  out  before  the  war  except  in  the  shape  of  a  comparatively 
small  amount  of  Treasury  notes  during  a  period  shortly  after  the  war 
of  1812. 

The  Ghaikman.  How  long  were  those  outt 
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Mr.  Eckels.  Only  a  short  while.  It  will  be  recalled  by  members  of 
the  committee  familiar  with  the  financial  legislation  of  the  war  that  in 
the  discussion  of  the  bill  introdaced  by  Mr.Spalding,  which  authorized 
^  the  first  issuance  of  Treasury  notes,  it  was  very  strongly  protested 
by  those  opposed  to  the  measure  that  the  Government  was  entering 
upon  a  policy  which  had  never  been  known  of  before,  which  never  had 
been  suggested  in  any  debate  or  embodied  in  any  bill,  and  which  was 
i  then  only  justified  by  those  urging  it  upon  the  ground  of  the  pressing 

^  necessity  of  an  extraordinary  condition  of  affairs,  necessitating  extraor- 

dinary expenditures.  The  measure  only  became  a  law  under  protest, 
the  strongest  advocates  of  it  placing  their  advocacy  of  it  upon  the 
grounds  of  necessity,  and  emphasizing  the  fact  that  as  a  financisd  propo- 
sition it  was  unsound  and  repugnant  to  all  of  the  country's  previous 
financial  policy.  The  disbelief  in  the  soundness  of  it  was  emphasized 
by  a  provision  in  the  first  instance  that  the  Treasury  notes  thus  issued 
and  thereafter  issued  should  be,  upon  presentation  in  certain  sums 
within  a  certain  period,  refunded  into  bonds. 

AU  of  those  advocating  the  bill,  including  Mr.  Sherman  and  others, 
promised  that  immediately  upon  the  close  of  the  war  the  notes  should 
be  retired.  The  present  Senator,  then  Representative  from  Vermont,  Mr. 
Morrill,  not  only  ref  ased  to  support  the  measure,  but  upon  every  occasion 
was  strongly  against  it.  His  frequently  expressed  judgment  to-day  is 
that  the  expenses  of  the  war  were  enormously  increased  by  the  issuance 
of  legal-tender  Government  paper  at  that  time,  and  that  it  was  wholly 
'\  unnecessary.  It  was  the  opinion  of  the  New  York  bankers — and  I  sup- 
pose other  bankers,  but  I  speak  particularly  of  the  iNew  Fork  bankers — 
^  who,  up  until  the  time  of  the  issuance  of  the  Treasury  notes,  a-ssisted 

the  Government  in  maintaining  the  gold  payments,  that  they  could  have 
continued  to  maintain  gold  payments,  despite  the  strain  of  the  war,  if 
Congress  had  not  passed  the  first  act.  Secretary  Chase  never  thor- 
omghly  believed  in  it,  and  only  after  repeated  efibrts  was  dragooned 
into  giving  it  sanction. 

apLD  PAYMENTS  DUEING  THE  WAB. 

The  Chaieman.  Mr.  Coe,  of  New  York,  and  two  other  bankers  made 
a  proposition  to  Mr.  Chase,  so  I  was  told  by  Mr.  Coe,  that  they  would 
maintain  gold  payments  provided  they  allowed  the  banks,  by  some 
national  legislation,  to  issue  all  the  currency  the  Government  needed. 
They  would  guarantee  to  maintain  the  gold  payments,  but  Mr.  Chase 
thought  he  possibly  could  not  carry  that  through  Congress. 

Mr.  Cooke.  Looking  back  over  the  history  of  that  period,  do  you 
9  believe  it  was  possible  to  have  maintained  gold  payments  during  the 

wart 

Mr.  EcEELS.  Yes.  I  base  my  judgment  largely  upon  the  opinion  of 
those  who  were  then  most  familiar  with  the  situation.  Certainly  the 
^  return  to  gold  payments  was  greatiy  delayed  after  the  war  by  the 
failure  to  fond  these  obligations. 

The  Chatbman.  Louisiana  maintained  gold  payments  clear  up  to 
Butler's  capture  of  New  Orleans. 

Mr.  Spalding.  Do  you  think  that  banks  could  have  maintained 
specie  payments  during  1893, 1894,  and  1895  f 

Mr.  Eckels.  Yes. 
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Mr.  SPALDma.  Is  it  not  a  fact  that  they  really  suspended  all  pay- 
ments and  paid  only  through  clearing-houses? 
Mr.  Eckels.  Yes;  many  banks  paid  through  the  clearing-house. 
Mr.  SPALDiNa.  Because  they  had  no  currency,  much  less  gold! 

PANIC  OF  1893. 


< 


Mr.  Eckels.  This  thing  has  to  be  remembered  in  connection  with 
the  panic  of  1893.  There  would  not  have  been  the  panic  of  1893  and 
its  effect  upon  the  banking  institutions  of  this  country  if  under  the 
financial  legislation  of  1890  the  Government's  demand  obligations  had 
not  been  greatly  increased  without  in  an3rwise  empowering  the  Secre- 
tary of  the  Treasury  to  increase  the  gold  reserve  to  meet  the  new 
gold  obligations.  There  was  thus  created  a  doubt  as  to  whether  the 
Government  was  able  to  maintain  gold  payments.  If  the  legal  tenders 
had  not  been  outstanding  the  Government  would  not  have  put  it  in 
the  hands  of  anybody  to  go  to  the  Treasury  of  the  United  States  and 
withdraw  the  gold  from  it. 

Mr.  Cooke.  Then  you  make  it  a  matter  of  national  credit  and  not  a 
matter  of  necessity.    Is  that  the  principle! 

Mr.  Eckels.  Largely  that. 

Mr.  Spalding.  I  do  not  like  to  interrupt  you 

Mr.  Eckels.  I  am  perfectly  willing  to  be  interrupted. 

Mr.  Spalding.  You  put  it,  as  I  understand  your  argument,  that  the 
demand  for  gold  was  a  speculative  demand  largely,  or  fear,  or  some- 
thing of  that  kind^  not  an  actual  demand  as  against  the  national  obli- 
gations abroad  f  y 

Mr.  Eckels.  I  think  the  demand  came  through  fear  of  a  failure  of 
the  Government's  ability  to  maintain  gold  payments.  The  policy  of  the 
Government  under  the  resumption  of  specie  payment  act  was  that,  as 
against  $346,000,000  of  demand  obligations  of  the  Government,  a  reserve 
ftind  of  $100,000,000  of  gold  was  sufficient  for  the  current  redemption  of 
those  demand  obligations. 

EFFECT  OF  THE  SHEBMAN  LAW. 

The  act  of  1890  increased  the  amount  of  those  obligations  by 
$152,000,000  without  in  any  wise  increasing  the  amount  of  your  reserve, 
and  while  the  holders  of  them  might  believe  that  $100,000,000  might  be 
sufficient  for  the  current  redemption  of  $346,000,000  they  doubted  that 
$100,000,000  was  sufficient  to  provide  current  redemption  for  almost 
$500,000,000. 

The  Chaibman.  The  basis  of  that  discrimination,  however,  is  this: 
The  people  were  educated  to  believe  that  $100,000,000  was  sufficient 
and  believed  it  was  necessary  to  have  $100,000,000  for  $346,000,000  of 
obligations.  They  were  convinced  that  $100,000,000  was  not  sufficient 
for  $500,000,000  of  obligations,  and  therefore  a  fear  created  the  demand 
for  gold. 

Mr.  Spalding.  Is  it  not  a  fact  that  until  trade  relations  changed      -^ 
they  had  this  demand  for  gold  and  it  was  a  legitimate  demand  to  pay 
our  exchanges  abroad,  and  since  the  change  of  current  there  was  no 
demand  for  goldt 

Mr.  Eckels.  I  think  there  were  other  causes  entering  into  it.  I  do 
not  think  any  of  these  great  financial  disturbances  are  produced  by  a 
single  cause,  but  there  is  always  one  great  cause  which  brings  many  to 
a  culmination. 


> 


FINANCIAL  AND  BANKING  SITUATION.  239 

Mr.  Johnson.  It  is  your  opinion  that  the  main  reason  for  the  drain 
on  the  gold  reserve  which  has  occurred  dnripg  the  present  Administra- 
tion was  a  feeling  on  the  part  of  the  people  tl^t  the  Government  might 
not  be  able  to  maintain  its  credit! 

Mr.  Eckels.  Yes. 

Mr.  Johnson.  By  keeping  its  demand  obligations  at  parf 
>  Mr.  Eckels.  I  think  that  from  the  time  of  the  passage  of  the  Bland- 
Allisonactit  became  evidentthat  theGovernmentwascoiningand  staonp- 
ing  a  piece  of  metal,  calling  it  a  hundred  cents  when  it  was  not  in  and 
of  itself  worth  one  hundred  cents.  It  was  dependent  upon  something 
to  make  it  of  that  value,  and  when  to  this  was  added  the  further  tend- 
ency to  do  the  same  thing  through  the  operation  of  the  Sherman  law 
and  the  purchase  of  silver,  these  acts  combined  caused  doubt  in  the 
minds  of  those  who  were  dealing  with  us  abroad  and  doubt  of  people 
at  home  as  to  the  ability  of  the  Government,  with  the  limited  powers 
of  the  Secretary  of  the  Treasury,  to  maintain,  what  the  Sherman  law 
said  was  the  policy  of  the  Government,  the  parity  of  the  two  metals 
and  to  redeem  the  Gt>vemment's  demand  obligations  in  gold. 

Mr.  Johnson.  Another  question.  What  has  caused  the  stoppage  of 
the  demand  on  the  Government  for  redemption ;  and  is  it  likely  to  occur, 
and  if  so,  under  what  circumstances? 

SINGLE  GOLD  STANDABD. 

Mr.  Eckels.  It  is  likely  to  occur  whenever  the  public  mind  is  again 
put  in  a  condition  which  makes  it  believe  that  this  Government  is  not 
^       going  to  maintain  the  single  gold  standard  of  value,  or  is  not  going  to 
'      be  able  to  maintain  gold  payments  of  its  outstanding  obligations. 

Mr.  Johnson.  Do  you  think  it  ceased  because  the  public  mind  was 
reassured  on  that  point! 

election  of  1896. 

Mr.  Eckels.  I  think  it  has  ceased,  because  the  repeal  of  the  Sherman 
law  has  given  the  public  to  understand  that  unless  some  further  legis- 
tion  is  enacted  we  have  gotten  to  the  end  of  increasing  the  money  of 
the  country  with  a  dollar  which  in  and  of  itself  is  not  worth  a  dollar. 
I  also  think  the  fact  that  the  recent  election  was  against  those  advo- 
cating the  free  and  unlimited  coinage  of  silver  has  done  very  much 
towaM  stopping  the  presentation  of  these  demand  obligations.  The 
situation  has  further  been  relieved  because,  owing  to  the  peculiar  con- 
dition of  affairs  abroad,  there  has  been  a  great  demand  for  our  bread- 
stuffs,  whereby  yery  much  gold  has  come  into  the  country.  A  large 
portion  of  it  has  gone  into  the  Treasury.  It  is  safe  to  say,  however, 
that  whenever  we  come  again  to  the  point  where,  through  overspecula- 
tion  and  overtrading,  business  disasters  follow,  or  because  of  some  bad 
piece  of  financial  legislation  the  credit  of  the  Government  becomes  a 
matter  of  public  discussion,  these  demand  obligations,  unless  paid  and 
canceled,  give  the  means  to  continually  embarrass  the  Treasury  Depart- 
^  ment  and  create  still  greater  adverse  conditions  in  the  country's  busi- 
ness world. 

Mr.  FowLEB.  Suppose  in  the  next  six  months  the  fortuitous  circum- 
stances which  are  in  our  favor  should  turn  against  us  and  there  should 
be  a  natural  demand  for  $100,000,000  of  gold^  where  would  they  go  to 
get  that! 

Mr.  Eckels.  They  would  go  to  the  Treasury,  because  we  do  as  no  other 
country  in  the  world  does.    The  operation  of  the  law  makes  the  Treasury 
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of  the  United  States  the  one  source  of  supply  not  only  for  all  the  gold 
that  our  own  people  want  but  for  the  people  of  every  country  in  the 
world  who  wish  to  send  here  and  buy  it. 

Mr.  PowLBB.  If  they  withdrew  the  $100,000,000  out  of  the  Treasury, 
what  would  transpire! 

SILYBB  BBDEMPTION,  BEPUDIATION,  OB  MOBE  BONDS.  J 

\ 

Mr.  Eckels.  We  would  be  compelled  to  redeem  the  obligations  of 
the  Government  either  in  a  depreciated  metal  or  else  to  repu£ate  them 
or  else  to  again  do  what  the  present  Administration  has  done,  sell 
more  bonds  to  maintain  the  gold  reserve. 

Mr.  Johnson.  If  there  was  any  way  of  getting  the  Treasury  divorced 
from  the  banking  business  and  the  bank  issue  was  devolved  upon  the 
banks,  they  would  go,  under  this  condition,  to  the  banks!  * 

Mr.  Eckels.  Yes. 

Mr.  Johnson.  And  your  opinion  is  that  the  banks  would  be  as  able 
as  the  Government  to  do  it! 

Mr.  Eckels.  Yes,  more  able.  The  reason  the  banks  are  better  able 
than  the  Government  is  simple.  The  Government  has  no  proper  machin- 
ery for  banking.  A  bank  has  all  the  machinery  for  obtaining  credit 
and  buying  gold.  It  can  discount  its  bills;  it  has,  if  well-conducted, 
all  the  methods  of  obtaining  gold  wherever  it  is  necessary,  and  at  a 
moment's  notice.  During  the  panic  of  1893,  the  banks  in  Chicago, 
for  instance,  were  able  to  send  to  London  and  Berlin  and  get  gold,  just 
as  the  banks  of  Kew  York  last  year  had  the  machinery  which  enabled 
them  to  obtain  the  gold  to  place  in  the  Treasury  in  order  that  it  might 
maintain  the  necessary  gold  reserve.  All  this  the  Government  of  the  ^ 
United  States  could  not  do  unless  it  issued  bonds,  not  having  the 
machinery  which  attaches  to  a  bank. 

Mr.  Hill.  The  banks  in  New  York  have  a  call  loan  on  $50,000,000 
of  gold  in  London. 

Mr.  FowLEE.  In  regard  to  this  $100,000,000  of  gold  in  the  Treasury, 
in  case  you  reverse  the  situation  and  there  was  a  demand  of  $100,000,000 
made  on  the  banks  of  New  York,  they  at  once  would  realize  they  would 
want  to  protect  this  reserve  and  would  put  up  the  rate  of  interest  to 
hold  the  gold  in  this  country  and  it  would  not  go  abroad! 

Mr.  Eckels.  That  is  the  practice  of  the  Bank  of  England. 

Mr.  McCleaby.  Suppose  the  banks  in  New  York  hj^  demand  obli- 
gations which  were  payable  in  gold,  how  would  the  rate  of  discount 
affect  that! 

Mr.  Eckels.  Of  course  it  would  not  affect  the  presentation  of  its 
notes. 

Mr.  McCleaby.  Would  it  not  put  the  bank  in  exactly  the  same  con- 
dition as  it  would  put  the  Government  with  the  notes  issued! 

The  Ghaibman.  You  can  not  do  that;  this  does  not  put  them  in  the 
same  position  of  the  banks. 

BANKS  would  MAINTAIN  OOLD  BEDEMPTION. 

Mr.  Eckels.  I  think  you  would  find  this :  As  against  their  notes  of  '^ 
issue  the  banks  would,  from  their  knowledge  of  the  usual  amount  of 
current  redemption,  maintain  the  necessary  amount  of  gold  for  the 
redemption  of  those  notes,  just  as  a  bank  is  now  able  to  know  how 
much  of  a  reserve  it  is  necessary  to  have  in  bank  as  against  its  deposits. 
Every  prudently  conducted  bank  would  be  compelled  for  self-protection 
to  maintain  a  proper  reserve,  and  the  notes  issued  by  the  bank  would 
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be  redeemed,  aud  they  would  not  be  issued,  as  fb.  the  present  case, 
unless  there  was  a  demand  for  them. 

Mr.  Spalding.  That  would  contract  the  currency! 

Mr.  Eckels.  The  banks  would  contract  the  currency  whenever  nec- 
essary, and  they  would  enlarge  it  when  necessary.  It  is  a  great  mis- 
take to  think  that  it  is  a  possible  thing  for  banks  to  prosper  by  doing 
v^  those  things  which  tend  to  make  the  general  public  poverty  stricken, 
and  by  doing  things  which  tend  to  make  depression  everywhere. 

Mr.'McCLEABY.  That  is,  that  there  are  no  adverse  relations? 

» 

BANKS  DEPENDENT  ON  GENERAL  PBOSPEBITY. 

Mr.  Eckels.  There  can  be  no  adverse  relations.  The  prosperity  of 
the  banks  depends  upon  the  prosperity  of  the  people,  just  as  the  people 
of  one  section  of  the  country  are  dependent  for  prosperity  upon  the 
prosperity  of  the  people  of  another  section  of  the  country.  Their  rela- 
tions are  mutual.  Thus  it  would  follow  that  no  bank  would  ever  con- 
tract its  currency,  even  though  it  had  the  right  to  do  so,  if  it  was 
apparent  that  by  so  doing  there  would  be  a  general  financial  derange- 
ment of  the  country  and  general  business  concision.  When  such  a 
point  was  reached  the  banks  would  have  reduced  themselves  by  their 
own  act  to  a  position  where  they  could  not  collect  their  assets,  where 
there  could  be  no  demand  for  their  money,  and  consequently  no  profit 
in  the  banking  business. 

An  aggregation  of  people  into  a  corporation  does  simply  the  things 
which  an  individual  would  do  in  his  own  private  transactions.  As  an 
individual  he  does  the  thing  which  will  mean  prosperity  to  him,  knowing 
^  that  prosperity  can  not  be  possible  if  those  holding  his  property  are 
unable  when  he  wants  that  property  to  return  it,  and  he  knows  that 
such  debtors  are  not  able  if  there  is  a  general  financial  depression. 

Mr.  Cox.  While  on  that  point  I  want  to  call  your  mind  to  one  thing. 
As  stated  by  you,  and  has  been  stated  before  this  committee  ever  since 
I  have  been  a  member  of  it,  there  has  been  an  effort  all  along  the  line 
to  control  these  demand  notes  in  some  shape  and  keep  them  away  from 
the  Treasury! 

Mr.  Eckels.  Yes. 

Mr.  Cox.  When  you  come  to  think  of  it  there  is  but  one  of  two  ways 
to  do  that,  as  I  see.  First,  they  have  to  be  retired,  and  you  issue  bonds 
to  take  them  in,  or  you  can  use  them  as  the  basis  of  banking.  That  is 
the  Secretary's  idea! 

Mr.  Eckels.  Yes,  and  that  is  to  an  extent  the  chairman's  idea. 

Mr.  Cox.  I  was  going  to  put  this  question  to  you 

The  Chairman.  I  did  not  hear  that  question. 

Mr.  Eckels.  I  say  that  is  to  some  extent  your  idea. 

The  Chairman.  Not  as  a  basis  for  circulation,  but  to  be  retired 
through  the  banks. 

GREENBACKS  AS  A  BASIS  POB  BANKING. 

Mr.  Cox.  To  bring  out  my  point:  Is  there  any  serious  objection  and 
^  can  there  be  any  serious  objection  to  using  these  demand  notes  as  a 
basis  of  banking!  Now,  is  there  any  serious  objection — of  course 
always  looking  to  the  line  of  contraction  which  can  be  very  easily 
avoided — is  there  any  serious  objection  to  using  these  greenbacks  as  a 
basis  for  banking  and  holding  them  away  from  the  Treasury! 

Mr.  Eckels.  It  would  simply  be  imprisonment  for  life,  with  the 
attendant  danger  to  the  people  of  pardon  instead  of  direct  execution* 

CTJB 16 
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The  Chaibman.  1^  it  not  a  fact  that  whenever  moviey  aecamulates 
in  the  Treasury  for  any  purpose  whatever  there  is  a  large  section  of  the 
country  that  desires  that  money  should  be  paid  out;  and  is  not  there 
a  demand  that  even  silver  dollars  be  paid  out?  Is  not  that  a  very  seri- 
ous objection  to  holdinglegal-tender  notes  in  the  Treasury — the  people's 
demand  that  they  be  paid  out! 

Mr.  Eckels.  Yes.  I  think  this,  Mr.  Gox,  that  if  in  connection  with 
your  suggestion  there  was  a  law  upon  the  statute  books  that  these 
demand  obligations  of  the  Gk>vemifient  could  be  used  as  a  b&sis  of 
banking  and  that  when  a  bank  went  out  of  the  systetn  the  Government 
should  redeem  and  permanently  cancel  them,  or  when  there  was  a 
reduction  of  the  circulation  of  the  banks  that  so  much  of  the  demand 
obligations  held  by  that  bank  as  were  affected  by  the  reduction  could 
be  paid  and  canceled,  the  diflftculty  on  the  score  mentioned  by  you 
wordd  be  obviated. 

Mr.  Cox.  Of  course,  the  idea  is  to  prevent  them  from  getting  back 
again  and  going  into  the  Treasury.    That  is  the  object. 

Mr.  Eckels.  That  I  suppose  would  be  a  practical  thing,  but  it  is 
already  an  admission  that  the  frirther  maintenance  of  these  issues  is  a 
wrong  thing. 

Mr.  Oox.  I  must  say,  with  due  respect,  I  can  not  see  any  difference 
in  banking  on  the  promise  of  the  Government  tr)  pay  in  the  shape  of 
greenbacks  and  the  promise  of  the  Government  to  pay  in  the  shape  of 
bonds. 

Mr.  Eckels.  Except  this,  a  Government  bond  runs  for  a  definite 
period  of  time,  payable  at  such  a  time,  while  under  the  existing  law  the 
legal-tender  note  is  a  continuing  obligation  which  is  never  permanently 
redeemed  and  canceled. 

Mr.  Cox.  That  is  true,  but  it  is  assumed  the  bonds  wiU  be  paid,  and 
that  you  have  then  got  nothing  upon  which  to  base  your  circulation. 

BONDS  AS  A  BASIS  FOR  CIRCULATING  NOTES. 

Mr.  Johnson.  What  is  your  opinion  of  the  bond  security  under  the 
present  natioual  banking  law  f  Do  you  think  it  ought  to  be  perpetuated 
in  any  new  system  of  banking  and  currency  which  may  be  devised,  and 
if  not,  what  would  you  suggest  for  a  substitute  which  would  give  a  safe 
circulating  notet 

Mr.  Eckels.  I  think  as  a  correct,  scientific  banking  principle  the 
issuing  of  bank  notes  against  bonded  secuiities  is  erroneous.  Anything 
which  makes  the  volume  of  circulation  depend  upon  reasons  other  than 
the  needs  of  business,  and  which  regulates  it  in  any  other  wise  than 
through  the  daily  needs  of  business  and  commerce,  is  not  a  true  bank- 
ing principle. 

Mr.  Cooke.  Does  not  the  element  of  good  security  come  in  there,  of 
necessity! 

Mr.  Eckels.  Of  course  there  is  that,  but  in  all  the  bills  which  have 
been  given  me  the  fact  is  recognized  that  the  people  of  this  country  are 
nsed  now  only  to  bank  notes  issued  against  securities.  Mr.  Walker's 
bill,  Mr.  HilPs  bill,  Mr.  Cox's  bill 

The  Chairman.  Mine  provides  a  guaranty  of  the  Government. 

Mr.  Hill.  I  have  an  optional  feature  in  the  last  bill  presented. 

BANK  notes  ISSUED  AGAINST  CREDIT. 

Mr.  Eckels.  Some  of  the  bills  have  introduced  both  the  elemeot  of 
note  issues  against  security  and  that  of  note  issues  against  credits.    I 
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thiuk  thai  as  a  praotkal  featore  of  any  banking  law  whieh  is  to  be  pre- 
sented to  CongreBS  ycm  will  have  to  recognize  eertain  conditioBsr  and 
halHts  of  miud  which  prevail  in  this  eoantry.  Tliese  co«ditio]i»wiIl 
have  to  be  observed  in  order  to  make  any  bill  aeeeptod  by  the  pabHc 
and  the  bank  notes  issued  by  virtue  of  it  given:  complete  oen#denoe. 
The  majority  of  men  in  business  now  do  not  know  a&3rthing  about  a 
bank  note  in  this  conntiy  exeept  as  it  is  a  secured  bank  note.  There- 
fore I  think  at  the  outset  there  will  have  to  be  maintained  securities 
against  the  largest  portion  of  the  issue  of  notes  or  else  a  OererBBieiit 
guaranty  as  good  as  a  bonded  seearity.  And  tken,  in  addition  to  tiiis, 
for  the  purpose  of  giving  play  to  what  is  termed  the  necessary  elaetioity 
of  the  oorrency  ^  there  emild  be  very  properly  issued  a  eertain  percentage 
of  notes,  regulated  by  a  tax,  against  the  credit  of  the  bank. 

Mr.  Johnson.  Over  and  above  the  amount  of  security  f 

Mr.  Eckels.  Yes;  over  and  above  the  amount  of  security. 

Mr.  McGiiifiABT.  An  emergency  feature  f 

Mr.  Eckels.  It  might  be  taken  out  at  any  time  the  banks  would  be 
wiUing  to  pay  the  tax. 

Mr.  FowLEB.  Is  it  not  true,  as  years  come  and  go,  that  such  notes 
would  normally  and  naturally  be  needed  for  all  the  more  sparsely  occu- 
pied reg&ms  of  the  country  and  might  not  at  all  be  needed  where  there 
is  a  large  amount  of  uMmey  depoeited* 

BANKS  ARE   CONDUCTED  FOB  PBOFIT. 

Mr.  Eckels.  In  preparing  any  banking  bill  I  think  as  a  practieal 
thing  it  mast  be  considered  whether  or  no  it  will  be  generally  adopted. 
It  would  be  difficult  to  have  it  successful  if  it  i^  not  acceptable  to  the 
banking  interests  which  it  is  proposed  shall  go  into  the  system.  There 
is^  of  coarse,  much  talk  about  the  prejudice  of  the  people  against  banks 
and  against  banking  interests,  but  the  fact  is  the  business  of  this- coun- 
try is  conducted  through  its  banks.  These  banks  are  not  institutions 
oonducted  in  whole  or  in  part  for  philuithropie  purposes  any  more  than 
any  other  business  enterprises.  The  men  who  go  into  the  banking 
bnsiifeees  go  into  it  because* there  is  for  them  a  margin  of  profit  in  it, 
and  they  go  out  of  it  whenever  there  is  no  margin  of  profit,  just  as  a 
man  goes  into  the  grocery  business  when  there  is  profit  in  so  doing, 
and  goes  out  of  it  when  there  is  no  profit. 

Mr.  Black.  I  would  like  to  ask  this  question :  As  I  understand  it, 
in  yonr  opinion  the  impairment  of  the  Government's  credit  during  these 
periods  of  agitation  has  contributed  more  than  any  other  one  cause  to 
the  present  condition  f 

Mr.  Eckels.  Tes;  that,  in  my  view,  has  been  the  cause  which  has 
brought  to  a  head  all  these  other  things. 

Mr.  Black.  How  does  that  consist  with  the  fact  that  whatever  the 
Government  has  offered  its  obligations  they  have  been  disposed  of  at 
very  good  rates!    Is  the  Government's  credit  very  seriously  impaired  f 

Mr.  Eckels.  In  the  mind  of  the  general  public,  especially  people  who 
are  dealing  with  us  abroad,  there  was  seriously  a  doubt  as  to  whether 
the  Government  could  maintain  the  indefinitely  repeated  payment  of 
§M.  for  its  demand  obligations. 

Mr.  Black.  Has  there  ever  been  a  period  when  those  people  hesitated 
to  take  the  Government  obligations  at  reasonable  rates? 

Mr.  Eckels.  Oh,  no.  I  think  the  people  generally  have  been  willing 
to  accept  the  bonded  obligations  of  the  Government  because  they  ran 
for  a  definite  period  of  time.  There  is  a  great  difference  as  to  whether 
the  Government  twenty  years  from  now  can  put  itself  in  ccmditiwa— -*— 
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Mr.  CooKB.  There  is  another  element — ^they  pay  an  income? 

Mr.  Eckels  (continuing).  To  meet  the  bonds  payable  at  that  time 
and  whether  it  can  to- morrow,  with  $100,000,000  of  gold  in  the  Treasury, 
redeem  more  than  $480,000,000  of  demand  obligations  if  they  were  all 
presented.  This  difference  is  accentuated  by  the  knowledge  that  the 
payment  of  a  bond  means  payment  and  cancellation,  while  the  payment 
of  a  demand  obligation  of  the  Government  under  the  law  means  but  ^ 
the  necessary  preparation  to  start  it  out  again  to  be  returned  for  repay-  ^ 
ment,  and  so  on  indefinitely. 

Mr.  Black.  You  make  a  distinction  between  demand  and  bond  obli- 
gations? 

Mr.  Eckels.  As  affecting  the  credit  of  the  Government,  yes. 

SILVER  BEDEEMABLE  IN  GOLD. 

Mr.  Black.  After  you  had  retired  the  greenbacks,  would  you  make 
the  silver  we  now  have — I  am  not  speaking  now  of  any  further  coinage 
of  silver,  but  would  you  make  the  silver  we  now  have  redeemable  in 
gold? 

Mr.  Eckels.  I  do  not  see  how  the  Government  could  do  anything 
different  as  long  as  it  declares  through  legislative  enactment  it  is  the 
policy  of  the  Government  to  maintain  the  parity  of  the  two  metals. 

Mr.  Black.  Then  you  would  make  the  silver  they  now  have  redeem- 
able in  gold? 

Mr.  Eckels.  I  think  it  is  incumbent  upon  our  Government  to  main- 
tain the  parity  of  the  two  metaJs. 

Mr.  Cooke.  If  the  impairment  of  the  confidence  of  the  country  and 
of  the  world  in  our  currency  brought  about  or  started  the  workiDg  of         V 
this  endless  chain,  why  did  not  that  occur  during  the  fourteen  years 
irom  1878  on,  when  we  were  buying  this  enormous  quantity  of  sUver? 

Mr.  Eckels.  For  the  simple  reason,  Mr.  Oooke,  that  at  that  time 
there  were  but  $346,000,000  of  demand  obligations  of  the  Government 
which  in  the  public  mind  were  redeemable  upon  demand  in  gold,  while 
by  1893  there  had  been  added  $152,000,000  more,  without  any  increase 
in  the  means  or  improvements  in  methods  of  meeting  the  increased 
liabilities. 

Mr.  Cooke.  Your  idea  is  that  there  was  a  culmination  of  the  condi- 
tions which  is  applicable  to  it? 

Mr.  Johnson.  And  the  act  of  1890  had  been  passed. 

Mr.  Eckels.  Yes;  but  it  is  known  that  from  the  passage  of  the 
Bland- Allison  act  there  had  been  more  or  less  discussion  of  the  ability 
of  the  Government  to  maintain  itself  and  to  maintain  its  silver  at  a 
parity  with  gold. 

Mr.  FowLEE.  The  terms  of  that  act  did  not  provide  they  should  be 
redeemed  in  coin. 

Mr.  Johnson.  The  gold  in  the  Treasury  fell  off  perceptibly  after  the 
passage  of  the  act  of  1890 ;  that  is,  receipts  of  gold  for  duties  on  imports? 

HOABDINO  GOLD. 

Mr.  Eckels.  For  the  reason,  among  other  things,  that  people  pre- 
ferred to  hold  or  hoard  their  gold. 

Mr.  OooKE.  Why  did  they  prefer  that? 

Mr.  Eckels.  For  the  simple  reason  that  they  knew  if  they  had  a 
gold  dollar  it  was  a  gold  dollar,  and  if  they  had  a  paper  demand  for  a 
dollar  in  coin  they  did  not  know,  in  the  first  instance,  whether  the 
Gh)vemment  would  have  the  gold  with  which  to  redeem  it,  and  in  the 
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second  instance  they  did  not  know  bat  that  it  might  be  redeemed  in  silver 
worthy  without  a  gold  support,  but  50  cents. 

Mr.  Johnson.  The  demand  for  the  redemption  of  notes  by  the  Treas- 
ury commenced  during  the  last  year  and  a  half  of  Mr.  Harrison's 
Administration,  did  it  not? 

Mr.  Eckels.  It  commenced  immediately  after  the  passage  of  the 
Sherman  silver  act.  But,  Mr.  Chairman,  the  fact  is,  when  that  bill  was 
under  discussion  there  was  not  a  prominent  fiuancier  in  Eurox)e  and 
scarcely  one  in  this  country  who  did  not  discuss  the  question  and  i)oiiit 
out  how  disastrous  the  outcome  would  be.  Some  of  the  foreign  corre- 
spondents, particularly  one  of  the  German  correspondents  for  one  of 
the  leading  papers  in  Berlin,  pointed  out  to  a  certainty  the  thing  which 
actually  came  to  pass,  namely,  that  within  three  years  the  law  would 
so  work  as  to  produce  a  fall  in  the  price  of  silver,  an  impairment  of 
American  credit,  and  a  widespread  panic.  The  actual  fact  is  that  at 
the  time  of  the  contract  with  the  syndicate  for  a  bond  issue — a  bond 
issue  which  has  been  more  criticised  than  any  other  made  by  this  Admin- 
istration— there  was  but  $8,000,000  of  gold  coin  at  the  command  of  the 
Treasury.  With  such  an  extreme  state  of  affairs  it  was  no  wonder  the 
people  thought  the  Government  was  not  going  to  be  able  to  maintain 
the  parity  of  the  two  metals. 

Mr.  Spalding.  There  was  no  raid  the  next  day  aft«r  the  contract  was 
madef 

Mr.  Eckels.  No,  for  it  was  known  the  preventive  measure  had  been 
taken. 

FISCAL  OPERATIONS  CAN  NOT  BE  CONDUCTED  ON  SENTIMENT. 

In  this  connection  permit  me  to  say  that  a  great  Government's  fiscal 
operations  can  not  be  conducted  simply  upon  patriotism.  They  can  not 
be  conducted  upon  sentiment,  either.  The  Government  has  no  right  to 
put  itself  in  a  position  where  it  is  either  a  mendicant  asking  aid  from 
outsiders,  or  a  weakling  at  their  mercy.  You  may  think  and  I  may 
think  it  is  a  bad  thing  of  those  who  have  demand  obligations  at  home 
to  present  them  at  a  time  when  the  Government  is  embarrassed,  yet, 
from  a  business  point,  they  are  not  to  be  blamed.  The  Treasury  De- 
partment ought  always  to  be  in  such  a  condition  that  it  would  not 
depend  upon  sentiment,  would  not  depend  upon  patriotism,  and  would 
not  find  it  necessary  for  its  protection  to  have  the  citizen  eliminate  all 
the  elements  of  selfishness  when  he  comes  to  deal  with  it.  It  ought  to 
be  exactly  on  the  same  footing  as  any  other  business  establishment, 
ready  and  willing  to  pay  the  Government's  debts  without  asking  leni- 
ency from  any  of  its  creditors.  It  certainly  ought  not  to  insist  on  fur- 
nishing the  means  for  its  own  destruction  voluntarily  and  then  complain 
if  those  means  are  employed  and  danger  is  threatened. 

Mr.  Hill.  You  were  considering  the  question  of  a  bond  guaranty  for 
currency.  So  far  as  that  guaranty  is  concerned,  which  would  be  the 
best  guaranty, currency  or  bonds,  if  such  a  system  is  to  be  adopted? 

Mr.  Eckels.  Well,  I  think  it  amounts  to  the  same  thing.  There  is 
no  difference.  Both  depend  for  safety  upon  the  financial  ability  and 
willingness  of  the  Government  to  maintain  its  obligation. 

Mr.  Hill.  There  is  a  difference  between  a  demand  guaranty  based 
on  a  Government  debt,  the  actual  bond  of  the  United  States  Govern- 
ment  

Mr.  Eckels.  Only  as  I  have  explained,  a  technical  one,  so  far  as 
security  to  the  note  holder  is  concerned. 
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THE  CANADIAN   SYSTEM. 

Mr.  Hell.  There  is  a  guaranty  in  Canada,  is  there  not! 

Mr.  EOKELS.  The  conditions  here  are  diii'erent  from  the  conditions  in 
Canada.  The  Canadian  system,  while  very  good  in  Canada,  would 
require  a  good  many  amendments  to  apply  here.    Here  banking  would  J 

necessarily  deal  with  a  larger  territory  and  a  great  many  more  interests.         ^ 

Mr.  SPAiJ)iNa.  Would  you  deem  it  advisable,  in  the  event  of  an 
extension  of  circulation  to  the  par  value  of  the  bonds  under  the  present 
banking  system,  that  they  should  be  compelled  to  keep  out  a  certain 
amount  of  circulation  f 

BSTXSBMINING  THE  VOIiUHE  OF  OUBBENOY  NEEDED. 

Mr.  Eckels.  No:  I  think  that  is  also  erroneous.  It  seems  to  melt 
must  be  recognized  that  if  the  banks  are  to  issue  the  currency  they 
nrast  themselves  determine  how  much  of  a  volume  is  needed  from  time 
to  time.  The  banks  can  always  be  depended  upon  to  keep  out  every 
dollar  they  can  use  profitably.  They  can  only  use  a  dollar  profitably 
when  the  people  want  it  and  have  security  to  give  to  obtain  the  loan  at 
it.  Thus  any  law  which  established  a  hard  and  fast  line  as  to  how 
much  the  banks  shall  keep  out  would  defeat  the  very  purpose  which  it 
is  desirable  to  reach  through  a  banking  law.  Under  the  operations  of 
it,  it  is  impossible  to  have  the  currency  issued  to  meet  the  varying 
wants  of  trade  and  commerce  from  day  to  day. 

Mr.  Cox.  I  want  to  call  your  attention  to  this  thought.  li^ow,  it  is 
admitted,  and  there  is  no  way  of  avoiding*  it,  that  the  duty  of  the  ^ 

United  States  Government  under  the  present  system  would  be  to 
redeem  the  silver  in  gold  if  it  is  demanded. 

Mr.  Eckels.  I  think  so;  I  do  not  think  there  is  any  question  ab<mt 
that. 

Mr.  Cox.  There  is  no  doubt  about  thatt 

Mr.  Eckels.  No. 

Mr.  Cox.  You  issue  bonds  as  you  take  up  these  demand  notes  and 
cancel  them.  You  think  that  would  obviate  the  necessity  of  keeping 
any  reserve  for  4)he  redemption  t  Now,  let  me  call  attention  to  this  fac^ 
would  not  you  be  under  the  necessity  of  holding  a  reserve  tor  the 
redemption  of  the  silver  Y 

Mr.  Eckels.  I  would  not  say  it  would  obviate  all  the  necessity,  but 
I  think  if  you  made  a  beginning,  showing  that  tiie  policy  of  tbe  Gov- 
ernment wa^  to  curtail  these  issues  instead  of  following  the  policy  of 
increasing  them,  it  would  go  a  long  way  toward  ridding  the  country  of 
the  difficulty. 

Mr.  Cox.  You  do  not  think  it  would  be  complete? 

XBOAL  TENDER  BETIREMENT  THE  FIBST  STEP  TOWABB  BELIEF. 

Mr.  Eckels.  No;  I  think  it  would  be  simply  a  step.    The  country  ^ 

has  gotten  itself  into  a  very  bad  situation,  and  some  time  it  must  make  ^ 

a  start  in  the  right  directioi  to  get  out  of  it.  The  first  stop  to  that  end 
would  be  to  pay,  retire,  and  cancel  legal  tonders,  and  then  give  to 
the  banks  the  right  of  issuing  all  credit  currency.  The  right  to  issne 
should  carry  with  it  and  place  upon  the  banks  the  duty  of  redeeming 
in  gold  tbe  obligations  which  they  put  ^rth. 

Mr,  MgCleabt.  I  come  back,  as  you  have  the  happy  faculty  of 
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ezpiesaing  tbingg^  to  the  elementary  qnestioii,  and  in  asking  it  I  put 
a  question  which  is  in  the  minds  of  thoasandsof  people  who  are  study- 
ing this  question  and  who  have  not  an  opportunity  to  ask  it  of  you 
themselves,  Wherein  is  the  difference  between  your  bank  redemption,  if 
it  is  a  deoQiMid  obligation,  and  the  Government  redemption,  if  it  is  a 
demanri  obligation  Y 

CBSDIT  OUKBBNOT. 

Mr.  Eckels.  The  only  differenee  is  that  it  is  not  the  business  of  the 
Government,  nor  is  it  wise  for  it,  to  issue  credit  currency.  No  Govern- 
ment has  ever  yet  successfully  done  so.  As  stated  by  Mr.  Walker, 
when  there  is  placed  in  the  hands  of  the  Treasury  Department,  in  a 
Congcesaional  enactment,  the  issuance  of  credit  currency  it  is  made  a 
continual  subject  of  Congressional  legislation.  Through  the  operation 
of  such  a  law  there  is  created  in  the  minds  of  i)eopto  the  idea  that 
somehow  the  Government  can  create  values.  It  is  made  possible  to 
have  issued  a  volume  of  currency  which  would  be  so  large  in  volume 
that  the  Government  would  not  be  able  to  redeem  it.  If  it  is  taken  from 
institutions  which  are  organized  with  all  the  machinery  for  regulating 
the  volume  and  providing  for  its  redemption,  a  function  which  exx>eri- 
ence  has  shown  they  best  are  able  to  meet,  and  given  to  the  Govern- 
ment without  such  machinery,  it  becomes  a  question  of  doubt  whether 
in  the  oontinuing  change  of  political  parties  there  will  not  always  be  a 
ehange  in  the  amount  of  currency  to  be  issued  or  the  amount  to  be 
retired,  and  the  character  and  value  of  the  same. 

Mr.  MgOlsiabt.  Then  the  di£forence  is  circumstantial  rather  thaaoi 
essential! 

Mr.  Eckels.  The  difference  is  circumstantial,  but  the  circumstances 
are  so  strong  that  the  history  of  all  finandal  operations  demonstrates 
that  no  Government  has  ever  successfully  accomplished  it.  Whenever 
Governments  have  undertaken  it  the  end  has  always  been  a  loss  to  the 
people. 

The  Chatbman.  Let  me  ask  this  question.  You  said  this  is  circum- 
stantial. I  want  you  to  elaborate  that,  becaase  those  words  alone  would 
be  entirely  misleading. 

Mr.  Eckels.  If  you  will  state  your  question,  Mr.  Walker! 

The  Ghaibman.  Is  it  not  a  fact  that  there  is  no  conceivable  way  for 
a  Government  to  issue  currency  directly  except  by  purchasing  thittgs 
that  the  Government  consumes  in  some  form! 

Mr.  Eckels.  Yes,  that  is  true. 

The  Ohaibman.  Secondly,  when  a  bank  issues  currency,  instead  of 
buying  something  it  sells  something, or  rather  it  sells  and  buys;  it  sdls 
something — its  capital — for  a  greater  sum  than  it  buys  the  same  thing 
baek  for  at  a  subsequent  period.  Is  it  not  a  fact  that  when  a  bank 
issues  currency  it  has  on  the  property  of  the  signer  and  indorser  of  the 
note  iar  from  $10  to  $100,  or  any  sum,  a  guarantee  for  the  return  to  it  of 
a  larger  sum  than  it  sells,  and  uses  the  payment  directly  or  indirectly 
to  redeem  the  very  thing,  while  the  Government  has  nothing  to  redeem 
with!    The  Government  has  consumed  it  in  salaries,  etc.! 

Mr.  Eckels.  Yes,  I  think  that  is  so. 

The  Chaibhan.  So  that  the  bank  has  a  larger  sum  to  redeem  its 
notes  whenever  they  come  to  be  redeemed  than  it  gave  when  it  gave 
them  out,  and  the  Government  has  absolately  nothing! 

Mr«  Eckels.  Yes,  I  think  that  is  so. 

The  Chatbman.  Those  are  the  circumstances  to  which  you  refer! 
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Mr.  Eckels.  And  the  other  circumstance  whicli  is  a  factor  is  the 
drcnmstance  of  the  bank  having  the  machinery. 

The  Ohaibman.  The  bank  has  the  machinery  and  has  the  wealth  to 
redeem  the  notes. 

Mr.  Eckels.  There  is  another  point  to  be  considered.  With  all  dne 
deference  to  the  ability  of  those  who  have  to  do  either  with  the  making 
of  the  laws  or  those  who  have  to  do  with  the  administration  of  them  ^ 
in  the  Treasury  Department,  legislators  and  Treasury  officials  have 
not  all  the  required  facilities  for  knowing  the  amount  of  currency 
needed  and  the  time  at  which  it  is  needed,  that  the  banking  institutions 
of  the  country  have.  These  institutions  are  not  massed  in  a  single 
locality,  but  are  located  in  every  portion  of  the  country. 

Mr.  McGleabt.  That  is  a  part  of  the  circumstances? 

Mr.  Eckels.  That  is  one  of  the  circumstances  and  one  of  the  strong 
facts. 

Mr.  McGleabt.  I  did  not,  perhaps,  make  my  question  clear  to  you. 
Granting  the  fact  that  there  is  a  certain  issue  of  demand  loans  out- 
standing, granting  something  arises  to  call  for  redemption  of  those 
demand  notes,  where  is  the  redemption  by  the  bank  different  from  and 
better  than  the  redemption  by  the  Government? 

NOTE  ISSUING  NOT  A  FUNCTION  OF  GOVEENIOINT. 

Mr.  Eckels.  Simply  this,  Mr.  McCleary,  the  banks  can  better  pro- 
tect themselves  than  the  Government.  The  Government  to  protect 
itself  must  go  through  all  the  details  of  issuing  bonds,  the  advertising 
of  its  impoverished  condition,  the  stirring  up  of  people  on  the  subject  >^ 

of  the  creation  of  unnecessary  debt,  the  substituting  of  an  interest-  -- 

bearing  debt  for  what  they  term  a  noninterest-bearing  one,  and  the 
making  of  a  political  issue  out  of  a  business  proposition  and  necessity. 
I  do  not  believe  note  issuing  is  one  of  the  functions  which  the  Govern- 
ment can,  for  the  best  interest  of  the  people,  properly  exercise.  There 
are  many  functions  of  government  which  State  and  city  corporations 
deriving  their  power  from  the  people  might  rightfully  exercise,  but 
which,  for  purposes  of  public  policy  and  for  the  purpose  of  contributing 
to  the  best  interest  of  the  individuals,  they  grant  to  corporations  or 
individuals  who,  under  the  circumstances,  can  better  carry  them  out. 
Undoubtedly  circumstances  might  arise  where  a  city  could  do  better  if 
it  maintained  its  own  electric-light  or  gas  plant.  There  are  other  cir- 
cumstances which  would  arise  which  would  make  it  unprofitable  for  a 
city  to  go  into  this  sort  of  thing.  As  a  rule,  however,  it  seems  to  me 
the  business  of  the  Government  is  to  do  only  those  things  which  can 
not  best  be  done  by  the  individual,  either  in  his  individual  capacity  or 
through  created  corporations. 

The  Chairman.  Let  me  ask  one  question.  Is  it  not  a  fact  that  the 
Government  can  not  successfully  issue  greenbacks,  paper  money,  unless 
it  does  all  the  other  things  that  banks  do  and  which  make  it  safe  for 
banks  to  do  it! 

THE  GOVERNMENT   AS  A  BANKER.  ^ 

Mr.  Eckels.  Yes,  I  do  not  think  there  is  any  question  about  it.  The 
Government  to  do  these  things  successfully  must  have  of  its  Treasury 
Department  a  complete  bank.  See  what  this  Government  has.  This 
Government  has  a  Treasury  Department  issuing  its  promissory  notes 
like  a  bank  of  issue  without  the  Secretary  of  the  Treasury,  its  governing 
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power,  being  given  nnqaestioned  power  in  law  to  redeem  them  or 
protect  the  Treasury's  credit.  More  than  once  the  point  has  been  raised 
in  Congress  that  he  has  no  legal  right  to  issue  bonds  for  such  purpose, 
and  the  same  thing  was  seriously  discussed  in  more  than  one  speech 
during  the  last  campaign.  Upon  the  one  hand,  it  thus  appears  that  the 
Government  is  a  bank  of  issue  denied  essential  powers,  while  on  the  other 
it  is,  because  of  the  subtreasury,  a  bank  of  deposit  equally  deficient  in 
every  necessary  essential  to  such  a  bank.  It  takes,  through  this  system, 
out  of  the  channels  of  trade  and  commerce  large  sums  of  money  every 
day  and  locks  them  up.  It  does  not  disburse  these  sums,  as  banks  of 
deposit  do.  and  in  consequence  works  a  dangerous  congestion  and  con- 
traction or  needed  fands,  which  not  infrequently  must  be  disbursed  at 
great  loss  to  the  Treasury.  When  the  note-issuing  functions  of  the 
Government  are  vested  in  institutions  created  for  the  purpose  of  deal- 
ing in  debts,  lending  credit,  obtaining  credit,  maintaining  credit,  and 
issuing  and  redeeming  bank  notes,  much  has  been  accomplished,  but 
the  advance  can  be  made  still  greater  by  abolishing  the  subtreasury 
and  having  the  fiscal  operations  of  the  Government  conducted  in  a  way 
that  does  not  arbitrarily  take  out  of  the  needs  of  commerce  the  large 
sums  which  it  now  does. 

As  it  is  to-day,  I  repeat,  the  Government's  Treasury  is  a  bank  of  note 
issue  without  a  single  element  of  note-issue  power  necessary  to  the  main- 
tenance of  it,  and  a  bank  of  deposit  without  a  single  essential  element 
to  a  bank  of  deposit.  As  a  result  of  these  two  features  the  Govern- 
ment's fiscal  operations  have  become  the  largest  factors  in  the  private 
fiscal  operations  of  every  private  individual.  No  private  individual  in 
this  country  undertakes  to  conduct  large  operations  until  he  has  tried  to 
ascertain  what  the  Government  is  going  to  do  in  its  financial  operations. 

Mr,  Fowler.  If  you  will  allow  nie,  I  do  not  think  you  just  answered 
the  point  Mr.  McCleary  wanted  to  cover,  and  tliat  is,  why  can  the  banks 
better  maintain  these  redemptions  than  the  Government,  and  the  point, 
as  I  understand  his  question,  is  this,  that  if  the  Government  has 
$100,000,000  of  gold  to  maintain  $500,000,000,  the  banks  to  maintain 
the  $500,000,000  must  have  $3,000,000,000  of  the  assets  of  the  banks? 

Mr.  Eckels.  I  think  that  is  embodied  in  the  reply  that  they  have 
the  machinery  for  doing  it  and  the  Government  has  not. 

The  Chairman.  It  has  the  wealth. 

Mr.  Eckels.  Wealth  is  part  of  that  machinery. 

The  Chairman.  Wealth  is  the  machinery — the  various  forms  of 
wealth. 

Mr.  Fowler.  Machinery  produces  wealth. 

Mr.  McCleary.  If  they  did  not  have  the  gold  they  would  have  to 
get  it. 

Mr.  Eckels.  They  could  get  it  because  th^y  have  the  means  which 
causes  those  who  have  the  loanable  and  investable  capital  to  believe 
and  know  that  that  money  which  they  are  asked  to  loan  to  the  banks 
will  be  returned  to  them. 

Mr.  Cooke.  Look  at  it  in  this  light.  Suppose  there  was  a  strong 
tendency  of  gold  to  leave  the  country,  can  the  bank  get  hold  of  that 
gold  easier  than  the  Federal  Government,  assuming  that  the  volume  of 
export  is  going  to  be  largely  of  gold? 

Mr.  Eckels.  Yes;  for  the  reason  that  the  banks  can  immediately 
offer  to  those  who  are  to  come  into  possession  of  that  gold,  or  who  are 
obtaining  it,  a  rate  of  interest  which  makes  it  more  to  their  advantage 
to  keep  the  gold  here  than  to  send  it  abroad. 
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BOLD  OOBS  WREBB  IT  IB  ITBEDBD. 

The  OHATBKiLN.  I  want  to  call  yonr  attention  to  a  tactj  in  order  to 
baM  my  qaoBtion  npon  it,  that  of  the  imports  and  exports  of  gold,  not 
having  tiie  efieet  to  protect  the  balanee  of  tractey  oo  fiur  as  J^g^laadis 
oonoemed,  or  any  foreign  cctmiiy,  00  iar  as  we  know,  in  ISSt  we 
increased  our  g«M  holdings  here  #^,000,000 ;  in  1986  we  increased  it  fay 
•58,000,000;  in  1889  we  lost  $18,000,060;  in  1898  we  gained  $27,000,000; 
in  1891,  the  next  year,  w«  lost  $34,000,000 ;  in  1692  we  gained  $33,000,000 ; 
in  1893,  the  year  of  the  xMiuic,  we  lost  $57,000,000,  and  the  next  year  we 
gained  $35,000,000.    In  those  six  years  we  lost  $103,500,000,  and  we 

fained  $95,500,000,  which  shows  we  odIv  lost  during  those  years  about 
8,000,000  of  gold,  and  we  have  gained  in  1895  and  1896  yery  many 
times  more.  Kow,  I  want  to  ask  if  it  is  not  a  fact  that  it  certainly  will 
return  when  there  is  an  economic  demand,  without  any  reference  what- 
ever to  trade  or  trade  balances  Y  Does  it  not  always  go  to  those  places 
where  the  rates  of  interest  are  above  the  normal  and  leave  those  places 
where  the  rates  are  below  the  normal  Y  Is  not  that  shown  by  the  expe- 
rience of  the  Bank  of  England  Y 

Mr.  Eckels.  There  may  be  other  circumstances 

TheOHAiBMAN.  I  am  supposing  circumstances  to  be  equal  as  to 
confidence. 
Mr.  E0KEL6.  Circumstances  being  equal  as  to  credits. 
The  Ohaibman.    As  to  the  confidence  in  its  return  and  the  rate  of 
interest,  the  rate  of  interest  settles  it  Y 
Mr.  EoKELS.  There  may  be  exceptional  cases. 
The  Chaibmaw.  Did  you  ever  hear  of  oneY 

Mr.  Eckels.  Where  the  gold  does  not  go  to  the  place 

The  Chairman.  Which  has  the  higher  rate  of  interestY 
Mr.  Eckbls.  I  suppose  there  may  be  cases,  but  as  a  general  rule  it 
goes  to  the  place  where  the  rate  of  interest  offered  is  the  highest  and 
where  the  probabilities  of  its  returns  are  best. 

SOABCITT  OF  CtTBKBNCT   TN  BUBAL  SBCTIONS. 

Mr.  JoHNSOX.  I  want  to  ask  a  question  on  another  branch  of  the  sub- 
ject. There  are  certain  sections  of  t^e  country  known  as  the  rural  or 
agricultural  sections  where  there  is  a  great  scarcity  of  money  with  which 
to  eftect  the  ordinary  exdtanges  of  the  people  and  where  at  certain  sea- 
sons of  the  year  known  as  the  ^^  crop  moving  periods"  money  can  not 
be  obtained  for  marketing  the  crops,  except  wi&  great  difficulty  and  at 
a  very  high  rate  of  intecest.  New,  what  I  want  to  ask  you  is,  do  you 
hold  the  banking  and  currency  system  in  any  degree  responsible  fer 
ttiis;  and  if  so,  what  remedy  would  you  soggestY 

BBANCH  BAKK8. 

Mr.  Ecebls«  I  do  nat  think  that  the  banking  and  cuiramqr  condi- 
tions of  the  country  are  so  much  responsible  for  ttot,  as  I  belieye  the  peo- 
ple lack  credit  or  the  means  and  channels  ttnoagh  wmch  to  obtain  credit. 
Mr.  Gallatin,  Secretary  of  the  Treasury,  said,  when  some  one  spoke  of 
the  lack  of  money,  such  persons  genezally  meant  that  for  them  there 
was  a  lack  of  credit,  or  else  they  had  not  the  thing  which  entitled  them 
to  credit.  There  are  many  sections  of  the  country  which  ought,  with 
that  which  they  have,  to  obtain  credit,  but  they  have  not  the  meaBS  of 
having  the  fact  brought  to  the  attention  of  tiiose  who  have  loanable 
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sioife^.  I  would  reach  these  dftSMB  by  the  branch  banks  which  would 
do  a  deposit  aad  discooiit  basiaess.  Very  many  of  them  can  not  be 
raa^ed  by  independent  banks,  for  many  of  these  oommnnitieB  hare  not 
Buffloioit  snrplns  capital  exclnsive  of  the  requirements  of  their  ordinary 
business  needs  to  furnish  the  capital  of  a  bank,  and  therefore  they  must 
depend  upon  having  that  capital  brought  from  the  outside.  Branch 
banks  would  be  the  means  of  importing  such  outride  capital  and  of 
lowering  prevailing  exorbitant  rates  of  interest. 

Mx.  JoHirsoN.  You  know  that  this  scarcity  of  money  prevails  in  some 
sections  of  the  country  where  ihe  people  have  pirox>erty  to  exchange, 
and  where  there  is  a  great  necessity  of  efiecting  the  exchanges  t 

Mr.  Black.  Will  you  allow  me  in  that  connection  to  state  as  a  fact 
that  I  know  sections  of  the  country  where,  if  you  go  to  the  bank  with 
its  own  stock,  worth  on  the  market  from  $165  to  $170,  or  with  a  United 
States  bond,  yim  have  got  to  pay  8  per  cent  interest  for  money,  when 
in  otiier  sections  of  the  country  with  the  same  security  you  can  get  it 
&ir4eir  5f 

Mr.  Johnson.  I  am  told  that  the  rates  are  even  higher  in  some  local- 
ities than  8  per  centY 

Mr.  JBcEBiiS.  That  arises  because  there  is  no  loanable  capital  there. 

Mr.  SPALDma.  Is  it  not  a  fact  that  in  large  rural  districts  where 
cotton,  wool,  and  all  farming  products  are  raised,  the  farmer  wants  the 
currency  and  he  takes  Ite  currency  and  the  currency  becomes  very 
scarce,  and  it  has  to  be  transported  into  those  places  in  order  to  supply 
t^ir  needs  t 

Mr.  fiOKEiiS.  There  is  another  reaeon,  I  think,  that  enters  into  it. 
Mr.  Johnson,  or  some  member  of  the  committee,  said  that  he  knew  of 
a  condition  of  affitirs  where  there  were  people  in  a  community  that  had 
Tsry  large  amounts  of- money,  or  individuals  had 

Mr.  Blaok.  Had  large  amounts  of  security. 

Mr.  Johnson.  Had  property  and  secnri^,  and  wanted  to  effect 
exefaanges,  but  t^re  was  a  scarcity  of  money — the  x>eople  could  not 
^stit. 

Mr.  fiOEEiiS.  I  think  the  remedy  for  this  condition  would  be  ftmnd 
if  in  communities  where  there  is  a  great  scarcity  of  money — ^that  is,  no 
single  individual  has  more  than  a  very  little— -there  were  banks  estab- 
huBted  of  deposit  and  discount,  ^nd  the  people  of  such  communities 
used  these  banks  for  the  deposit  even  of  the  small  sums  which  they 
have.  The  aggregate  of  these  would  make  a  large  number  of  dollars, 
eaoh  one  being  in  active  use  at  all  times  instead  of  remaining  idle.  It 
wonld  soon  come  about  that  instead  of  paying  for  produce  and  property 
by  the  transfer  of  currency  from  hand  to  hand  they  would  give  in  lieu 
Sleeks  and  credit  instruments.  In  this  way  every  dollar,  instead  of 
bearing  a  single  transaction  would  bear  a  great  many  transactions  and 
become  an  efficient  dollar.  There  are  rnnay  things  no  banking  law, 
no  matter  how  excellent,  can  remedy.  Every  new  country  has  to  pass 
through  a  period  of  inoonvenience  arising  from  the  lack  of  proper  facili- 
ties &  farxnging  about  the  exchange  of  pix^rty.  It  is  beyond  the 
power  <fi  the  law  to  do  at  once  that  which  can  only  come  about  in  time 
and  favoring  physical  conditions.  There  must  always  be  sparsely  set- 
tled conmranities  which  will  sufler  from  t^e  inconveniences  which  Mr. 
Black  speaks  of  having  seen  and  of  which  other  ntembers  of  the 
eommittee  are  cognizant. 

Mr.  Johnson.  What  I  am  trying  to  get  at  is  this.  There  is  undoubt- 
edly a  lack  of  distribution  of  currency  throughout  the  country,  and 
Maro  many  communities,  ^rricultural  communities,  in  which  there 


252  PINANCUL  AND  BANKING   SITUATION. 

is  property  which  the  owners  and  holders  desire  to  exchange,  bat  they 
have  not  the  money  with  which  to  effect  the  exchanges,  and  there  are 
communities  in  which  at  certain  times  they  want  to  nse  a  great  deal  of 
money — ^for  instance,  they  want  to  make  improvements  cat  of  the  usual 
line  or  they  want  to  move  the  crops — and  yet  they  can  not  get  the 
money  except  at  an  extraordinary  rate  of  interest.  Now,  is  not  the 
banking  and  currency  system,  as  it  now  exists,  responsible  for  this  -^ 
scarcity  of  money  and  this  high  rate  of  interestt  ^ 

Mr.  Eckels.  I  think  not,  except  that  these  people,  if  given  banking 
facilities,  which  I  think  can  only  be  given  them  by  branch  banks  or 
banks  of  smaller  capital 

Mr.  Johnson.  What  good  would  it  do  to  offer  such  localities  a  bank 
or  a  branch  bank  if  there  is  not  sufficient  prospect  for  profit  to  induce 
the  people  to  avail  themselves  of  the  offer  and  establish  the  bank  there  Y 

Mr.  Eckels.  Because  those  branches  would  take  from  the  parent 
bank  the  amount  of  money  needed  in  that  community  to  transact  the 
business.  Such  a  community,  it  would  be  found,  would  not  possess 
capitsd  to  establish  an  index>endent  bank,  and  therefore  if  it  was  not 
imported  it  would  be  obliged  to  get  along  without  any  bank. 

Mr.  Johnson.  But  if  there  is  no  profit  on  the  circulation  of  the  notes 
they  would  not 

NO  PROFIT  TO  BANKS  ON  CIBOULATION. 

Mr.  Eckels.  The  profit  of  a  bank  in  this  country  is  not  on  the  cir- 
culating notes;  the  profit  of  a  bank  is  on  the  discounts  and  deposits. 

Mr.  Johnson.  I  know,  but  there  must  be  some  profit  on  the  circula- 
tion of  the  note  in  order  to  induce  the  bank  to  issue  themY  ^ 

Mr.  Eckels.  The  branch  banks  would  undoubtedly  circulate  there 
the  notes  of  the  parent  bank  or  gold. 

Mr.  Johnson.  It  is  alleged,  and  justly  alleged,  against  the  existing 
national-bank  law,  is  it  not,  that  it  discourages  the  issue  of  circulating 
notes  by  not  affording  sufficient  opportunities  to  the  banks  for  profit 
on  the  circulationY  What  good,  then,  would  it  do  these  communities 
to  which  I  have  referred  to  establish  national  banks  there,  with  the 
provisions  for  issuing  notes  as  they  now  are?  What  I  am  driving  at  is 
this,  will  not  this  lack  of  money  in  ^ese  agricultural  communities  be 
much  more  likely  to  be  supplied  if  a  system  of  banking  and  currency 
is  devised  whereby  the  issuing  of  the  circulating  notes  by  the  bank  is 
made  less  expensive  to  the  bank  than  it  is  under  the  existing  system  t 

Mr.  Eckels.  I  think  that  is  so.  The  fact  that  there  is  no  profit  in 
circulation  is  the  reason  why  the  banks  do  not  take  more  out. 

Mr.  Johnson.  The  more  profit  on  the  circulation  the  more  likely  that 
banks  will  be  established  in  these  localities.  They  are  not  going  to  be 
organized  as  banks  of  issue  when  there  is  no  profit  to  be  made  out  of 
circulation. 

Mr.  Eckels.  But  I  think  if  branch  banks  were  established  they  not 
only  would  bring  in  outside  capital,  but  in  every  community,  no  matter 
how  poor  it  is,  a  large  amount  of  money  would  go  into  these  banks  as        ^ 
depositiS  and  thereby  increase  the  loanable  capital  of  that  community 
with  a  corresponding  reduction  in  interest  charges  to  borrowers. 

Mr.  Fowler.  I  would  like  to  put  a  case  which  has  been  brought  to 
my  attention.  A  gentleman  who  was  traveling  in  Iowa  told  me  this 
last  fall  that  they  had  an  enormous  com  crop,  a  fabulous  crop,  but  an 
early  frost  came  on  that  country,  damaging  a  great  portion  of  that  crop, 
making  it  what  we  call  soft,  and  therefore  in  an  unsalable  condition 
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and  the  only  way  to  save  that  com  was  to  buy  steers  from  Idaho 
and  such  portions  of  the  country  and  bring  them  into  Iowa  and  feed 
them  with  this  soft  corn,  and  it  was  absolutely  impossible  for  those 
men  to  borrow  any  money  in  the  State  of  Iowa  with  which  to  buy  the 
cattle  and  feed  them,  although  it  would  be  the  best  security  in  the 
world,  and  hence  this  immense  crop  of  corn,  so  far,  at  least,  as  this 
soft  com  was  concerned,  is  rotting  to-day  in  the  cribs  of  Iowa,  very 
much  to  the  discontent  of  the  people. 

Mr.  Eckels.  There  are  things  you  can  not  regulate  by  law  and  you 
cannot  make  people  do  by  law.  One  of  the  great  troubles  of  the  coun- 
try to-day  is  that  every  man  is  depending  upon  the  law  to  lift  him  out 
of  some  difficulty  or  is  asking  the  law  to  give  him  some  individual 
advantage.  The  result  is  that  he  is  not  dependent  upon  himself,  and 
thus  he  fails  to  make  his  individual  efforts  count  for  very  much. 

ISSUING  NOTES  OP  PRIVATE  BANKS. 

Mr.  FowLEB.  Let  me  put  the  question.  Suppose  a  farmer  lived  in 
that  place,  and  he  had  1,000  or  5,000  bushels  of  corn,  and  wanted  to  buy 
these  steers,  and  he  could  not  borrow  the  money  from  the  banks  if  he 
were  a  wealthy  man.  Would  it  not  have  been  a  good  exchange  and  to 
the  interest  of  the  private  banks  to  have  issued  their  own  notes  for  the 
notes  of  the  men  who  were  in  that  kind  of  business,  and  would  not  the 
notes  have  been  perfectly  safe,  and  would  not  they  thereby  have  saved 
this  vast  com  crop  of  lowaf 

Mr.  Eckels.  Oh,  yes;  I  think  that  is  probably  so. 

The  Chairman.  Is  it  not  a  fact  that  where  a  bank  issues  its  currency 
free  against  its  assets,  which  was  done  in  the  Suffolk  system  of  !N'ew 
England,  with  which  you  are  familiar,  the  currency  earned  a  rate  of 
interest  charged  by  the  bank  issuing  it  upon  its  loans  and  discounts, 
while  out! 

Mr.  Eckels.  Yes. 

The  Chairman.  Then,  is  it  not  true  that  this  interest  earned  to  the 
banks  lessens  the  rate  of  interest  for  loans  and  discounts  that  the  banks 
are  supposed  to  charge  in  order  to  pay  the  same  dividends  on  their  stock  f 

Mr.  Eckels.  That  would  seem  to  follow  your  proposition. 

The  Chairman.  Let  me  call  your  attention  to  this  fact,  that  in  1856 
Vermont  issued  currency  through  its  banks  103  per  cent  to  its  capi- 
tal stock,  and  that  was  part  of  the  Suffolk  system.  I^ow,  if  that  was 
80,  maintaining  its  full  rates  on  loans  and  discounts  it  could  loan  all  its 
other  assets  for  nothing,  except  to  pay  its  expenses  and  to  pay  the  rate 
of  interest  on  its  capital  stock  that  it  received  on  its  loans  and  dis- 
counts, might  it  not — that  follows  f 

Mr.  Eckels.  Yes,  that  too  follows  the  statement  you  have  made. 

The  Chairman.  Now,  New  York  city,  in  that  same  time,  only  loaned 
11  per  cent  of  currency  on  its  capital,  it>  having  that  in  circulation  only 
because  it  comes  back  to  banks  so  quickly  in  cities.  Now,  is  not  that 
relatively  the  difference  between  the  ability  and  probability  of  banks 
in  agricultural  districts  being  able  to  keep  their  currency  out,  as  com- 
part with  banks  in  cities?    That  is  true,  is  it  not! 

Mr.  Eckels.  I  think  that  conclusion  would  follow  the  premises  you 
have  laid  down. 

The  Chairman.  Now,  to-day  it  appears  that  these  same  Vermont 
banks  only  issued  49  per  cent  in  currency  on  their  capital,  and  New 
York  only  7  per  cent.  I  want  to  call  your  attention  to  another  thing. 
In  Vermont,  in  1856,  the  percentage  of  loans  and  discounts  through 
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bftiiks  to  the  total  of  their  capital  and  deposits  was  115.7  per  os&L 
To-day  the  loans  and  discounts  to  the  total  of  their  capital  and  deposits 
are  only  70  -per  cent,  showing  that  in  1856  the  proportion  to  the  capital 
and  deposits  of  loans  and  discounts  was  46^  x>er  cent  more  than  to-day. 
Is  there  any  doubt  about  that  being  a  hardship? 

Mr.  Eckels.  I  should  think  in  Vermont,  now,  they  are  able  to  obt^m 
all  the  money  they  can  use.  ^' 

The  Ohaibman.  That  is  not  the  question.  The  point  I  Btake  is  that 
rates  are  relatively  one-third  higher  now  than  in  1856.  Is  it  not  a  fact 
that  all  the  money  that  is  paid  into  the  bank  other  than  it  issues  itselj^ 
paper  money,  that  its  customers  do  not  want,  but  want  instead  to  use 
drafts  and  cheeks,  displaces  the  amount  of  their  capital,  that  is,  if  the 
customers  want  to  use  checks,  etc.,  rather  than  currency  t 

Mr.  £o££LS.  I  do  not  exactly  understand,  Mr.  Walker,  how  you  mMa 
it  displaces  this  capital! 

The  GHAISMAI9.  I  mean  to  say  it  haa  decreased  the  ability  to  loan. 
Now,  in  Ifew  Tprk  in  1856  the  percentage  of  loans  and  discounts  in 
proportion  to  its  capital  and  deposits  was  87.8.  To-day  it  is  96.d^  so 
they  are  loaning  to-day  10.4>  more  on  the  scume  ftinds  under  tktb  present 
system  than  in  1856.  I  bring  this  to  your  attention  to  shaw  yoa  the 
banking  system  we  have  is  worldng  very  great  hardship  on  the  agri- 
cultural districts,  while  it  is  working  a  benefit  to  the  cities  as  compared 
with  the  country. 

FAOIIilTIES  OF  BANKS70  IN  OITIBS. 

Mr.  Eckels.  That  is  probably  so.    As  I  have  stated,  the  i>eople  send 
their  money  where  they  can  make  the  most  on  it  and  consider  the        > 
investment  the  safest.    They  apparently  make  the  most  in  the  citiaa, 
or  at  least  they  know  that  it  can  always  be  invested  by  those  ia  t^ 
cities  through  the  banking  advantages  which  they  possess. 

The  Chairman.  But  would  not  the  money  be  sent  backt  XTndw  the 
Suffolk  system  the  money  would  have  inunediatdy  gone  back  to  the  bunks 
that  issue  it. 

Mr.  Eckels.  Undoubtedly  that  is  so,  if  there  was  a  properly  adjusted 
banking  system.  Give  to  the  country  the  facilities  of  banking  which 
under  proper  restrictions  they  could  maintain,  and  it  would  be  found 
that  a  large  proportion  of  th^  money  which  now  goes  to  the  cities  to 
obtain  a  very  small  profit  would  remain  in  the  sections  of  the  country 
where  a  larger  profit  could  be  made.  Money  now  goes  to  the  cities  for 
the  same  reason  it  goes  anywhere  else.  It  goes  there  because  tiie 
people  who  own  it  know  it  can  be  employed  at  a  certain  rate  of  proAt 
and  because  they  have  the  means  of  knowing  it  can  be  so  employed. 
If  other  channels  are  opened^  giving  the  same  means  of  information  as 
to  tJie  ability  of  those  who  are  going  to  use  it  to  return  that  whieh  is  bor- 
rowed when  it  is  wanted,  those  sections  of  the  country  will  be  proivided 
with  the  money  which  is  unnecessary  and  a  burden  to  the  great  citieB. 

The  Chaibman.  New  York  has  about  $60,000,000  above  its  normal 
reserve.    Is  it  not  a  fact  that  $60,000,000  is  in  legal  tenders.  Treasury 
notes,  silver  certificates,  and  that  nothing  can  be  done  with  it,  thare  is        ^ 
no  place  to  send  them,  but  they  must  keep  them  in  their  banks?    That 
is  true,  is  it  not?   • 

Mr.  Eckels.  Yes. 

The  Ohaibman.  Now,  if  every  dollar  of  currtacy  was  issued  by  the 
banks  themselves,  that  accumulation  never  would  occur,  because  the 
cuzr^iey  would  have  been  sent  back  to  the  banks  issuing  itl 
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Mr.  EoKiBLS.  There  is  no  qwostimi  aa  to  that. 

The  Ghaibman.  So  that  luiider  oar  presoit  system  there  is  no 
macfamerj  by  which  to  send  this  meoey  back  into  the  country  where 
ilia  needed,  becanse  it  is  issued  by  the  Government,  and  wherever  it 
drifts  there  it  most  stay;  whereas  if  it  was  issued  by  the  banks^  wh^i 
paid  into  another  bank  it  wouM  be  immediately  sent  back  to  the  bank 
that  issued  it.  Again,  doea  it  not  follow  necessarily  that  the  banks,  in 
o^er  to  make  a  profit  on  currency,  would  have  to  seek  out  and  would 
seek  out  for  tli^r  own  srif  interest  persons  in  their  community  to  whom 
th^  could  loan  it,  aiMl  who  could  use  it,  and  thereby  make  a  profit  to 
the  bank,  which  would  in  fact  result  in  giving  very  much  larger  facili- 
ties to  secure  loans  in  the  neighborhood  wh^e  the  bank  was  located, 
because  they  are  obliged  to  loan  to  people  to  make  money  on  their  cur- 
rency, where  they  denied  them  under  the  circumstances  suggested  by 
Mr.  Fowler. 

CONGBSTIOW  OP  OUKEBNCT  m  THSW  YORK. 

Mr.  Eckels.  I  think  that  the  banks  would  do  so,  but  a  distinction, 
too,  must  be  drawn.  These  large  sums  of  which  complaint  is  made  go 
to  New  York  City,  not  because  of  the  legal  tenders  themselves,  and  not 
whoUy  because  of  the  present  banking  system.  In  some  measure  the 
fact  that  the  Government  furnishes  the  fi»cilities  for  redemption  of  the 
legal-tender  issues  at  Jf^ew  York  adds  to  the  drift  of  those  issues  there; 
but  the  great  cause  of  cougestion  is  in  the  lack  of  banking  facilities 
elsewhere  through  which  money  could  be  used  more  profitably  than  in 
IfewYork  or  other  commercial  centers.  Under  the  present  banking 
law,  unamended,  many  communities  can  not  have  the  benefit  of  bankSy 
^         and  not  having  them  can  not  obtain  needed  money  and  credit. 

The  Chairman.  Is  it  not  a  fact  that  the  W0,000,000  of  currency  lying 
in  these  banks,  of  which  I  have  spokrai,  is  because  they  can  not  success- 
fully loan  it! 

Mr.  Eckels.  They  eim  not  loan  it  suocessftilly  now  because  of  the 
general  condition  of  the  times,  and  at  all  times  they  are  more  or  less 
embarra^ed  to  keep  it  in  active  use. 

The  Chairman.  Then  if  we  had  this  old  New  England  Suffolk  system 
of  issuing  and  redemption  of  this  currency  by  banks,  the  volume  of 
currency  paid  into  banks  would  not  deplete  the  power  to  loan  by  th^se 
banks.  They  wo«Qd  send  it  back  to  the  country  banks  and  it  would  be 
disposed  of. 

Mr.  Eckels.  Yes.  I  am  agreeing  with  you  as  to  the  bank  issuing 
the  notes — that  if  they  do  issue  the  notes  undoubtedly  they  would  see 
to  it  that  there  was  not  an  accumulation. 

Mr.  Johnson.  Here  is  a  point  I  want  to  make.  If  a  banking  and 
currency  system  can  be  devised  whereby  the  issue  of  notes  is  less 
expensive  than  under  the  existing  system,  whereby  the  profit  of  the 
banks  on  the  issue  of  notes  is  greater  than  it  is  under  the  existing  sys; 
tern,  will  it  not  increase  the  probability  that  banks  will  be  established 
in  these  agricultural  sectionsf 

Mr.  EoKBLS.  I  think  that  is  undoubtedly  true. 
•  '  Mr.  Johnson.  I  beBeve  that  there  is  a  verr  just  grievance  ux)on  the 

part  of  those  Uving  in  these  sections,  when  tney  say  that  they  can  not 
get  money  to  meet  either  ordinary  or  extraordinary  exchanges  without 
much  trouble  and  without  paying  exceedingly  high  rates  of  interest  t 

Mr.  Eckels.  There  are  many  such  communities  suffering  from  the 
ineonvenieBce  you  have  stated.  The  remedy  is,  wherever  any  remedy 
ia  possible  and  conditions  warrant  the  undertaking,  to  establish  banks, 
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either  independent  banks  or  branch  banks.  These  banks  would  rapidly 
increase  if  it  was  proven  that  there  was  a  margin  of  profit  in  them. 

Mr.  Johnson.  And  the  more  the  expense  the  less  the  margin  of  profit  ? 

Mr.  Eckels.  Yes.  Not  the  least  benefit  which  would  follow  would 
be  that  through  the  establishment  of  these  banks  these  communities 
have  been  afforded  the  means  of  bringing  to  the  attention  of  the  own- 
ers of  loanable  capital  elsewhere  that  they  have  the  things  which 
justly  entitles  them  to  credit — facilities  which  they  have  not  at  the 
present  time.  In  a  great  number  of  instances  at  present  I  have  no 
doubt  the  want  of  these  facilities,  more  than  any  other  reason,  keeps 
people  who  are  justly  entitled  to  credit  from  obtaining  it. 

Mr.  Newlands.  Will  you  permit  me — I  just  want  to  make  an  inquiry 
for  the  puq>ose  of  expediting  business.  At  a  convenient  time  I  would 
like  to  ask  Mr.  Eckels  a  few  questions,  and  now  I  want  to  know  whether 
we  are  to  go  on  with  the  hearing  this  afternoon  or  adjourn  until  to-mor- 
row. I  presume  Mr.  Eckels  wants  to  get  back  to  the  office  at  some 
time. 

The  Chairman.  That  is  for  the  committee  to  determine. 

Mr.  Eckels.  I  must  leave  some  time  during  the  afternoon,  as  my 
deputy  is  absent  and  I  must  attend  to  some  duties  at  my  office. 

The  Chairman.  Until  what  hour!    Can  we  go  on  this  afternoon! 

Mr.  Eckels.  Until  3  o'clock. 

Mr.  Newlands.  I  ask  that  the  /committee  adjourn  until  half  past  1 
o'clock  and  then  resume. 

The  Chairman.  1  think  we  had  better  proceed  a  little  further. 

Mr.  iN'EWLANDS.  Then  I  make  the  motion  that  we  adjourn  at  1  o'clock 
until  half-past  1.  I  think  some  of  the  committee  wish  to  go  into  the 
House  during  the  morning  hour. 

Mr.  Fowler.  I  second  that  motion. 

The  question  was  put  and  the  motion  was  agreed  to. 

CALL  DEPOSITS  COUNTED  AS  Ri^^SERVE. 

Mr.  Spalding.  Is  not  the  congestion  in  New  York  City  caused  largely 
by  the  fact  they  pay  interest  on  call  deposits  of  the  banks  of  the  inte- 
rior, and  at  the  same  time  they  are  allowed  to  count  that  as  their 
reserve;  and  is  that  not  one  of  the  causes  of  congestion! 

Mr.  Eckels.  Yes.  Interest  on  deposits  undoubtedly  attracts  much 
money  there  which  is  counted  as  a  part  of  the  banks'  required  reserves. 
Much  of  it,  however,  goes  there  because  the  owners  have  no  means  of 
knowing  where  else  to  invest  it. 

Mr.  Spalding.  It  is  counted  as  the  reserves  of  the  banks  in  the  inte- 
rior and  out  West,  and  it  is  kept  on  call,  and  they  pay  1^  to  2^  per  cent! 

Mr.  Kewlands.  And  in  that  way  the  Western  banks  utilize  the 
reserve  and  get  interest  on  it. 

Mr.  Eckels.  In  connection  with  this,  if  we  regulate  or  attempt  to 
regulate  the  matter  by  not  permitting  them  to  count  that  as  a  part  of 
their  reserve,  they  would  not  have  any  more  loanable  capital  at  home, 
because  they  have  still  to  carry  their  reserve,  which  could  not  be  loaned. 

Mr.  Spalding.  I  am  not  combating  it,  I  am  simply  stating  that  as 
one  of  the  factors. 

Mr.  KewlaNDS.  Bo  you  propose  that  bank  currency  shall  be  legal 
tender! 

Mr.  Eckels.  iN'o;  I  would  not  make  bank  currency  legal  tender. 

Mr.  Newlands.  Suppose  a  depositor  deposits  money  with  such  a 
bank  and  takes  a  certilicate  of  deposit,  and  then  demands  payment  of  his 
certificate  in  legal  tender,  could  the  bank  pay  him  with  this  currency  t 
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Mr.  EOKBiiS.  It  could  pay  in  this  currenoyy  and  the  carrenoy  would 
be  redeemable  in  gold. 

Mr.  Newlands.  That  deposit  calls  for  dollars,  does  it  not! 

Mr.  Eckels..  Yes. 

Mr.  Newlands.  If  he  demands  x>ayment  of  gold  or  legal-tender 
money,  would  not  he  be  entitled  to  it! 

Mr.  Eckels.  Yes;  and  he  would  undoubtedly  get  it,  because  no  bank 
would  permit  itself  to  lose  its  credit.  The  competition  between  banks 
and  the  necessity  of  self-preservation  through  a  maintenance  of  credit 
would  regulate  that. 

Mr.  Kewlands.  The  bank  could  not  legally  compel  him  to  accept 
this  currency  iu  payment  of  a  certificate  of  deposit? 

Mr.  Eckels.  I  do  not  believe  much  in  legal  tenders,  anyway. 

Mr.  Newlands.  Suppose  the  bank  loans  out  its  money  upon  the 
promissory  note  of  its  customer  payable  iu  dollars,  would  that  customer 
pay  bank  notes  in  discharge  of  that  note! 

Mr.  Eckels.  Ko;  I  think  he  would  have  to  go  to  the  bank  and  get 
his  notes  redeemed. 

Mr.  Newlands.  No;  he  would  have  to  tender  legal-tender  money  Y 

Mr.  Eckels.  Yes. 

Mr.  Newlanbs.  And  the  function,  I  understand,  of  this  bank  cur- 
rency is  that  it  would  be  pra(*.tlcally  simply  a  bank  check  payable  to 
bearer  to  circulate  in  a  community? 

Mr.  Eckels.  Say  a  promissory  note  on  the  part  of  the  bank  redeem- 
able in  gold. 

Mr.  ^EWLANBS.  Now,  to  what  extent  do  you  expect  when  green- 
banks  are  retired  bank  currency  will  be  issued  in  this  country;  how 
many  millions?    « 

Mr.  Eckels.  I  think  it  would  be  issued  to  the  extent  that  there  was 
a  demand  for  it.  Every  dollar  which  could  possibly  be  used  profitably 
by  the  people  would  be  issued  by  the  banks,  because  in  this  way  only 
would  a  profit  on  note  issues  accrue  to  those  who  are  engaged  in  the 
banking  business. 

Mr.  Newlands.  In  your  opinion,  would  the  aggregate  issue  of  the 
banks  equal  the  aggregate  issue  of  the  United  States  b^nksand  United 
States  Government  in  the  shape  of  greenbacks  to-day? 

present  redundancy  of  currency. 

Mr.  Eckels.  Probably  not.  I  think  to-day  there  is  a  great  redun- 
dancy of  currency,  but  if  needed  it  would  be  issued. 

Mr.  Newlands.  I  understand  the  issue  of  greenbacks  to-day  is 
approximately  $300,000,000? 

Mr.  Eckels.  $346,000,000. 

Mr.  Newlands.  And  of  the  national  banks  about  $200,000,000? 

Mr.  Eckels.  More  than  that:  about  $235,000,000  now. 

Mr.  Newlands.  Making  in  all  about  $550,000,000.  Your  idea  is  that 
under  this  new  system  of  national- bank  currency  that  extent  would  not 
be  issued,  but  it  could  be  issued  if  it  was  needed? 

Mr.  Eckels.  Yes,  if  needed.  I  have  no  doubt,  however,  but  that  a 
great  deal  of  gold  would  come  in,  which  would  lessen  the  necessity  of 
bank  notes. 

UNCOVERED  PAPER  MONEY. 

Mr.  Newlands.  Do  you  know  of  any  country  in  the  world  that  sup- 
ports so  large  an  amount  of  bank  paper  redeemable  in  gold  and  main- 
tains it  at  par  with  gold? 

CUR 17 
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Mr.  Eckels.  Yes;  I  think  the  issue  of  the  Bank  of  France  is  almost 
as  large. 

Mr.  Newlands.  Uncovered  paper  money! 

Mr.  Eckels.  Oh,  no;  not  uncovered. 

Mr.  Nbwlands.  What  is  the  total  amount  of  uncovered  issue  of  the 
Bank  of  France? 

Mr.  Eckels.  I  could  not  say  definitely  as  to  that.  In  England  it  is 
about  £16,000,000. 

Mr.  Newlands.  About  $80,000,000.    And  what  is  it  in  Germany! 

Mr.  Eckels.  I  do  not  know  certainly,  but  about  $60,000,000.  It  may 
be  larger. 

Mr.  Nbwlands.  Bo  you  know  how  large  it  is  in  France! 

Mr.  Eckels.  No,  I  could  not  state  positively. 

Mr.  FowLEB.  I  would  like  to  understand  what  you  mean  by  covered 
and  uncovered  currency! 

Mr.  Eckels.  Covered  paper  is  the  paper  which  has  the  actual  coin 
behind  it  for  its  redemption — a  special  deposit. 

Mr.  FoWLEB.  For  its  security! 

Mr.  Newlands.  I  would  not  call  money  covered  money  that  is  simply 
secured  by  bonds,  or  assets,  or  anything  else. 

Mr.  FowLEB.  Do  you  not  know  there  is  not  a  dollar  of  the  Imperial 
Bank  of  Germany  that  is  not  secured! 

Mr.  Kewlands.  I  was  asking  with  regard  to  that. 

Mr.  Eckels.  I  think  at  times,  Mr.  Fowler,  notes  are  issued  by  the 
Imperial  Bank  regulated  by  a  tax 

Mr.  FowLEB.  And  not  covered  by  a  single  dollar,  coin  or  collateral! 

Mr.  KewlANDS.  I  observe  in  the  report  of  the  Director  of  the  Mint 
that  the  uncovered  paper  money  of  England  is  put  at  about  $80,000,000 — 
that  accords  with  your  statement;  that  the  uncovered  paper  money  of 
Germany  amounts  to  about  $125,000,000, 1  can  not  recollect  the  exa€t 
amount;  and  the  uncover^d  paper  money  of  France  and  the  Bank  of 
France  amounts  to  less  than  $125,000,000.  Kow,  is  the  report  of 
the  Director  of  the  Mint  correct  in  that  statement!  Have  you  ever 
examined  it! 

Mr.  Eckels.  Yes,  I  suppose  it  is.    He  makes  up  those  figures. 

Mr.  Newlands.  Do  you  know  any  other  countries  that  are  able  to 
maintain  their  paper  money  at  par  with  gold  outside  of  such  small 
countries  as  Belgium,  Holland,  and  possibly  Switzerland! 

The  Ohaibman.  Do  you  know  what  portion  of  the  money  is  covered 
by  gold  and  silver  in  France! 

Mr.  Eckels.  No,  I  do  not. 

Mr.  Newlands.  Eussia,  the  Director  of  the  Mint  states,  has  about 
$500,000,000  uncovered  paper  money.  Do  you  know  whether  or  not  it 
is  kept  at  par  with  gold! 

Mr.  Eckels.  Ko,  I  think  it  is  not  at  present. 

Mf.  Kewlands.  How  much  of  a  discount! 

Mr.  Eckels.  Well,  I  do  not  know  just  the  exact  figures. 

Mr.  Spalding.  About  50  per  cent  compared  with  gold. 

Mr.  Kewlands.  Austria  has  something  less  than  $200,000,000  of 
uncovered  paper  money,  according  to  the  Mint  Director's  report.  Is 
that  money  kept  at  a  par  with  gold! 

Mr.  Eckels.  No,  there  is  a  discount  now,  as  I  remember. 

Mr.  Newlands.  Do  you  know  how  heavy  a  discount! 

Mr.  Eckels.  Fo. 

Mr.  Newlands.  Italy,  according  to  the  Mint  Director's  report,  has 
quite  a  large  amount  of  uncovered  paper  money.  Do  you  know  whether 
or  not  that  is  kept  at  a  par  with  gold! 
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Mr.  EOEELS.  No. 

Mr.  Newlands.  Do  you  know  what  the  discount  ist 

Mr.  EOKBLS.  No,  I  do  not. 

Mr.  Newlands.  Do  you  know  what  amount  of  uncovered  paper 
money  Spain  hasY 

Mr.  EoEELS.  No;  but  there  is  a  considerable  amount. 

Mr.  Newlands.  Is  that  kept  at  a  par  with  gold? 

Mr.. Eckels.  No. 

Mr.  Newlands.  Do  you  know  what  the  discount  is! 

Mr,  Eckels.  No. 

Mr.  Newlands.  I  have  not  the  Mint  Director's  report  before  me;  if 
the  secretary  will  kindly  get  me  the  copy  of  the  Director's  report 

Mr.  McCleaby.  I  have  a  table  of  the  statements  here. 

Mr.  Newlands.  Will  you  be  kind  enough  to  let  me  have  thatt 

Mr.  McOleabt.  This  is  not  the  report  of  the  Director  of  the  Mint. 

Mr.  Newlands.  I  will  state  to  you  that  the  report  of  the  Director  of 
the  Mint  states  that  the  uncovered  paper  money  of  the  United  States  is 
$416,000,000,  of  the  United  Kingdom  $113,000,000,  of  France  $32,000,000, 
of  (Germany  $60,000,000,  of  Italy  $191,000,000,  of  Greece  $22,000,000,  of 
Spain  $83,000,000,  of  Portugal  $55,000,000,  and  of  Russia  $539,000,000. 
Now,  I  wish  to  ask  you  whether  in  the  case  of  Bussia,  Italy,  Spain,  Por- 
tugal, or  Austria,  whose  uncovered  paper  money  is  put  at  $200,000,000, 
if  that  uncovered  paper  money  is  kept  at  a  par  with  gold? 

Mr.  Eckels.  No;  1  take  it,  it  is  not. 

Mr.  Newlands.  Is  there  a  heavy  discount  in  all  of  them? 

Mr.  Eckels.  Yes. 

Mr.  Newlands.  Now,  this  statement  also  shows  that  the  South 
American  States  have  $550,000,000  of  uncovered  paper  money.  Is  any 
of  that  kept  at  a  par  with  gold? 

Mr.  Eckels.  I  do  not  know  what  the  conditions  are  iu  Chile  now, 
nor  in  Brazil,  but  undoubtedly  iu  all  of  those  countries  there  is  possibly 
a  falling  off. 

Mr.  Newlands.  Is  there  any  debtor  country  which  keeps  its  uncov- 
ered paper  money  at  a  par  with  gold? 

Mr.  Eckels.  No;  I  think  not,  except  the  United  States. 

Mr.  Newlands.  Oan  you  point  oat  to  me  a  single  debtor  nation  in 
the  world,  that  is  to  say,  a  debtor  iu  its  relation  to  other  nations  as 
people  bear  to  other  people  the  relation  of  debtors,  where  uncovered 
paper  money  exists,  where  they  have  been  able  to  keep  that  paper 
money  at  a  par  with  gold? 

Mr,  Eckels.  Not  where  the  government  has  issued  it,  but  they  have 
where  the  banks  have  issued  it. 

Mr.  Newlands.  In  what  coantries? 

Mr.  Eckels.  In  the  United  States,  until  the  war,  banks  properly 
conducted,  such  as  the  bank  of  which  Mr.  McCulloch,  of  Indiana,  was 
president,  and  other  banks  always  maintained  redemption  in  gold. 
The  banks  in  the  Suffolk  system  did  the  same  thing. 

Mr.  Newlands.  I  am  limiting  my  inquiry  to  the  present  time.  Can 
you  i)Olnt  out  a  single  debtor  country 

DEBTOR  NATIONS. 

The  Ohaibman.  I  want  to  ask  Mr.  Eckels  whether  as  a  matter  of 
fact  there  is  any  such  thing  as  a  debtor  nation?  There  is  no  debtor 
nation  or  creditor  nation. 

Mr.  Eckels.  I  suppose  where  you  speak  of  a  debtor  nation  you 
speak  of  the  financial  condition  of  the  aggregate  of  individuals. 
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Mr.  Nbwlands.  I  have  limited  my  inquiry  to  the  present  condition. 
Can  you  point  ont  to  me  a  single  debtor  country  to-day  which  has 
uncovered  paper  money  issued  either  by  banking  power  or  government 
power  that  keeps  that  money  at  a  par  with  gold  except  the  United 
States  1 

Mr.  Eckels.  No,  but  there  is  not  a  nation  at  the  present  day  that, 
has  a  banking  system  which  makes  so  much  of  bank  deposits  as  is         1 
made  in  this  country  and  has  as  good  and  stable  banks,  but  is  able 
to  maintain  a  parity  between  gold  and  the  paper  issued  by  such  banks. 

Mr.  Kewlands.  You  maintain  that  such  countries  could  maintain 
it,  but  yon  do  not  insist  that  in  any  country  you  know  of  it  does 
maintain  itl 

Mr.  Eckels.  The  United  States. 

Mr.  Newlands.  [  excepted  the  United  States.  Bo  you  know  any 
country  besides  the  United  States? 

Mr.  Eckels.  Except  Great  Britain. 

Mr.  Newlands.  I  am  talking  about  a  debtor  country. 

Mr.  Eckels.  I  think  that  is  so.  All  of  those  countries,  Mr.  New- 
lands,  are  populated  with  peoples:  who  are  not  to  be  compared,  and  are 
countries  whose  resources  are  not  to  be  comx)ared,  with  those  of  this 
country.  Furthermore,  and  the  point  is  an  important  one^  all  of  these 
people  are  wanting  in  banking  facilities  as  we  have  them.  You  can  not 
make  a  fair  oomparison  or  arrive  at  a  correct  conclusion  in  this  thing 
unless  all  conditions  are  of  the  same  character  and  equally  favorable. 

Mr.  Newlands.  Can  you  x>oint  out  a  single  debtor  country  where 
bank  issues  of  uncovered  paper  money  are  kept  at  a  par  with  gold, 
except  in  the  United  States? 

Mr.  Eckels.  No,  I  do  not  know  that  I  can.    However,  if  the  banks         .^ 
of  the  United  States  can  so  maintain  their  note  issues,  it  is  sufficient 
for  this  inquiry.    The  proposed  bank  legislation  is  for  the  United 
States  alone,  and  is  to  be  based  upon  conditions  which  the  experience 
of  this  people  demonstrate  they  can  perform. 

Mr.  Newlands.  We  have  maintained  the  parity  of  our  uncovered 
paper  money  with  gold  thus  far? 

Mr.  Eckels.  Yes, 

Mr.  Newlands.  The  strain  of  that  maintenance  has  only  come  upon 
us  in  the  past  three  or  four  years? 

Mr.  Eckels.  Well,  of  course  we  have  only  undertaken  to  do  it  since 
1879. 

Mr.  Newlands.  But  I  am  saying  the  strain,  the  final  strain,  has 
been  daring  the  past  three  or  four  years? 

Mr.  Eckels.  Up  to  that  time  the  banks  fdrnished  the  gold.  They 
thus  relieved  the  Treasury,  and  no  one  appreciated  the  danger  who 
did  not  look  ahead^  until  the  i)oiut  was  reached  when  the  banks  shifted 
the  burden  to  the  Government,  where,  under  the  system  maintained,  it 
belongs.  The  banks  only  did  this  wh  en  it  became  evident  that  any 
other  course  invited  danger  to  their  creditors  and  themselves. 

recent  bond  ISSUES. 

Mr.  Newlands.  During  those  three  years  we  have  issued  $264 ,000,000 
of  bonds.  How  much  of  that  $264,000,000  of  bonds  was  necessary  to 
take  the  place  of  the  deficit  in  the  Treasury,  and  how  much  was  neces- 
sary for  gold  redemption? 

Mr.  Eckels.  That  you  will  have  to  And  out  from  the  report  of  the 
Secretary  of  the  Treasury.    The  fact  is,  that  not  a  single  dollar  of  it 
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conld  have  been  issued  if  it  had  not  been  for  the  law  applicable  to  the 
maintenance  of  the  gold  reserve  required  to  redeem  the  Govermenf  b 
currency  issues. 

Mr.  Newlanbs.  I  understand  that,  but  I  am  speaking  now  of  the 
facts. 

BONDS  SOLD   TO  MEET   CUBRENT  EXPENSES. 

Mr.  EoKELS.  (Jndoubtedly,  Mr.  Kewlands,  more  or  less  of  it  was 
ultimately  used  to  meet  the  current  expenses  of  the  Government,  but 
the  Secretary  has  always,  and  correctly,  maintained  that  in  only  one 
instance  would  it  have  been  necessary  to  issue  bonds  to  meet  the 
expenses  of  the  Government.  In  all  the  others  the  bond  issues  were 
made  absolutely  necessary  for  the  purpose  of  maintaining  the  parity  of 
the  two  metals  as  called  for  under  the  act  of  Congress. 

Mr.  l^EWLANDS.  Uuderstand  me,  1  do  not  make  the  inquiry  for  the 
purpose  of  criticising 

Mr.  Eckels.  I  understand  that. 

Mr.  Newlands.  — the  Treasury  Department  in  the  employment  of 
any  of  this  fund  to  meet  a  deficit  of  revenue.  I  simply  want  to  draw  a 
dividing  line  and  ascertain  how  much  of  this  issue  was  necessary  to 
make  up  a  deficit  and  how  much  for  gold  redemption  of  greenbacks. 
Can  you  state  that  approximately? 

Mr.  Eckels.  ]^o,  1  can  not. 

Mr.  Spalding.  About  $200,000,000  up  to  the  present  time. 

The  Ohaibman.  Was  there  a  time  in  the  last  three  years  when  th^^ 
was  not  a  sufficiency  of  money  in  the  Treashry  to  have  met  the  demands 
if  it  had  not  been  for  the  desire  to  maintain  the  parity  f 

Mr.  Eckels.  I  think,  except  in  one  instance,  that  the  Secretary 
stated  it  was  necessary. 

Mr.  Newlands.  Then,  in  your  judgment,  the  issue  of  these  bonds 
was  quite  necessary  to  maintain  the  parity  of  the  paper  issued  in  gold. 

Mr.  Eckels.  Absolutely. 

The  Chairman.  The  hour  of  1  o'clock  has  now  arrived  and  the  eom- 
mittee  will  take  a  recess  until  half  past  1. 

APTEB  BECESS. 

The  committee  reassembled  at  1.30  p.  m. 

strain  op  maintaining  paper  at  a  PABITT. 

The  Chairman  (to  Mr.  Eckels).  Mr.  Newlands  said  that  the  strain 
upon  us  in  maintaining  our  paper  money  at  par  with  gold  has  come 
u{>on  us  within  the  last  thi*ee  years,  and  you  answered  that  that  was 
true.  I  want  to  ask  if  the  strain  has  not  been  upon  us  fh>m  1879,  when 
we  resumed  specie  payments,  and  up  to  the  present  time,  having  eul- 
minated  within  the  last  three  years,  in  the  fact  that  the  Treasury  has 
carried  in  its  vaults  in  the  neighborhood  of  $300,000,000  in  order  to 
make  the  country  feel  satisfied  that  gold  payment  was  to  be  main- 
tained— carried  it  either  in  currency  or  gold,  about  half  in  gold. 

Mr.  Eckels.  Yes,  it  has.  Before  Mr.  Kewlands  came  in  I  think  I 
had  stated  why  this  condition  had  only  come  upon  us  within  the  three 
years.  I  alleged  as  a  reason,  the  effect  of  the  Bland- Allison  Act,  which 
became  more  manifest  with  time.  Then  as  a  culmination  to  it  all,  came 
the  Sherman  silver-purchasing  act,  whereby  there  was  increased  the 
demand  obligations  of  the  Government  without  any  corresponding 
increase  in  the  gold  reserve  to  be  held  as  a  redemption  Aind  again^ 
the  same,  and  without  giving  to  the  Secretary  of  the  Treasury  any 
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means  of  increasing  such  gold  holdings.  The  result  of  these  things 
was  that  the  general  public  here,  as  well  as  those  people  abroad  deal- 
ing with  us,  gained  the  impression  that  with  the  amouut  of  silver  and 
demand  obligations  which  we  had,  and  the  law  as  it  was,  the  Secretary 
of  the  Treasury  could  not,  with  the  amount  of  gold  at  his  disposal, 
maintain  current  redemption  in  that  metal,  and  therefore  could  not 
carry  out  the  provision  of  the  statute  relative  to  keeping  the  parity  of  i| 
the  two  metals.    This  was  the  reason  why  the  banks  ceased  to  furnish  ' 

the  amount  of  gold  necessary  to  settle  international  balances,  the  con- 
sequent effect  of  which  was  that  the  Treasury  was  called  upon  to  make 
these  current  redemptions,  a  thing  which  up  to  1890  it  had  only  infre- 
quently been  asked  to  do.  and  then  only  in  small  amounts. 

The  Chaieman.  Up  to  1890  the  banks  had  furnished  the  gold  both 
for  paying  the  duties — ^very  largely,  80  odd  per  cent  of  them — and  for 
foreign  gold  export,  by  the  Government's  being  a  member  of  the  INTew 
York  clearing-house  and  paying  the  gold  into  the  clearing-house;  so  it 
went  into  the  Treasury  and  out  again  without  depleting  the  Treasury. 

Mr.  Eckels.  That  is  one  reason. 

The  Chairman.  Kow,  furthermore,  isn't  it  a  fact  that  the  taxation 
of  the  people  was  increased  in  the  equivalent  of  what  the  money 
was  worth  to  them  that  they  had  to  pay  in  taxation,  namely,  6  per 
cent  on  this  whole  $300,000,000  through  that  whole  period,  and  that  if 
the  Government  has  to  maintain  gold  payment  we  have  to  maintain  it 
at  the  same  expense  we  maintAin^  it  for  the  ten  years,  by  $17,000,000 
a  year  in  increased  taxation? 

Mr.  Eckels.  The  fact  was  that  up  to  that  time  the  banks  furnished 
all  the  gold  necessary  for  domestic  and  foreign  purposes  without  any 
apparent  strain  upon  them.  > 

Mr.  Nbwlands.  Mr.  Eckels,  in  your  opinion,  did  the  shifting  of  the 
balance  of  trade  between  this  country  and  foreign  countries  in  1893  and 
the  consequent  demand  for  gold,  in  order  to  settle  balances,  have  any- 
thing to  do  with  increasing  the  strain  of  the  gold  redemption  in  this 
country? 

Mr.  Eckels.  Only  to  the  extent  that  it  made  gold  a  little  harder  for 
the  Treasury  and  for  the  people  to  get.  I  intended  recurring  to  the 
last  thing  you  asked  me.  You  spoke  about  debtor  nations  having  been 
unable  to  carry  on  the  current  redemption  of  their  paper  issues  in  gold 
or  to  maintain  the  parity  thereof  with  gold.  Why  do  you  draw  the  dis- 
tinction in  this  matter  between  the  debtor  nation  and  the  creditor 
nation? 

THE   SILVER  QUESTION. 

Mr.  Newlands.  Tou  have  started  the  silver  question  now,  and  I 
don't  want  to  go  into  that. 

Mr.  Eckels.  I  think  you  can  state  it  briefly. 

Mr.  Kewlands.  I  will  say  I  think  a  debtor  nation  is  more  likely  to 
be  called  upon  for  international  money  than  a  creditor  nation  is,  and 
that  the  strain  of  the  redemption  in  gold  will  be  greater  upon  a  debtor 
nation  than  a  creditor  nation ;  hence  I  assert  that  the  reason  why  the 
creditor  nations  have  been  able  to  keep  their  uncovered  paper  at  par  ^ 
with  gold  is  that  they  have  the  advantage  of  being  creditor  nations 
and  that  the  reason  why  debtor  nations  have  been  unable  to  do  so  is 
that  they  have  the  disadvantage  of  being  debtor  nations,  and  that  con- 
sequently the  demand  for  the  redemption  in  gold  is  greater;  and  I  also 
assume  the  theory  of  the  bimetallists,  that  tiiere  is  not  enough  gold  in 
the  world  for  gold  redemption. 
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Mr.  EOKELS.  To  what  extent  do  yon  give  conBideration  to  the  indi- 
vidual management  of  the  banks  and  character  of  the  banking  institu- 
tions— for  instance,  in  this  country  or  the  banking  institutions  of  Kus- 
sia,  or  the  countries  to  which  you  have  alluded? 

Mr.  Kewlands.  I  should  make  the  proper  allowance  for  that.  The 
tendency  of  my  investigation  is  to  show  that  this  idea  of  almost  unlim- 
ited paper  issues  means  an  experiment  which  has  not  as  yet  been  suc- 
cessfoUy  tried  by  any  debtor  nation,  that  is  all. 

UNCOVERED  PAPEB  MONEY  OP  THE  WOBLD. 

I  observe  by  the  Mint  Director's  report  that  the  total  amount  of 
uncovered  paper  money  in  the  world  is  $2,469,000,000,  and  of  that 
amount  a  little  over  $200,000,000  is  issued  by  creditor  nations,  so  called, 
leaving  about  $2,200,000,000  issued  by  debtor  countries;  and  I  believe 
we  have  your  statement  that,  so  far  as  your  knowledge  goes,  the  United 
States  is  the  only  one  of  these  debtor  countries  that  has  been  able  to 
keep  its  uncovered  paper  at  par  with  gold. 

world's  stock  of   SILVER  AND   GOLD. 

The  Director  of  the  Mint  also  states  that  the  total  bulk  of  silver  in 
the  world — the  total  silver  stock — is  about  $4,000,000,000,  and  that  the 
total  stock  of  gold  in  the  world  is  about  $4,000,000,000,  and  that  the 
total  stock  of  paper  money  is  $2,400,000,000,  making  in  all  about 
$10,400,000,000. 

!N^ow,  I  believe  the  assumption  of  the  gold  standard  men  is  that  gold 
has  not  appreciated ;  that  it  is  maintained  at  a  fixed  value.  If  that  be 
true,  this  stock  of  silver,  whose  face  value  is  $4,000,000,000,  has  depre- 
ciated to  about  $2,000,000,000,  and  we  have  a  total  stock  of  uncovered 
paper  money  in  the  world  of  about  $250,000,000,000,  of  which  only  about 
one- fifth  is  kept  at  par  with  gold,  the  rest  being  at  a  very  large  dis- 
count, approximating  $1,000,000,000;  so  that  there  is  a  total  deprecia- 
tion in  its  face  value  of  the  world's  stock  of  money  of  at  least  $3,000,- 
000,000  out  of  $10,250,000,000.  Now,  do  you  think  that  this  dislocation 
of  the  par  between  gold  and  silver  and  paper  in  the  world's  currency 
has  a  bad  effect  upon  trade  and  upon  business Y 

Mr.  Eckels.  It  undoubtedly  has  some  effect,  but  I  think  the  error 
of  the  assumption  of  the  silver  people  lies  in  this :  You  base 

Mr.  Newlands.  Pardon  me,  1  did  not  intend  to  go  into  a  silver  argu- 
ment. I  simply  wish  to  inquire  whether  in  your  opinion  this  deprecia- 
tion of  $2,000,000,000  in  silver  and  $1,000,000,000  paper  has  had  any 
disastrous  effect  upon  the  trade  of  the  world  f 

Mr.  Eckels.  Undoubtedly  it  has  affected  the  trade  of  the  world 
somewhat  but  I  think  it  has  not  been  what  you  term  disastrous,  at  alL 

MAINTAINING  THE  PAR  OF  EXCHANGE. 

Mr.  Newlands.  Yes.  Then  we  have  in  this  country  gold,  silver, 
and  paper.  The  effort  of  this  country  has  been  to  maintain  the  par  of 
exchange  between  those  three  classes  of  money.  Do  you  think  that  it 
is  desirable  that  the  par  of  exchange  should  be  maintained  Y 

Mr.  Eckels.  Yes;  I  think  every  country  ought  to  maintain  all  the 
money  which  circulates  in  that  country  at  par. 

Mr.  Nbwlands.  With  gold! 

Mr.^  Eckels.  Yes.  But  I  do  not  think  it  ought  to  get  itself  into 
a  position  where  it  must  be  at  a  continual  expense  to  maintain  one 
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form  of  money  at  a  parity  with  the  other  and  that  it  ought  to  lop  off 
those  moneys  which  can  not  support  themselves. 

Mr.  Newlands.  Your  idea,  then,  is  that  it  is  desirable  that  we  should 
maintain  the  par  of  exchange  in  this  country  between  our  various  forms 
of  money,  and  if  that  proves  expensive  then  we  should  lop  off  depre- 
ciated forms  of  money  t 

Mr.  Eckels.  Yes.  i^ 

Mr.  Newlands.  That  would  mean  getting  rid  of  silver  in  this  coun- 
try as  a  primary  money,  and  it  would  also,  in  your  judgment,  mean 
getting  rid  of  paper  money,  unless  its  par  could  be  maintained  with 
the  gold. 

Mr.  Eckels.  Yes,  it  has  always  been  redeemed,  on  demand,  in  gold. 

Mr.  Newlands.  Suppose  you  could  not  maintain  that  parity  in  this 
country;  in  your  judgment,  would  it  be  disastrous  to  the  business  of 
the  country! 

Mr.  Eckels.  Undoubtedly  it  would. 

Mr.  Newlands.  If  that  be  true  isn't  it  just  as  important  to  maintain 
the  par  of  exchange  in  international  moneys — the  moneys  of  the  world  f 

aOLD  THE  BECOGNIZED   STANDABD. 

Mr.  Eckels.  Yes,  it  is  important  to  have  it  maintained  at  a  par  in 
the  countries  with  which  we  are  dealing,  and  in  all  these  countries  with 
which  we  are  dealing  the  recognized  standard  is  the  gold  standard. 

Mr.  Newlands.  But  taking  the  world-wide  view,  is  it  your  opinion 
that  it  is  important  to  maintain  the  par  of  exchange  between  the  dif- 
ferent kinds  of  money  throughout  the  world  ? 

Mr.  Eckels.  I  think  it  would  be  a  very  good  thing  if  it  could  be  done.  > 

Mr.  Newlands.  Now,  if  it  could  not  be  done;  we  will  assume  that 
we  have  the  standard,  with  a  par  of  exchange,  twenty  years  ago,  and 
we  will  assume  that  in  the  process  of  years,  as  has  been  the  case,  the 
silver  has  depreciated  as  compared  with  gold,  and  the  uncovered  paper 
money  of  the  world  has  depreciated  as  compared  with  gold,  and  assum- 
ing that  caused,  as  you  think  it  would  cause,  a  dislocation  of  the  busi- 
ness of  the  world  and  disaster;  ux>on  whom  would  the  disaster  fall, 
upon  the  countries  that  had  the  depreciated  currency  or  upon  the 
countries  which  according  to  your  judgment  had  the  stable  currency — 
gold? 

Mr.  Eckels.  WelU  I  would  think  it  would  affect  both. 

Mr.  Newlands.  You  think  it  would  affect  both  1 

Mr.  Eckels.  Yes. 

Mr.  Newlands.  What  particular  disadvantage  would  it  create  as  to 
the  countries  that  had  the  depreciated  currency! 

Mr.  Eckels.  To  change  the  standard! 

Mr.  Newlands.  Yes. 

Mr.  Eckels.  For  instance,  in  this  country  I  think  that  the  loss 
occurring  by  the  change  necessarily  made  in  contracts  would  be  far 
^eater  to  our  own  people  from  simply  their  domestic  exchanges  than 
it  would  with  those  who  are  dealing  with  us  abroad. 

Mr,  Newlands.  What  effect  would  it  have  upon  production  and         ^ 
upon  labor,  iu  your  judgment! 

LABOB  WOULD  SXTFFEB  MOST  OF  ALL. 

Mr.  EcKEi  s.  I  think  that  labor  would  suffer  quite  the  most  of  alL 
Mr.  Newlands.  Your  idea  is  that  labor  would  be  cheapened,  although 

nominally  paid  in  the  same  face  value;  that  the  money  would  have 

less  purchasing  power  ! 
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Mr.  EOKELS.  I  think  this :  The  only  capital  which  the  laborer  has  is 
his  ability  to  work,  which  capital  he  sells  for  money.  For  his  own  good 
he  oaght  to  sell  it  for  that  money  which  buys  for  him  the  largest  nam- 
ber  of  things.  It  therefore  follows  that  if  you  lessen  the  value  of  that 
money  you  lessen  the  number  of  things  which  he  can  purchase  with  his 
capital,  which  is  labor. 

Mr.  Newlands.  In  other  words,  you  cheapen  his  labor! 

Mr.  Eckels.  Yes;  you  cheapen  his  labor  without  increasing  the  price 
of  it.  On  the  other  hand,  you  increase  the  price  of  the  things  which 
he  has  to  purchase.  The  laborer  occupies  a  very  different  position  in 
the  thing  which  he  has  to  sell  from  the  man  who  has  merchandise  to 
sell.  Consequently  anything  which  tends  to  raise  the  price  of  that 
which  he  has  to  purchase  without  increasing  the  receipts  from  that 
which  he  has  to  sell  injuriously  affects  him. 

Mr.  Newlands.  I  understieind  then,  that  in  your  judgment  that 
would  apply  to  all  these  countries  which  have  a  depreciated  money — 
either  sUver  or  paper. 

Mr.  Eckels.  I  think  in  the  end  that  they  would  be  very  much  more 
largely  the  sufferers  than  the  people  who  maintained  the  gold  standard. 

Mr.  Newlands.  It  has  the  tendency  in  these  countries  to  reaUy 
cheapen  their  labor,  hasn't  itf  ^ 

Mr.  Eckels.  Yes^  because  it  does  not  give  them  an  increased  price 
for  their  labor,  and  it  does  increase  the  prices  of  the  things  which  they 
have  to  buy. 

Mr.  Newlands.  Yery  well,  then.  Take  these  countries  which  have 
either  silver  or  depreciated  paper,  and  whose  labor  is  cheapened,  accord- 
ing to  your  statement,  by  that  fact. 

Mr  Eckels.  There  are  other  elements,  of  course,  that  contribute 

Mr.  Newlands.  Does  it  then  enable  them  to  produce  both  agricul- 
tural products  and  manufactured  products  at  a  less  labor  cost,  all  other 
things  being  equal! 

..  Mr.  Eckels.  Apparently,  in  the  aggregate  they  do,  but  the  way  to 
estimate  properly  a  labor  cost  is,  not  to  say  that  this  man  who  is  work- 
ing on  this  thing  receives  so  much  a  day,  but  it  is  to  take  how  much  he 
receives  a  day  and  then  estimate  the  labor  cost  by  dividing  the  daily 
wage  by  the  number  of  things  he  manufactures  or  makes  a  day.  In 
this  manner  you  are  able  to  ascertain  correctly  the  individual  cost  of 
the  individual  article.  It  is  wholly  inaccurate  to  compare  6imi)ly  the 
total  dollars  received  and  not  take  into  account  the  results  obtained 
from  the  expenditure  of  those  dollars  in  every  country  between  which 
comparisons  are  being  made. 

Mr.  Newlands.  You  mean  efficient  labor  has  a  great  deal  to  do 
with  it! 

Mr.  Eckels.  Yes;  very  much. 

Mr.  Newlands.  But  I  covered  all  that  by  saying  "  all  other  things 
being  equal" — appliances  for  manufacturing,  the  machinery,  everything 
that  human  intelligence  can  produce  to  aid  human  labor.  I  ask  you,  if 
the  labor  unit  cost  less  per  day  by  reason  of  the  depreciated  money, 
whether  the  products  of  that  country  do  not  have  a  certain  advantage 
in  the  markets  of  the  world  over  the  products  of  the  country  that  has 
the  currency  that  is  stable,  according  to  your  judgment — gold. 

Mr.  Eckels.  Undoubtedly  any  country  which  has  the  lowest  wages 
possible  but  has  all  the  advantages  in  the  way  of  advancement,  in 
machinery,  skill,  education,  etc.,  has  the  advantage  over  another  coun- 
try which  though  having  the  same  advantages  still  pays  higher  wages, 
but  you  must  entirely  change  the  condition  of  the  people  of  these  coun- 
tries, their  habits  of  work,  their  habits  of  thought,  and  their  habits  of 
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living.    It  is  impossible  to  make  out  of  these  people  the  same  thiiig 
that  you  can  make  out  of  the  Anglo-Saxon  people. 

Mr.  Newlands.  Then  you  thiiiJ^  the  superiority  is  in  race  and  not  in 
money  standard? 

Mr.  EofiiELS.  I  think  that  is  a  very  large  contributing  element.  The 
superiority  of  race  manifests  itself  in  having  in  countries  akin  to  us  the 
best  things  in  daily  convenience,  the  best  things  in  manufacture  of  h 
which  the  world  knows,  and  the  reason  we  maintain  here  the  highest 
standard  of  monetary  value  is  because  it  best  answers  the  purpose  of 
the  highest  civilization  as  expressed  in  its  commercial  necessities. 

THE  SILVER  QUESTION. 

The  Ghaibman.  There  are  certain  things  in  reference  to  the  financial 
question  that  properly  come  before  this  committee;  there  are  certain 
things  in  relation  to  coinage  that  properly  come  before  the  Committee  on 
Coinage,  Weights,  and  Measures.  This  committee  is  wiUing  to  hear 
views  with  reference  to  the  bills  in  question  that  are  now  before  this 
committee,  but  I  do  not  think  it  is  willing  to  go  into  a  discussion  of  the 
silver  question.  I  do  not  think  this  is  the  proper  committee  for  that 
discussion. 

Mr.  Newlands.  I  do  not  intend  to  go  into  the  silver  question  at  all. 
I  am  addressing  myself  to  the  importance  of  maintaining  the  par  of 
exchange.  We  have  Mr.  Eckels's  view  that  we  ought  to  maintain  the 
par  of  exchange  between  silver,  paper,  and  gold  in  this  country. 

If  the  countries  that  have  a  depreciated  currency  have  a  cheaper 
labor  as  the  result  of  it,  all  other  things  being  equal,  will  not  the  prod- 
ucts of  their  labor,  in  the  world's  markets,  assuming  that  they  are  of 
equal  quality,  pull  down  the  value  of  the  product  of  the  gold-standard 
countries  to  their  level  in  the  markets  of  the  world! 

WBONa  PKEMISB8. 

Mr.  Eckels.  Yes;  but  the  great  difficulty,  Mr.  Newlands,  with  your 
question  is  tbat  you  make  an  assumption  of  something  as  a  fact  which 
is  not  a  fact. 

Mr.  Newlands.  I  quite  agree  with  the  gentleman  as  to  the  absolute 
importance  of  maintaining  the  par  of  exchange  between  our  various 
moneys  in  this  country.  I  also  insist  that  as  this  country  is  a  part  of 
the  general  world  and  as  its  prosperity  depends  largely  upon  the  ques- 
tion of  exports  and  imports,  that  it  is  of  the  highest  importance  that 
the  par  of  exchange  be  maintained  in  the  world's  money. 

Mr.  Eckels.  It  is  so  maintained,  is  it  notf 

Mr.  Newlands.  No;  because  since  1873  the  par  of  exchange  has 
been  absolutely  lost  between  silver  and  gold  and  the  result  has  been 
that  the  silver  countries  have  been  able  to  produce  cheaper.  Conse- 
quently their  agricultural  production  has  been  stimulated  at  our 
expense  and  their  manufacturing  production  is  about  to  be  stimulated 
at  our  ex])ense;  and  hence  I  say  that  all  legislation  should  be  addressed 
to  the  question  of  restoring  the  par  of  exchange  in  the  world's  money. 

The  Ghaibman.  I  think  this  committee  has  no  jurisdiction  over  that 
question.  Now,  I  ask  the  committee  whether  they  want  to  go  further 
with  this  investigation  of  silver  or  not. 

Mr.  Newlands.  I  have  about  come  to  the  end  of  that. 

Mr.  Eckels.  I  do  not  think  you  can  assume  any  one  thing  as  the 
cause  of  these  conditions  of  various  countries  being  diflerent  now  fiirom 
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what  they  were.  You  can  not  say,  for  instance,  that  because  Argentina 
happens  to  be  a  silver  coontry  that  therefore  large  amounts  of  wheat 
have  been  produced  in  Argentina  to  compete  with  our  wheat  in  Dakota. 
There  is  no  one  single  element  which  produces  these  conditions,  but  a 
great  many. 
Mr.  Nbwxands.  I  agree  with  you — a  great  many. 

PTTNOTION  OF  METALLIC  MONEY. 

Mr.  EO£ELS.  And  I  think  that  the  refinements  of  banking  exchanges 
which  have  gone  on  .through  a  process  of  evolution  from  Urst  to  the 
last  have  necessarily  limited  the  use  of  metallic  money,  and  that  metal- 
lic money  is  now  only  in  demand  for  the  pur])ose  of  reserves  in  banks 
and  for  the  purpose  of  settling  international  balances.  What  is  said 
upon  the  subject  of  ultimate  redemption  of  the  demand  obligations  of 
the  nations  of  the  world,  or  the  time  obligations  so  far  as  it  extends  to 
the  assumption  that  there  is  not  enough  gold  in  the  world  for  that  pur- 
pose, is  based  upon  the  very  erroneous  idea  that  all  these  obligations 
are  to  be  redeemed  at  one  and  the  same  time.  There  is  no  one  who 
wishes  redemption  of  the  obligations  which  he  holds  for  any  other  pur- 
pose than  to  obtain  something  else,  except  a  miser  who  desires  to  hoard 
his  money. 

The  Ghaibman.  Something  else  that  can  not  be  obtained  by  any 
other  thing. 

GOLD  SUPPLY  ample. 

Mr.  EOKBLS.  But  the  amount  of  gold  needed  for  the  current  obliga- 
tions of  any  people  is  to  be  estimated  in  the  same  way  that  the  amount 
of  reserve  to  be  held  against  the  deposits  of  a  bank  is  estimated. 
Kobody  expects  the  depositors  of  a  banking  company  to  come  in  and 
demand  all  their  deposits  at  the  same  date.  Bankers  can  estimate  from 
time  to  time  their  needed  reserves  just  as  a  man  estimates  who  is  con- 
ducting a  grocery,  or  any  other  business,  how  much  he  will  need  to 
meet  the  current  wants  of  his  customers.  To  my  mind  it  is  just  as 
erroneous  to  say  on  the  grounds  stated  that  there  is  not  enough  gold  in 
the  world  to  meet  the  outstanding  obligations  of  the  people  as  to  say 
that  everybody  will  want  the  same  article  of  food  on  the  same  day  and 
the  supply  is  inadequate.  For  instance,  the  national  banks  in  this 
country  showed  at  their  last  call  that  they  had  nearly  $2,000,000,000 
in  individual  and  other  dei>osits  and  only  had  in  bank  $381,000,000  of 
lawful  money  reserve. 

Now,  that  $381,000,000  is  more  than  sufficient  to  meet  any  demand 
that  might  be  made  upon  the  part  of  depositors,  as  estimated  by  the 
action  of  depositors  at  previous  times,  and  upon  the  same  principle  if 
to-day  there  is  in  this  country  or  elsewhere  the  percentage  of  gold 
necessary  for  current  redemption,  the  amount  to  be  ascertained  in  the 
same  way  that  bank  reserves  necessarily  are  ascertained,  there  would 
be  sufficient  amount  to  meet  all  demands.  If  there  should  be  a  sudden 
demand  for  a  larger  amount  the  bank  has  facility  for  getting  that 
amount  from  the  places  where  there  is  a  surplus,  because  the  banks 
have  the  kinds  of  assets  which  are  convertible  and  which  are  desired 
by  the  people  who  have  a  loanable  capital,  and  they  have  the  machinery 
for  the  immediate  conversion  of  them.  It  is  just  as  it  was  when  the 
Baring  failure  occurred.  It  was  hot  difficult  for  the  Bank  of  England 
to  get  from  the  Bank  of  France,  which  had  a  large  surplus,  aU  the 
necessary  gold  it  desired. 
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The  Ghaibman.  Mr.  Fowler  has  to  go.  Please'  let  Mm  ask  one 
question,  which  he  very  much  desires  to  ask. 

BANE  OF  FBANOB. 

Mr.  FowLEB.  I  want  to  explain  away  another  assumption  that  has 
been  made  by  Mr.  Newlands.  The  assumption  is  this:  The  argument 
has  been  repeated  here  that  the  Imperial  Bank  of  Germany  and  the 
Bank  of  France  issued  their  notes  under  cover.  As  a  matter  of  fact, 
there  is  not  oue  single  dollar  set  aside  by  the  Imperial  Bank  of  Germany 
for  the  security  of  a  single  note,  and  although  the  issue  i)ower  of  the 
Bank  of  France  is  4,000,000,000  francs,  or  $800,000,000  of  our  money,  and 
its  outstanding  notes  are  $735,843,041,  there  is  absolutely  not  one  dollar 
security  specifically  set  aside  to  cover  a  single  one  of  those  notes;  that 
is,  the  issue  of  all  notes  amounts  to  $735,8^,041.  The  deposits  of  the 
people  of  France,  public  and  private,  with  the  Bank  of  France  amount 
to  only  $126,597,795;  so  that  the  Bank  of  France  maintains  its  redemp- 
tion purely  upon  a  note  issue  for  which  there  is  absolutely  not  the  cover 
of  a  single  dollar. 

And  in  addition  to  that,  the  banks  of  Scotland,  the  banks  of  Ireland, 
and  the  joint  stock  banks  and  private  banks  in  England,  excluding  the 
Bank  of  England,  have  a  credit  currency  of  $70,000,000,  for  not  one  dol- 
lar of  which  is  there  a  single  dollar  set  aside  for  specific  cover. 

Mr.  Newlands.  Are  you  on  the  witness  stand  nowt 

Mr.  Fowler.  I  am,  sir. 

Mr.  Newlands.  Permit  me  to  ask  you  one  question.  The  report  of 
the  Director  of  the  Mint  for  1895,  page  40,  gives  a  statement  of  the 
uncovered  paper  money  in  France  and  Germany,  and  it  states  that  the  >^ 

uncovered  paper  money  of  France  is  $32,000,000,  and  the  uncovered 
paper  money  of  Germany  is  $65,000,000.  Do  you  claim  that  that  is 
incorrect! 

Mr.  FoWLEB.  I  say  that  statement  Was  technically  correct  at  the 
time  it  was  made,  because  the  bank  itself  simply  had  that  in  its  treas- 
ury, but  there  was  not  one  single  dollar  set  aside  to  secure  the  note 
issue.  It  might  be  the  next  day  they  would  not  have  half  as  much 
metallic  money  to  secure  that  as  the  day  the  Director  of  the  Mint  made 
that  statement  f 

Mr.  Newxands.  You  mean  that  they  did  not  require  it  to  be  covered  t 

Mr.  FowLEB.  That  is  it,  exactly. 

Mr.  Kewlands.  But  do  you  take  issue  with  the  statement  made  by 
the  Director  of  the  Mint  that  on  the  day  that  that  report  was  made 
France  had  out  only  $32,000,000  and  Germany  only  $60,000,000! 

Mr.  FOWL.EB.  I  know  nothing  about  the  correctness  of  his  statement 
that  day.  The  Bank  of  France  might  not  have  had  upon  the  same 
day  a  single  dollar  of  metal  there,  excepting  of  its  own  volition. 

Mr.  Kewlands.  Assuming  that  the  bank  has  the  power  to  issue  this 
vast  amount  of  uncovered  paper  money,  it  only  verifiies  the  proposi- 
tion that  no  safe  bank  in  God's  world  would  ever  issue  it.  If  you  rely 
on  the  banks  of  this  country  to  furnish  the  country  with  paper  money  _ 
your  hope  of  getting  sufficient  volume  of  such  money  will  not  be  real- 
ized, because  no  safe  bank  Avill  issue 

Mr.  Fowleb.  Then  the  Bank  of  France  is  not  a  safe  bank,  and  its 
issue  of  $710,000,000  in  paper  money  is  not  safe. 

Mr.  Newlands.  Now,  to  come  back  to  the  United  States  and  the 
question  as  to  whether — as  I  understand  it — bank  carrency  should  be 
substituted  for  Government  currency.  I  wish  to  ask,  in  your  judgment, 
what  amount  of  uncovered  paper  money  is  there  in  this  country  ^-dayf 
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PAPER  MONEY  OF  THE  UNITED   STATES. 

Mr.  EOKELS.  There  are  $235,000,000  in  national-bank  notes.  There 
are  $346,000,000,  technically,  of  legal-tender  notes.  There  are  about 
$125,000,000, 1  think,  of  the  Sherman  notes.  In  addition  to  these  are 
the  Bland  silver  dollars  and  the  other  silver  dollars  that  we  have 
coined,  which,  correctly  speaking,  are  credit  currency,  because  they 
depend  upon  something  besides  themselves. 

Mr.  Johnson.  Do  you  consider  them  credit  currency  to  their  face 
value  t 

Mr.  EoKEiiS.  I  snppose  that  the  silver  dollars  would  be  credit  cur- 
rency only  to  the  extent  of  the  difference  between  one  hundred  cents 
and  their  bullion  value.    There  would  be  $565,000,000,  about,  in  silver. 

Mr.  Newlands.  Do  you  regard  all  that  as  credit  currency,  save  so 
far  as  the  bullion  value  of  the  silver  may  be  there  for  its  redemption  f 

Mr.  Ec£:els.  Yes:  as  stated. 

Mr.  Newlands.  if  that  bullion  was  paid  out  in  redemption  to  its 
market' value  and  put  in  the  markets  of  the  world,  would  it  maintain 
that  value  f 

Mr.  Eckels.  Its  bullion  value? 

Mr.  Newlands.  Yes;  its  present  bullion  value. 

Mr.  Eckels.  No;  I  suppose  not.  If  a  great  quantity  of  it  were 
thrown  on  the  market  it  would  go  down,  just  as  the  price  depreciated 
when  the  Sherman  silver  law  made  a  market  for  all  the  silver  in  the 
country. 

Mr,  Newlands.  Then  do  you  or  do  you  not  regard  all  this  money — 
silver  certificates,  silver,  Treasury  notes,  greenbacks  and  national 
bank  notes — as  redeemable  in  goldf 

Mr.  Eckels.  I  do.  I  think  under  the  act  of  1890,  which  says  it  is 
the  declared  policy  of  the  Government  to  maintain  the  parity  of  the 
metals,  that  that  law  is  nullified  unless  every  dollar  is  exchangeable 
with  every  other  dollar  without  loss  to  anyone. 

Mr.  Nbwlands.  And  apart  from  that  law  w^^^l^i  you  regard  it  as 
wise  policy  to  maintain  that — all  this  credit  money — ^redeemable  in 
goldf 

Mr.  Eckels.  I  would.  I  regard  it  as  an  unfortunate  circumstance 
that  we  have  this,  but  having  gone  into  it,  there  is  no  way  that  the 
Oovemment  creditably,  no  matter  what  the  cost,  can  get  out  of  it  except 
by  maintaining  the  parity  of  the  metals. 

Mr.  Nbwlands.  How  much  gold  is  there  in  this  country! 

OOLD   stock  of  .THE  UNITED  STATES. 

Mr.  Eckels.  I  think  there  is  over  9700,000,000.  The  estimate  of  the 
Director  of  the  Mint  is  not  at  all  high,  and  my  information  comes  from 
an  investigation  made  in  June  last  of  the  amount  of  gold  held  by  the 
individual  banks,  national.  State,  savings,  and  private  ones.  In  their 
returns  the  kinds  of  cash  which  they  held  were  separated.  There  was 
at  that  time,  as  I  remember  it,  about  $420,000,000  in  gold  in  the  banks. 

Mr.  Newlands,  Exclusive  of  the  Treasury? 

Mr.  Eckels.  Exclusive  of  the  Treasury.  Then  there  was  the  gold 
in  the  Treasury,  and  an  estimate  was  made  of  the  amount  of  gold 
hoarded,  which  at  that  time  was  a  very  large  amount.  I  know  of  one 
incident  where  in  one  bank,  after  the  election,  one  man  took  from  its 
safe  deposit  vault  $240,000  in  gold  coin  and  put  it  into  the  bank  ])roper, 
and  I  know  of  a  number  of  instances  where  $40,000  and  $50,000  in  gold 
coin  were  taken  out  of  deposit  boxes  in  this  way.    Of  course  there  is 
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a  large  amount  of  gold  coin  in  circulation  in  the  Pacific  States.  In  all 
the  silver-producing  States  there  is  held  by  the  banks  about  $15  of 
gold  to  $1  in  silver. 

Mr.  Newlands.  What  do  you  estimate  the  total  amount  of  gold  in 
circulation  in  the  Pacific  Coast  States  is  to-day  f 

Mr.  Eckels.  I  can  not  tell  that  specifically. 

Mr.  Nbwlands.  That  is  not  important  if  it  takes  any  time, 

Mr.  Eckels.  It  is  in  my  rei)ort.  I  will  be  very  glad  to  give  you  a 
copy  of  it. 

Mr.  Nbwlanbs.  The  Mint  Director,  in  his  report  for  1896,  says  that 
the  gold  stock  of  this  country  is  $618,000,000.  Do  you  regard  that  as 
an  underestimate? 

^Ir  Eckels   I  do 

Mr.  Newlands.  You  think  there  is  $700,000,000  of  gold! 

Mr.  Eckels.  Yes;  especially  now,  in  view  of  the  large  imports  which 
have  occurred  during  the  last  few  months. 

Mr.  Newlands.  Assuming  that  we  have  $618,000,000  of  gold  and 
we  have  credit  money  to  the  extent  of  $1,000,000,000  represented  by 
these  various  forms  of  money,  do  you  think  it  desirable  that  the  num- 
ber of  units  in  this  country  should  be  diminished;  do  you  think  we  can 
get  along  with  less  than  $1,600,000,000! 

Mr.  Eckels.  I  think  to-day  there  is  a  redundancy  of  currency. 

AMOUNT  OF  DEPOSITS  IN  THE  BANKS. 

Mr.  Newlands.  Now,  you  stated  that  the  deposits  in  the  national 
banks  alone  were  $2,000,000,000.  What  is  your  estimate  of  the  total 
deposits  in  all  the  banks  of  the  country  f 

Mr.  Eckels.  $5,000,000,000  is  a  rough  estimate.  I  can  tell  what 
they  were  in  the  last  report. 

Mr.  Newlands.  This  is  in  the  last  report,  October  31,*  the  deposits 
of  the  State  banks  were  $695,659,914;  loan  and  trust  companies, 
$586,468,156;  savings  banks,  $1,935,466,468,  and  in  private  banks 
$59,116,378. 

Mr.  Eckels.  Well,  the  aggregate  of  that  is  about  $5,000,000,000, 
in  deposits,  isn't  itt 

Mr.  Newlands.  Yes,  I  think  so.  It  is  not  important  as  to  the  exact 
amount.  It  is  between  $4,000,000,000  and  $5,000,000,000,  not  exceeding 
$5,000,000,000  and  not  probably  less  than  $4,000,000,000. 

Mr.  Eckels.  I  think  it  is  certainly  $5,000,000,000. 

Mr.  Newlands.  You  think  it  is  certainly  $5,000,000,000! 

Mr.  Eckels.  Yes. 

BESEBVE  HELD  AGAINST  DEPOSITS. 

Mr.  Newlands.  Now,  assuming  that  we  have  1,600,000,000  monetary 
units  in  the  shape  of  dollars  in  this  country  and  $600,000,000  or  $700,- 
000,000  of  this  is  gold  and  the  other  is  bank  paper,  redeemable  in  gold, 
I  ask  you  whether  you  think  that  the  banks  of  the  country  ought  to 
have  any  considerable  amount  of  gold  as  reserve  against  this  deposit 
of  $5,000,000,000. 

Mr.  Eckels.  Undoubtedly;  they  have  to  carry  a  reserve. 

Mr.  Newlands.  Would  you  think  they  ought  to  keep  it  in  gold; 
would  you  have  them  keep  their  reserves  in  gold  I 

Mr.  Eckels.  Yes;  I  would  have  them  keep  it  in  gold. 

The  Ghaibman.  You  are  talking  about  their  cash  reserve  f 
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Mr.  EOEBLS.  Oh,  yes. 

Mr.  Newlands.  About  how  much  do  you  think  they  ought  to  keepf 

Mr.  EOKELS.  It  has  been  found  that  the  necessary  amount  of  reserve 
to  be  held  against  deposits  iti  what  are  termed  reserve  cities  is  25  per 
cent  of  the  individual  deposits  and  15  per  cent  in  places  not  reserve 
cities. 

Mr.  Newlanbs.  What  would  you  say  is  the  average  amount  re- 
quired f 

Mr.  EoEBLS.  The  average  amount  would  be  between — you  can  not 
well  draw  an  average. 

Mr.  Newlands.  Would  you  say  16, 18,  or  20  per  centt 

Mr.  EoEEiiS.  Eighteen  per  cent.  They  do  hold  a  larger  reserve  than 
that,  as  a  general  thing. 

Mr.  Newlands.  We  have  here  the  statement  that  there  are  $5,000,- 
000,000  of  deposits  in  this  country.  Now,  the  question  is,  how  much 
gold  should  these  banks  hold  against  these  dei>osits  as  reserves. 

The  Ghaibman.  He  has  answered  that. 

Mr.  Newlands.  Very  well,  I  am  going  on.  He  has  just  answered 
that  question.  Now,  you  toy  about  an  average  of  18  per  cent  in  gold 
would  be  sufficient  f 

Mr.  Eckels.  Yes. 

Mr.  Newlands.  Now,  18  per  cent  of  $5,000,000,000  would  be  $900,- 
000,000  of  gold  as  reserve  for  the  deposits. 

A  SAFE  RESERVE. 

Mr.  Eckels.  The  national  banks  hold  an  average  of  about  18  per  cent. 

Mr.  Newlands.  And  that,  you  say,  is  safe! 

Mr.  Eckels.  Yes,  I  think  that  is  a  safe  reserve. 

Mr.  Newlands.  Requiring  $900,000,000  in  gold! 

Mr.  Eckels.  Yes. 

Mr,  Newlands.  Now,  we  have  also  out,  say,  $1,000,000,000  paper 
money.  What  would  you  regard  as  a  safe  gold  reserve  to  hold  against 
thatf 

Mr.  Eckels.  The  national-bank  currency  is  taken  care  of  very  satis- 
&ctorily  by  a  5  -per  cent  redemption  fund.  You  can  not,  Mr.  Newlands, 
estimate  that  the  same  amount  of  money  as  a  redemption  money  is 
necessary  for  the  current  redemption  of  your  notes  as  for  deposits, 
because  people  do  not  care  to  carry  metallic  money,  and  they  do  not 
carry  it,  and  they  will  not  carry  it.  They  only  want  to  know  that  when 
they  go  to  the  bank  of  issue  they  can  have  their  notes  redeemed. 

Mr.  Newlands.  Then  you  have  5  per  cent  more  needed  as  a  reserve 
for  the  notes.  That  5  per  cent  on  $1,000,000,000  is  $50,000,000.  The 
total  gold  reserve  of  the  country,  then,  would  be  $950,000,000. 

Mr.  Eckels.  Undoubtedly  that  would  be  so  upon  the  estimate  made 
But  it  must  be  remembered  that  when  the  point  is  reached  where  it 
is  all  bank  credit  currency,  the  legal-tender  obligations  have  been 
exchanged,  and  the  Sherman  notes  have  been  converted  into  gold,  and 
the  additional  necessary  gold,  if  any  is  needed,  will  have  been  imx>orted 
into  the  country.    So  the  gold  in  the  country  has  been  increased. 

Mr.  Newlands.  Will  you  tell  me,  Mr.  Eckels,  where  you  are  to  get 
this  extra  amount  of  gold  fromf 

Mr.  Eckels.  Get  it  wherever  there  is  a  surplus — and  there  is  always 
a  surplus  somewhere— just  as  England  got  gold  from  France,  the 
necessary  surplus,  to  carry  on  the  Bank  of  England  when  confronted  by 
the  Baring  difflculty. 
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Mr.  Newlands.  Now,  then,  let  me  call  your  attention  to  the  Mint 
Director's  report.  His  report  shows  that  in  England,  France,  and  Ger- 
many alone  one-half  of  the  gold  in  the  world  is  at  the  present  time 
located,  $2,000,000,000,  and  that  the  other  half  of  the  gold  is  scattered 
around  the  rest  of  the  world — part  of  it  is  in  Kussia,  part  of  it  in 
Austria,  part  of  it  in  this  country,  and  a  little  of  it  in  other  countries. 
Assuming  that  $2,000,000,000  of  gold  are  required  for  the  business  of 
England,  France,  and  Germany,  do  you  think  the  other  $2,000,000,000 
is  enough  for  all  the  rest  of  the  world  f 

Mr.  Eckels.  That  is  an  assumption.  Let  me  ask  you  a  practical 
question.  Have  you  ever  known  a  time,  Mr.  Newlands,  when  we  wanted 
gold  in  this  country  that  we  could  not  get  it  if  we  were  willing  to  pay 
for  it! 

Mr.  Newlands.  That  involves  a  long  answer,  and  I  do  not  want  to 
take  up  the  time  of  the  committee. 

(K)LD   CAN  ALWAYS  BB  OBTAINED. 

Mr.  Eckels.  I  will  answer  that  question  in  this  way ;  that  it  does 
not  make  any  difference  whether  that  $2,000,000,000  is  in  Englaud, 
Germany,  France,  China,  or  anywhere  else;  if  we  want  it  we  can  get  it 
if  we  are  willing  to  pay  for  it.  We  may  at  times  have  to  pay  more  for 
it  than  at  other  times,  but  there  never  has  been  ja  time,  even  during  the 
period  of  the  war,  that  gold  could  not  be  obtained  if  we  paid  the  rate 
charged  for  it.  I  think  that  there  will  always  be  a  sufficient  amount  of 
gold  here  when  it  is  needed,  and  when  it  is  not  needed  it  will  be  else- 
where. It  moves  about.  One  day  it  will  be  in  England,  another  day 
it  will  be  in  Germany,  another  day  it  will  be  in  France,  and  another 
day  it  will  be  here,  but  always  filling  up  the  vacuum  which  ought  to  be 
filled,  and  if  that  vacuum  exists  in  the  United  States,  and  the  reason 
for  its  filling  exists,  the  experience  of  the  past  proves  it  will  be  filled. 

The  amount  also  will  vary.  Your  estimate  of  $950,000,000  may  be 
just  enough  today,  entirely  too  much  to-morrow,  and  wholly  insufficient 
the  next  day.  It  is  always  dependent  upon  changes  in  trade,  conditions 
of  credit,  and  other  circumstances  of  a  like  character. 

Mr.  Fewlands.  Suppose  we  should  go  to  that  kind  of  a  banking  sys- 
tem to-day,  and  require  $950,000,000  in  gold.  Having  only  $700,000,000 
we  would  require  $250,000,000  more.  Now,  looking  all  over  the  world, 
from  what  country  would  you  get  it! 

Mr.  Eckels.  We  could  get  it  from  England,  from  France,  from  Ger- 
many, just  as  the  banks  got  it  six  months  ago  when  they  undertook  to 
maintain  the  gold  reserve  in  the  Treasury,  and  as  they  have  done  before 
and,  as  I  said  earlier,  the  Chicago  banks  did  in  the  panic  of  1893.  They 
sent  over  and  obtained  it  abroad. 

Mr.  Newlands.  I  presume  they  could  get  it  if  they  bid  high  enough 
for  it, 

Mr.  Eckels.  Yes;  it  would  always  come  where  it  was  needed  by 
paying  the  price  it  commanded. 

Mr.  Newlands.  In  other  words,  while  we  would  have  to  increase  our 
reserves  from  $700,000,000  to  $950,000,000,  your  assumption  is  that  gold 
always  could  be  gotten  somewhere  by  bidding  enough  for  it,  and  that, 
on  the  other  hand,  those  countries  from  which  we  get  this  gold  could 
get  it,  in  their  turn,  by  bidding  enough  for  it  when  they  needed  it. 

The  Chairman.  Is  he  correct  in  his  assumption  that  we  need 
$900,000,000  in  gold. 

Mr.  Eckels.  I  have  not  made  the  climate  ^  that  is  the  estimate  of 
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Mr.  Newlands.  It  really  makes  little  if  any  difference,  however,  what 
the  amount  is.  The  fact  remains  that  when  it  is  needed  here  we  coald 
get  it,  and  if  it  is  not  needed  here  then  it  goes  where  it  is  needed, 
because  capital  only  remains  in  the  place  where  it  is  needed  and  it 
leaves  when  it  is  not  needed. 

Mr.  Newlands.  England,  France,  and  Germany  are  the  greatest 
creditor  nations  of  the  world,  are  they  nott 

Mr.  Eckels.  I  believe  so. 

Mr.  Newlands.  They  have  vast  deposits  also  in  their  banks,  haven't 
they  I 

Mr.  Eckels.  Yes. 

Mr.  Newlands.  They  are  obliged  to  keep  certain  reserves  f 

Mr.  Eckels.  Yes. 

Mr.  Newlands.  Now,  then,  if  as  a  matter  of  fact  yon  find,  running 
over  a  period  of  years,  that  those  three  countries  have  kept  on  hand 
about  12,000,000,000  in  gold,  would  you  not  conclude  that  was  the 
amount  of  gold  that  they  regard  as  proper  and  necessary  as  the  basis 
for  their  deposits  and  reserve  for  their  note  issues  f 

Mr.  Eckels.  I  should  think  that  that  was  their  estimate,  but  at  the 
same  time,  if  they  had  enough  surplus  of  gold  to  furnish  people  elsewhere 
heretofore  who  needed  it,  I  should  think  they  could  continue  to  do  so. 

Mr.  Nbwlands.  Have  you  observed,  during  the  past  five  or  six 
months,  that  when  we  were  selling  wheat  abroad,  and  the  price  was 
advancing  because  of  the  famine  of  wheat  in  India,  there  was  a  move- 
ment in  England  to  check  the  export  of  gold  to  this  country  f 

Mr.  Eckels.  Yes. 

Mr.  Newlands.  Why  did  England  seek  to  check  that  export;  was  it 
not  because  she  thought  she  required  the  gold  she  had  on  hanaf 

Mr.  Eckels.  She  thought  she  had  more  need  for  it  there  than  we  did 
here,  but  she  could  not  do  it. 

Mr.  Newlands.  And  she  raised  the  discount  from  2  or  3  per  cent  up 
to  5  per  cent. 

Mr.  Eckels.  But  she  could  not  keep  the  gold  from  coming  over  here 
because  there  was  more  demand  for  it  here  and  they  wanted  something 
else  we  had  more  than  they  wanted  the  gold. 

BATE   OF  DISCOUNT  OF  BANK  OF  ENGLAND. 

Mr.  Kewlands.  What  is  the  normal  rate  of  discount  of  the  Bank  of 
England  f 

Mr.  Eckels.  I  could  not  tell. 

Mr.  Newlands.  I  believe  it  is  about  2  per  cent. 

Mr.  Eckels.  Between  1^  and  2  per  cent. 

Mr.  Newlands.  The  discount  recently  has  been  4  and  5  per  ceatf 

Mr.  Eckels.  Yes. 

Mr.  Newlands.  That  rate  of  discount  was  raised  to  check  the  export 
pf  gold  from  that  country  to  this  country? 

Mr.  Eckels.  Yes. 

Mr.  Newlands.  They  needed  the  gold  and  they  wanted  to  hold  the 
gold! 

Mr.  Eckels.  But  they  needed  wheat  more  than  they  did  gold. 

Mr.  Newlands.  So  you  say  their  gold  came.  It  did  not  come  in  the 
same  quantities,  however,  as  it  would  had  not  the  rate  of  discount  been 
raised  f 

Mr.  Eckels.  That  is  so. 

Mr.  Newlands.  Then,  in  order  to  get  that  gold,  just  as  soon  as 

CUB 18 
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they  raised  that  rate  didn't  it  check  the  rise  in  the  value  of  our  wleat-^ 
didn't  we  have  to  offer  more  wheat  for  their  gold  to  get  it? 

Mr.  EoKELS.  Wheat  continued  to  rise  in  price. 

Mr.  !Nbwland8.  But  would  it  not  have  risen  more  in  price  if  it  had 
not  been  for  that  raise  of  the  discount  in  the  rate  of  the  Bank  of 
England  ? 

Mr.  Eckels.  No,  I  do  not  think  so. 

Mr.  Kewlands.  Didn't  that  raise  make  gold  harder  for  us  to  get  a\^d 
wheat  easier  for  them  to  get! 

Mr.  Eckels.  Ko,  I  think  it  made  the  wheat  harder  to  get,  because 
they  had  to  i)ay  more  for  the  money  to  get  it  with. 

Mr.  Newlands.  And,  on  the  contrary,  we  wanted  gold  instead  of 
wheat;  that  would  make  us  offer  more  wheat  to  get  gold,  would  it  not! 

Mr.  Eckels.  Yes,  if  conditions  were  reversed,  I  suppose  that  is  so. 

Mr.  Newlands.  I  agree  with  you,  that  if  England  raised  the  rate 
of  discount  to  5  per  cent  we  could  only  get  it  by  making  the  use  of  gold 
more  profitable  here. 

Mr.  Eckels.  And  making  what  we  have  more  desirable  there. 

Mr.  Johnson.  I  respectfully  .submit,  Mr.  Chairman,  that  the  time  of 
the  Comptroller  is  valuable  to  us  as  well  as  to  himself,  and  that  in  thiB 
examination  of  him  there  ought  to  be  a  fair  division  of  time  among  the 
members  of  the  committee.  1  have  gotten  through  with  what  I  had  to 
ask,  and  I  submit  that  the  gentleman  from  Nev^a  has  exhausted  his 
time  and  that  other  gentlemen  should  now  be  allowed  to  ask  questions. 
The  time  is  limited. 

.  Mr.  Newlands.  The  committee  has  been  exceedingly  courteous  to 
me,  and  I  am  very  much  obliged  for  the  courtesy.  It  seems  to  me  that 
this  is  a  most  important  question.  Everybody  admits  the  candor  and 
the  sincerity  and  ability  of  the  Comptroller.  We  are  here  for  informa- 
tion and  not  here  as  partisans,  and  it  seems  to  me  that  we  can  make  no 
inquiries  so  pertinent  as  the  sufficiency  of  the  gold  stock  in  this  and 
other  countries  for  the  reserves  of  banks. 

The  Chairman.  This  is  not  a  meeting  for  general  inquiry. 

Mr.  Newlands.  Upon  this  very  question  I  insist  I  am  confining 
myself  to  the  question.  I  would  like  at  some  future  time  to  pursue 
this  inquiry,  when  convenient  to  the  committee,  for  half  an  hour  or  an 
hour  longer,  and  I  trust  it  will  not  swell  into  the  four  or  five  days  to 
which  the  chairman  has  alluded. 

The  Chaibman.  I  have  no  doubt  but  that  it  will  swell  into  four  or 
five  days,  however. 

Mr.  Newlands.  I  have  doubt  of  it.  I  have  doubts  whether  it 
assumed  the  proportions  the  chairman  has  mentioned  upon  the  other 
occasion. 

Mr.  Eckels.  I  will  be  very  glad  to  come  before  the  committee  at 
some  future  time  to  discuss  that  question.  Of  course  you  understand 
that  this  is  not  my  field;  that  is  the  field  which  should  be  occupied  by 
the  Secretary  of  the  Treasury,  unless  it  is  brought  in  in  connection  with 
that  which  I  think  is  essential  to  putting  the  country  in  a  condition  for 
a  proper  banking  measure.  I  repeat  my  former  statement,  that  unless 
these  other  things  are  gotten  out  of  the  way  a  banking  bill  simply 
relieves  us  of  a  large  inconvenience  and  some  loss,  but  that  it  can  not 
accomplish  a  permanent  good  until  we  put  ourselves  on  a  basis  of  not 
having  the  Government  issue  credit  currency,  whether  it  be  in  the 
shape  of  paper  or  depreciated  silver.  If  thought  best  I  would  at  some 
future  time  be  very  glad  to  continue  the  discussion  of  this  and  kindred 
questions  involved  in  our  financial  situation. 


^ » 
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BBANGH  BANKS. 
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Mr.  Oox,  I  would  like  to  ask  one  question  of  the  Comptroller.  To 
get  back  to  the  question  of  branch  banks,  which  we  were  discussing  this 
morning,  if  I  have  got  your  idea  about  that,  you  would  try  to  supply 
the  scarcity  of  money  at  certain  times  by  branel^  banks  of  large  banks — 
isn't  that  itt  .  '^ V 

Mr.  Eckels.  Yes.  The  reason,  Mr.  Cox,  that  in  these  communities 
independent  banks  can  not  be  established  is  because  they  have  not  the 
necessary  surplus  capital  for  that  purpose,  and  therefore  must  depend 
on  oatside  aid. 

Mr.  Cox.  I  appreciate  fully  the  remarks  you  made  about  that. 

Mr.  Eckels.  But  they  could  imx>ort  capital  from  large  outside  banks 
through  such  branches.  These  branches  could  be  conducted  very  much 
more  economically  than  independent  banks  in  those  communities,  as 
the  investment  of  money  in  capital  would  not  be  necessary. 

Mr.  Cox.  I  appreciate  your  idea  very  fully. 

Mr.  Eckels  (continuing).  And  the  generaj^batikingteiachinery  would 
be  found  to  be  cheaper,  and  therefore  tfi%l¥M>ii^  rates  would  be 
cheaper. 

Mr.  Cox.  You  are  working  at  the  same  thing  I  am. 

Mr.  Johnson.  I  think  the  answer  is  somewhat  misleading  when 
taken  in  connection  with  an  answer  the  Comptroller  made  to  a  question 
I  asked  him — that  the  more  inexpensive  the  notes  are  to  the  banks,  the 
more  likelihood  there  will  be  of  these  agricultural  communities  having 
a  plenty  of  money. 

Mr.  Eckels.  Anything  consistent  with  safety  which  tends  to  cheapen 
the  rate  of  cost  to  institutions  which  are  issuing  money  benefits  the 
people  who  are  getting  that  money,  as  it  means  for  them  lessened  rates 
of  interest  and  more  investible  capital. 

Mr.  Johnson.  For  instance,  the  lack  of  profits  might  deter  a  bank 
from  being  established  in  a  certain  community,  whereas,  if  there  was  a. 
greater  profit  in  circulating  notes  a  bank  would  be  established  there.' 

Mr.  Cox,  Let  me  draw  your  attention  to  the  state  of  facts  that  exists. 
Take  the  rural  districts  of  my  country.  Their  credit  consists  in  the 
real  estate  and  property.  That  is  what  they  have  now.  If  you  estab- 
lish a  branch  bank  from  one  of  the  large  banks  and  they  require  cer- 
tain bonds  and  stocks  convertible  into  cash  any  day  upon  the  market, 
can  that  possibly  give  our  folks  any  relief! 

PROVINCE   OF   COMMERCIAL  B-INKS. 
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Mr.  Eckels.  I  think  if  the  branches  are  established  in  such  places  v^* 

and  it  is  found  that  the  people  there  are  individnaJs  who  pa;  their 
debts  and  have  bankable  assets  which  can  be  converted  at  any  time, 
there  will  be  no  difficulty  about  their  borrowing.  Eight  here  permit  m^ 
to  say,  in  this  connection,  Mr.  Cox,  that  a  commercial  bank  can  not  take 
commercial  deposits  and  invest  those  commercial  deposits  in  fixed  loans 
and  investments  without  ultimately  breaking  the  bank.  The  province 
of  savings  banks  and  trust  companies  is  fixed  investments,  while  the 
province  of  commercial  banks  is  the  conduct  of  daily  commercial 
business. 

Mr.  Cox.  I  appreciate  that  very  much;  but  all  through  that  country 
is  a  system  of  State  banks  without  issue.  They  take  their  mortgages 
and  make  their  loans,  and  most  of  them  are  made  on  the  question  of 
security,  without  any  collateral  whatever.    It  is  personal  security. 
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Now,  when  you  establish  yoar  branch  bank,  would  it  not  be  better, 
under  all  the  circumstances  of  the  case,  to  leave  those  communities 
alone,  under  the  State  regulations,  to  control  their  own  matter  f 

Mr.  EoEELS.  Of  course  if  a  community  would  not  support  a  branch 
bank  the  bank  would  not  stay  there. 

STATE  BANKS. 

Mr.  Cox.  My  question  is  this :  Each  community  judging  of  its  own 
wants  and  necessities,  would  it  not  be  better  to  leave  those  communities 
under  the  State  regulations  to  establish  their  own  institutions  f 

Mr.  EoKBLS.  I  think,  so  far  as  I  know,  that  nobody  undertakes  to 
interfere  with  State  regulations  of  State  banks  or  anything  of  that  kind, 
except  in  the  matter  of  note  issue.  The  regulation  of  note  issues  is 
based  upon  the  ground  that  at  present,  at  least,  the  Government  is  pri- 
maonly,  or  ultimately,  resxK>nsible  for  the  redemption  of  the  notes.  The 
demands  of  trade  and  commerce  are  such  that  there  would  be  a  serious 
inconvenience,  even  though  no  loss  might  arise,  if  the  banks  of  each 
State  issued  their  own  different  character  of  moneys. 

Mr.  Cox.  Your  idea  and  mine  is  the  same  on  one  proi>osition — that 
this  issue  ought  not  to  be  based  on  bonds. 

Mr.  Eckels.  I  think  I  said  that  I  thought  the  correct  banking  prin- 
ciple was  to  issue  bank  notes  against  bankable  assets.  In  this  matter, 
however,  you  are  obliged  to  deed  with  this  practical  fact,  that  the  aver- 
age business  man  in  this  country  has  never  known  anythiDg  but  a  cur- 
rency based  on  securities.  A  new  currency  system  must  at  the  outset 
be  completely  enthroned  in  the  confidence  of  the  x)eople.  Because  of 
this  you  can  not  undertake  to  substitute  in  its  entirety  a  wholly  unse- 
cured currency  at  the  start  for  a  currency  that  is  secured,  but  ultimately 
I  think  the  point  could  be  reached  through  gradual  processes,  just  as 
any  other  thing  is  done,  by  which  the  largest  portion  of  the  banking 
currency  could  be  issued  against  credit  and  be  as  readily  accepted  by 
the  people.  It  would  of  course  require  a  high  order  of  banking  and  a 
high  grade  of  assets. 

Mr.  Cox.  I  appreciate  that  very  much,  but  let  me  draw  your  mind  to 
this  proposition :  Suppose  a  bank  is  organized  in  my  State  under  State 
authorities  with  the  right  to  issue  its  notes  under  proper  restrictions — 
we  will  assume  proper  restrictions  are  established— do  you  think  it  pos- 
sible that  any  State  could  put  its  notes  out  over  its  counter  unless  as 
well  secured  as  any  other  circulation  out  to-day  f 

Mr.  EOKELS.  I  think,  Mr.  Cox,  there  is  a  great  deal  of  unnecessary 
fear  about  State  bank  note  issues,  but  the  fact  that  it  does  exist  is 
the  fact  you  have  to  reckon  with.  I  have  no  doubt  that  just  as  the 
good  State  banks  in  Kew  York,  Louisiana,  Indiana,  Ohio,  and  Illinois 
and  elsewhere  maintained  the  payment  in  gold  of  their  notes  when  per- 
mitted to  issue  them,  they  now  would  do  the  same  thing,  and  I  have  no 
doubt  the  State  would  throw  about  them  every  possible  safeguard  as 
far  as  regulation  and  safety  are  concerned.  But  here  is  a  country  of 
vast  extent,  embracing  many  different  States  that  with  the  different 
systems  established  would  tend  to  create  a  constant  inconvenience 
without  giving  in  return  any  adequate  resulting  benefits. 

Mr.  Cox.  Assume  that  your  idea  is  correct.  Inconvenience  would 
exist  and  want  of  confiidence  in  that  circulating  medium.  Now,  then, 
whom  does  that  hurt? 

Mr.  EoKELS.  Why,  it  would  hurt  your  own  people  most  of  aO, 
because  it  would  withdraw  from  them  the  credit  extended  to  them  by 
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those  people  who  have  capital  they  wish  to  invest  and  who  are  doing 
business  with  them  in  the  knowledge  that  the  return  received  will  be 
exactly  in  kind  and  character  of  the  thing  loaned. 

Mr.  Oox.  Is  it  a  part  of  this  Government  to  take  care  of  the  credit 
of  my  people t 

Mr.  Eckels.  It  is  in  a  general  way,  in  not  permitting  it  to  be  unnec- 
essarily injured. 

The  Ohaibman.  In  estimating  the  amount  of  redemption  money 
needed  in  any  banking  system  in  any  country  can  the  estimate  be  made 
with  reasonable  accuracy  on  any  other  facts  than  the  actual  doing  of 
the  thing  proi>osed  by  the  banks  f 

Mr.  Eckels.  They  would  arrive  at  it  the  same  way  as  actuaries  in 
insurance  companies  arrive  at  the  question  as  to  how  much  they  should 
charge  on  policies. 

CBBDIT  CUBBENCT. 

Mr.  Spalding.  I  have  listened  with  a  great  deal  of  interest  to  you^ 
and  I  should  judge — I  want  to  see  whether  I  am  right — ^that  at  the 
present  time  you  would  not  recommend  an  issue,  or  a  banking  bill  that 
would  allow  the  issue,  of  notes  on  a  credit  basis  entirely  on  the  assets 
of  the  bankf 

Mr.  Eckels.  Not  wholly;  no. 

Mr.  Spalding.  You  have  stated  the  reasons.  I  wanted  to  see 
whether  I  had  the  idea. 

The  Ghaibman.  Just  as  safe  as  guarantees  of  bonds  f 

Mr.  Eckels.  I  think  it  amounts  to  the  same  thing. 

Mr.  Spalding.  For  instance,  the  assets  of  the  bank  are  how  held 
for  the  depositor,  and  if  there  was  an  issue  of  credit  currency  it  would 
take  away  the  assurance  of  the  depositor. 

Mr.  Eckels.  The  only  difficulty  would  be  in  having  the  minds  of  the 
depositor  and  the  note  holder  always  kept  right.  It  must  be  remem- 
bered that  there  have  been  5,060  national  banks  established,  and  there 
have  been  but  330  bank  failures.  Kobody  has  lost  anything  through 
a  bank  note. 

Mr.  Spalding.  Because  thev  are  guaranteed. 

Mr.  Eckels.  But  national  banks  have  not  failed  because  of  their 
having  bond  securities  preventing  loss  to  note  holders,  but  because 
they  have  been  well  conducted ;  and  I  imagine  if  these  banks  had  issued 
against  assets  with  the  same  good  management  there  would  not  have 
been  any  more  failures.  The  only  difference  would  have  arisen  irom 
the  public  having  felt  the  same  assurance  of  safety  in  the  notes  of  the 
banks.  A  change  in  the  matter,  of  course,  requires  the  reeducation 
of  the  public. 

BBDEMPTION  AGENCIES. 

Mr.  Hill.  Some  years  ago  the  national  banks  made  the  redemptions 
themselves.    Was  it  a  success  or  a  failure! 

Mr.  Eckels.  I  take  it^  from  the  changing  of  the  law,  that  it  did  not 
operate  well. 

Mr.  Hill.  Do  you  think  it  could  be  made  successihl  at  the  present 
timet 

Mr.  Eckels.  I  would  not  be  surprised  if  under  proper  circumstances 
there  might  be  redemption  agencies,  but  they  would  make  redemption 
more  expensive  than  it  is  now. 

Mr.  Hill.  In  that  respect  it  would  be  disadvantageous.  It  would 
require  a  larger  reserve  fund,  would  it  notf 
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Mr.  Eckels.  Probably. 

Mr.  SPALDtNO.  Most  of  the  bills,  except  Mr.  Brosias's  bill,  recommend 
the  issaing  of  notes  on  the  assets  of  the  bank,  and  that  is  the  reason 
why  I  ask  the  qae^on — ^because  we  are  discussing  these  particular 
bills. 

Mr.  BOKELS.  I  regret  that  I  am  now  compelled  to  go,  but  I  will 
appear  before  the  committee  at  another  time. 

The  committee  thereupon  adjourned. 


Committee  on  Banking  and  Cukrenoy, 

Washington^  2>.  C,  Monday^  February  1^  1897* 

The  committee  met  at  10.30  a.  m.  Members  present:  The  Chairman 
(Mr.  Walker)  and  Messrs.  Brosius,  Johnson,  Van  Yoorhis,  McCleary, 
Fowler,  Lefever,  Spalding,  Calderhead,  Hill,  Cox,  Stallings,  Black, 
Newlands,  and  Hendrick. 

Hon.  James  H.  Eckels,  Comptroller  of  the  Currency,  appeared  before 
the  committee  and  resumed  his  statement  begun  on  January  2S,  1897. 

STATEHElfT  OF  HON.  JAMES  H.  ECKELS,  GOMPTBOLLEB  OF  THE 

GUBBEirCT— -Continued. 

Mr.  Cox.  Mr.  Comptroller,  to  get  at  the  cardinal  principles  you  have 
in  your  mind  for  banking,  as  I  understood  at  the  commencement  of  your 
statement,  the  first  is  to  keep  the  Government  loose  entirely  &om  the 
redemption  of  the  notes  t 

Mr.  Eckels.  Yes. 

Mr.  Cox.  And  throw  that  upon  the  banks  to  redeem  their  notes t 
^Mr.  Eckels.  Yes;  after  the  Government  has  gotten  rid  of  its  obliga- 
tions. 

Mr.  Cox.  You  assume  the  Government  has  first  disposed  of  its  obli- 
gations and  then  redemption  shall  be  made  by  the  banks;  that  is  the 
first. principle! 

Mr.  Eckels.  Yes;  in  gold. 

Mr.  Cox.  Either  through  the  banks  or  a  proper  agency  established 
bylaw! 

Mr.  Eckels.  That  is,  the  banks  shall  be  responsible  for  the  redemption 
in  gold  of  all  promises  to  pay  which  they  issue. 

Mr,  Cox.  And  you  do  that  through  the  banks  and  not  through  the 
Government  at  all.    That  is  the  first  principle  you  have  announced! 

Mr.  Eckels.  Yes. 

Mr.  Cox.  The  next  point,  as  I  understood  you,  as  the  basis  of 
dri^ation  you  would  take  at  least  a  considerable  part  of  the  assets 
of  tlie  bank  ? 

Mr.  Eckels.  I  think  that  gradually  that  point  could  be  reached,  but 
it  could  not  be  at  the  outset. 

Mr.  Cox,  At  tiie  outset,  then,  you  would  have  to  have  some  other 
basis! 

Mr.  Eckels.  Either  the  guaranty  of  the  Government  or  a  basis  of 
security,  although,  as  I  announced,  I  believe  that  the  issuing  of  notes 
against  credit  is  the  theoretically  correct  principle  in  banking.  The 
principal  difficulty  in  adopting  such  a  course  at  tlie  outset  lies  in  the 
fact  that  the  people  are  not  educated  to  handling  and  believing  in  a 
currency  not  secured  by  a  deposit. 
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.  Mr,  Cox.  There  are  two  fdndamental  principles  you  start  out  with^ 
Now,  the  third  one  I  want  to  call  your  attention  to. 

The  Ghaibman.  Let  me  ask  a  question  right  there.  You  mean 
to  say  issuing  against  the  credits  of  a  bank  without  Government 
guaranty! 

Mr.  Eckels.  I  say,  theoretically,  i  think  that  is  the  correct  prin- 
ciple. 

The  Chairman.  Under  the  circumstances  you  would  require  a  double 
guaranty! 

Mr.  Eckels.  At  the  outset,  the  Government  guaranty  or  a  deposit. 

Mr.  Cox.  Those  two  principles  settled  in  a  bill,  then  I  want  to  ask, 
if  you  issue  your  circulation  upon  the  assets  of  a  bank,  to  what  extent 
do  you  think  you  could  go  with  perfect  safety  upon  that? 

Mr.  Eckels.  I  would  not  want  to  undertake  more  than  25  per  cent. 
That  I  would  regulate  by  a  tax,  too. 

Mr.  Cox,  Kegulate  by  a  tax,  do  you  mean,  or  provide  a  safety  fundt 

Mr.  Eckels,  I  would  have  a  safety  fund  for  that,  too,  but  I  also 
would  impose  a  tax  upon  that  part  of  the  circulation,  so  that  it  would 
not  remain  out  any  longer  than  it  was  absolutely  necessary  and  that 
banks  would  not  issue  that  character  of  currency  in  excess. 

Mr,  Bill.  Do  you  not  think  that  the  effect  of  a  compulsory  gold 
redemption  on  demand  by  the  banks  would  of  itself  be  a  sufficient 
restrictive  without  a  tax? 
^  Mr.  Eckels.  Well,  yes;  I  have  no  doubt  it  would,  but 

Mp'.  Hill.  Then  why  put  a  tax  on  ? 

Mr.  Eckels.  I  would  simply  do  that  at  the  outset  as  an  additional 
precautionary  measure. 

Mr.  Hill.  I  mean  ii  you  limit  it  to  25  per  cent  of  the  capital! 

Mr.  Eckels.  Possibly  the  tax  would  not  be  necessary  at  all. 

circulation  to  pah  value  of  bonds. 

Mr,  Cox.  One  other  question.  This  is  rather  disconnected  from  the 
point  here,  but  we  have  a  bill  which  has  passed  this  committee,  and 
which  is  in  the  House,  which  proposes  to  permit  the  banks  to  take  out 
circulation  up  to  the  par  value  of  the  bonds.  That  has  been  recom- 
mended, as  you  know,  several  times  by  you  and  your  predecessors  in 
office.  If  this  privilege  is  given  to  the  banks  to  take  out  circulation 
up  to  the  par  value  of  the  bonds,  do  you,  or  do  you  not,  think  it  wise 
that  the  law  ought  to  be  compulsory  to  make  them  take  out  circulation 
up  to  the  par  value  of  the  bonds? 

Mr.  Eckels.  No,  I  do  not  believe  any  law  ought  to  be  compulsory  as 
to  the  amount  of  circulation  that  shoidd  be  taken  out  or  the  amount 
that  should  be  retired,  for  if  a  law  is  placed  on  the  statute  books  to 
that  effect  the  element  of  elasticity  is  thereby  removed  and  a  hard  and 
fast  line  is  fixed  by  saying  instead  of  the  banks  regulating  the  amount 
of  circulation  which  should  be  issued  according  to  the  business  needs 
of  the  country,  as  they  see  it  from  day  to  day,  they  shall,  irrespective 
of  those  needs,  keep  out  so  much  circulation. 

Mr.  Johnson.  And,  as  I  understand  it,  the  business  needs  of  the 
country  should  be  the  criterion  as  to  the  amount  to  be  put  out? 

Mr.  Eckels.  Yes,  entirely  so. 

Mr.  Henbbick.  I  wish  to  ask  a  question  of  the  chairman.  I  thought 
it  was  understood  Friday  afternoon,  when  we  adjourned,  that  when  we 
met  to-day  the  Comptroller  was  to  continue  his  suggestions  without 
interruption.    Have  we  changed  that  rule? 
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Mr.  Eckels.  Before  going  on  farther  I  wisli  to  be  permitted  to  make 
a  personal  statement.  I  have  ox)me  before  the  Banking  and.  Currency 
Committee  at  the  request  of  the  committee,  not  for  the  purpose  of  pre- 
seuting  a  bill  of  my  own  or  with  any  set  plan  or  statement,  because  I 
have  not  prepared  either  a  bill  or  a  statement.  My  only  purpose  is,  if 
I  happen  to  have  any  knowledge  upon  the  subject  that  it  is  desirable 
to  obtain,  to  answer  such  questions  as  may  be  put  to  me  ux>on  the  lines 
which  suggest  themselves  to  the  members  of  the  committee.  I  wish  to 
cooxjerate  with  them  in  gathering  information  that  will  enable  them  to 
arrive  at  a  conclusion  as  to  what  ought  to  be  done  in  the  construction 
of  a  safe  and  practical  bill.  I  think  pertinent  to  the  matter  is  any 
question  which  affects  our  present  monetary  condition.  My  idea  has 
always  been  that  when  the  difficulties  under  which  the  country  labors 
from  a  financial  standpoint  are  solved  they  will  be  solved  through  the 
agency  of  a  properly  constructed  banking  bill.  It  is  through  that 
agency  the  country  must  obtain  relief  from  the  difficulty  wluch  the 
Treasury  Department  has  in  handling  its  demand  obligations,  and  also 
the  difficulties  which  it  labors  under  from  its  silver  currency.  Holding 
to  this  view,  it  seems  to  me  before  a  bill  can  be  properly  drawn 
members  must  inform  themselves  upon  not  only  one  branch  of  the 
country's  monetary  affairs,  but  upon  every  branch,  because  each  one  is 
dependent  upon  the  other.  If  one  evil  is  corrected  and  half  a  dozen 
other  evils  are  not,  the  country  will  not  be  much  better  off  than  it  was 
at  the  start.  As  all  these  questions  are  independent,  the  Banking  and 
Currency  Committee  ought,  in  my  judgment,  to  give  this  inquiry  a  very 
wide  range,  and  when  it  obtains  all  the  information  possible  it  can  then 
construct  a  measure  which  will  meet  the  needs  of  the  country. 

COMPULSOBY  NOTE  ISSUES. 

Mr.  Cox.  I  want  to  state,  Mr.  Chairman,  that  this  question  I  am 
propounding  to  Mr.  Eckels  is  fundamental  and  included  in  the  bills 
before  us  and  I  am  trying  to  see  how  it  will  work.  Now,  going  back  to 
the  last  question  I  asked  you  when  I  put  the  proposition,  '<  Would  it  be 
wise  to  make  the  banks  take  out  the  circulation  if  we  gave  them  the 
right  to  issue  up  to  the  par  value  of  the  bonds,"  your  answer  to  me  I 
fiUly  appreciate,  but  I  do  not  think  you  quite  got  my  idea.  That  is, 
if  we  gave  the  right  to  issue  up  to  the  par  value  of  the  bonds  and  they 
deposited  the  bonds  they  take  out  circulation  from  the  Government 
under  that  system? 

Mr.  Eckels.  Yes. 

Mr.  Cox.  Kow,  I  do  not  mean  to  say  they  shall  put  that  into  circula- 
tion, but  I  mean  to  say  they  shall  put  it  into  the  banks.  The  object  of 
that  is  to  prevent  quite  a  number  of  these  banks  from  depositing  the 
bonds  and  taking  out  no  circulation  at  all! 

Mr.  Eckels.  I  think  there  are  only  seven  or  eight  banks  in  the  system 
which  deposit  the  bonds  the  law  requires  of  them  on  the  organization 
of  a  bank  and  do  not  take  out  any  currency.  It  will  be  found,  with  the 
exception  of  the  seven  banks  mentioned,  that  circulation  is  taken  out, 
though  not  in  very  large  amounts;  but  the  impression  that  I  received 
from  your  question  was  that  if  the  banks  were  permitted  to  issue  up  to 
the  par  value  of  the  bonds,  there  should  be  a  compulsory  statute  which 
would  make  it  absolutely  incumbent  upon  them  to  take  out  the  amount 
of  circulation  to  which  they  would  be  entitled  under  the  previous  bank- 
ing act. 

Mr.  Cox.  Then,  to  bring  the  point  right  out,  that  would  not  force  the 
banks,  as  a  matter  of  fact,  to  pay  their  money  out  over  their  counters. 
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I  am  transferriDg  circalation  up  to  the  par  valne  of  the  bonds  ont  of 
the  Government  vaolts  into  the  vaults  of  tiie  banks,  and  the  object  is  to 
have  the  money  there,  so  when  an  emergency  arises,  if  it  arises,  of 
coarse  they  can  apply  to  the  Government  and  get  it,  but  it  prevents 
any  bank  from  dex>08iting  bonds — and  I  know  there  are  not  many  of 
them — and  taking  out  no  circalation  at  all.  That  is  the  idea  I  had  in 
the  matter,  and  I  wanted  to  see  how  it  would  work. 

Mr.  Spalding.  I  simply  want  to  ask  a  question  in  line  of  his  thought. 
What  serious  objection,  in  your  mind,  would  there  be  to  authorizing  the 
issuing  up  to  the  par  value  of  the  bonds,  and,  say,  50  per  cent  of  the  sur- 
plus of  the  bank  to  be  issued  as  a  credit  currency,  to  be  a  first  lien  on 
all  the  assets  of  the  bank?  It  would  be  an  inducement  for  a  bank  to 
keep  a  surplus,  and  there  would  be  some  profit  in  it,  and  it  would  limit 
the  amount  of  circulation  to  the  par  value  of  the  bonds  and  50  per  cent 
of  the  surplus  of  said  bank! 

Mr.  Eckels.  I  think  there  might  be  danger  of  inflation.  I  think  if 
you  start  out  with  too  large  a  i)ercentage  at  the  outset 

Mr.  Spalding.  You  can  cut  it  to  25  per  cent. 

Mr.  EoKBLS  (continuing).  That  there  would  be  possibly  some  doubt 
as  to  the  ability  of  the  bank  to  redeem  its  notes. 

Mr.  Spalding.  That  is  the  doubt  I  have  in  my  mind. 

ability  of  bank  managebs. 

Mr.  Eckels.  The  whole  gist  of  the  thing,  as  far  as  credit  currency 
is  concerned,  however,  turns  really  upon  the  ability  with  which  the 
banks  are  managed.  One  of  the  greatest  of  economic  writers  has 
called  attention  to  the  fact  that  a  great  many  years  ago  a  very  large 
number  of  the  banks  of  England  failed  and  there  was  a  total  loss  to 
the  note  holders  of  notes  issued  by  them  against  the  assets  of  the 
bank.  At  the  very  same  time  there  was  not  a  single  bank  in  Scotland 
fedled,  although  the  notes  of  the  banks  of  Scotland  were  issued  in  the 
same  way  as  the  notes  of  the  banks  in  England  against  credits.  When 
asked  for  an  explanation,  he  said  the  difference  was  in  the  fact  that  the 
banks  of  Scotland  which  did  not  fail  were  conducted  by  bankers  who 
understood  their  business,  while  the  banks  of  England  which  did  fail 
were  in  the  hands  of  bankers  who  did  not. 

Mr.  FowLEB.  That  is,  the  credit  part  of  it. 

Mr.  Eckels.  Yes ;  the  credit  part  of  it.  While  I  have  no  doubt  that 
a  large  majority  of  the  people  here  who  are  engaged  in  the  banking  busi- 
ness  could  issue  bank  notes  without  a  single  doUar  of  deposited  security, 
and  maintain  themselves,  the  factor  which  would  make  such  course  a 
possible  cause  of  weakness  would  be  the  fact,  as  previously  stated,  that 
people  who  are  not  educated  to  a  credit  currency  but  are  educated  to  a 
bond  security  or  Government  guarantee,  would  not  without  every  pre- 
cautionary measure  thrown  about  such  a  currency  have  complete  con- 
fidence in  it  and  accept  it  readily.  It  will  have  to  be  introduced 
gradually.  It  is  to  be  remembered,  as  I  stated  on  Thursday,  that  banks 
have  not  been  kept  from  failing  in  this  country  because  of  the  bond 
deposit  security  for  circulation,  but  because  those  in  the  management 
of  them  had  conducted  them,  on  the  whole,  with  skilly  and,  therefore, 
with  the  same  methods  of  banking  and  the  same  men  in  control,  there 
would  not  be  any  greater  number  of  failures  under  a  different  method 
of  issuing  bank  notes. 

Mr.  Spalding.  Then  you  would  not  consider  it  a  safe  method  for 
general  banking  law  to  go  beyond  the  actual  deposit  security  for  the 
bills  which  were  issued! 
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LIMITED   CIBCULATION  AGAINST  ASSETS, 

Mr.  Eckels.  I  do  uot  say  that.  I  say  it  woald.  I  shoald  permit 
that  increase  against  the  credits,  but  I  shoald  limit  at  the  outset  that 
amount. 

Mr.  Spalding.  That  is  what  I  want  to  know. 

Mr.  Newlands.  To  what  amount! 

Mr.  Eckels.  I  stated  that  I  thought  we  might  safely  try  25  per  cent. 

Mr.  Spalding.  As  I  understand  it,  it  goes  right  to  the  gist  of  most 
of  these  bills,  with  the  exception  of  Mr.  Brosius's  bill,  and  to  give  a 
clear  idea  of  the  banking  bill  it  would  be  this,  that  over  and  above  the 
par  value  of  the  bonds  dependent  upon  the  surplus  of  the  bank,  25  per 
cent  of  said  surplus  of  the  bank  might  be  issued — not  to  exceed  that? 

Mr.  Eckels.  I  do  not  think  I  would  limit  it  to  25  per  cent  of  the  sur- 
plus— 25  per  cent  of  the  capital. 

Mr.  Spalding.  And  to  be  a  first  lien  upon  all  the  assets  of  the  bank, 
so  that  before  any  depositors  are  paid  the  bill  holder  is  to  be  taken 
care  off 

Mr.  Eckels.  That  is  on  the  theory  that  a  note  holder  is  entitled  to 
greater  consideration  than  a  depositor  or  holder  of  a  check.  The  rea- 
son given  for  the  theory  is  that  a  note  holder  is  rather  compelled  to 
accept  a  bank  note,  while  the  action  of  a  depositor  is  a  voluntary  one. 

The  Chairman.  There  is  another  point — that  the  note  holder  is  in 
no  position  in  his  relations  to  business  to  know  whether  a  bank  is  sound 
or  not,  as  compared  with  the  business  man,  who  is  expected  to  know 
whether  banks  are  sound  or  uot.    That  is  a  large  element  in  the  case. 

Mr.  Spalding.  This  I  believe  to  be  your  position:  If  a  $100,000 
bank  deposits  sufficient  bonds  it  might  issue  $100,000  in  bank  currency, 
and  then  it  could,  at  discretion,  issue  $25,000  more,  and  the  $25,000 
would  be  guaranteed  by  the  entire  assets  oi  the  bank,  and  the  $100,000 
which  bad  been  issued  prior  to  that  would  be  guaranteed  by  the  bonds 
of  the  United  States? 

Mr.  Eckels.  I  think  that  is  perfectly  feasible. 

Mr.  Johnson.  I  only  desire  to  submit  an  observation,  and  that  is 
this :  Under  the  j^resent  banking  system  the  first  lien  of  the  note  holder 
upon  the  assets  is  uot  looked  upon  with  any  dread  by  the  depositor,  as 
the  bonds  are  sufficient  to  pay  the  notes,  but  under  a  system  of  bank- 
ing upon  assets  alone.  If  the  first  lien  upon  these  assets  were  given  the 
note  holder,  the  depositor  would  feel  that  he  had  less  chance  for  pay- 
ment in  the  event  of  a  failure,  because  in  that  event  the  note  holder 
would  exhaust  his  assets  for  the  payment  of  his  debt. 

Mr.  Eckels.  That  is  undoubtedly  so,  and  that  is  the  very  reason 
why  nothing  distinctively  radical  can  be  entered  upon  at  the  outset. 

Mr.  Johnson.  I  am  quite  sure,  from  communications  I  have  received 
from  various  sources  on  this  subject,  that  a  great  many  people  look 
with  disapprobation  upon  bank  assets  as  a  first  lien  for  note  holders 
without  a  bond  security,  for  the  reason  that  they  think  it  would  caase 
great  loss  to  the  depositors.  I  think  your  suggestion  that  there  be  a 
Umited  amount  of  banking  on  assets  is  very  much  to  the  point  in  this 
connection. 

Mr.  Eckels.  Then,  of  course,  such  notes  would  have  to  be  converti- 
ble in  gold  on  demand,  and  if  the  bank  failed  to  convert  its  notes  in 
gold  on  demand  it  should  be  considered  to  have  committed  an  act  of 
insolvency  and  the  bank  assets  taken  into  possession  for  the  purpose 
of  first  paying  off  the  note  holders  and  then  of  paying  off  the  creditors 
not  note  holders. 
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Mr.  PowLEB.  You  have  said  that  yoti  thought  at  the  start  they 
might  be  allowed  25  per  cent,  but  as  I  understand  you  it  is  your  opinion 
that  as  people  become  accustomed  to  issuing  credit  currency  and  redeem- : 
ing  it  in  gold  they  might  ultimately  issue  whatever  the  demands  of 
business  required,  to  the  amount  of  their  capital  and  surplus,  possibly! 

Mr.  Eckels.  Yes. 

Mr.  Johnson.  Your  idea  is  that  when  people  grow  accustomed  to 
this  system  and  have  confidence  in  it,  it  can  then  be  extended? 

Mr.  Eckels.  When  people  find  out  that  they  can  take  these  bank 
notes  and  go  to  a  bank  or  a  redemption  agency  and  get  gold,  the  sys- 
tem is  established  and  given  with  entire  confidence.  It  will  then  be 
seen  that  instead  of  wishing  to  carry  gold  the  note  holders  prefer  to 
carry  the  promise  to  pay  in  gold  issued  by  the  banks  in  the  form  of 
currency.  It  is  just  exactly  as  if  I  should  go  to  a  man  and  borrow 
$100,000.  When  it  came  time  for  payment,  if  he  knew  I  had  the 
money  he  would  not  be  particularly  anxious  to  have  it  paid  back  if  it 
was  not  needed  by  him  to  buy  something  more  desired  than  my  note. 
The  same  rule  would  prevail  with  holders  of  bank  notes.  If  they 
found  whenever  they  went  to  a  bank  they  could  get  gold  of  the  bank 
for  the  bank's  promises  to  pay  which  they  held  they  would  prefer  the 
convenience  of  the  paper  promise  to  pay  to  the  piece  of  metal  for 
which  they  could  exchauffe  it.  Back  of  it  all  is  the  maintenance  of 
the  credit  of  the  issuing  bank  by  its  ability  to  convert  into  gold  its 
promises  to  pay  whenever  these  promises  to  pay  are  presented  for 
redemption. 

Mr.  Spalding.  There  is  one  idea  I  want  to  clear  up  in  my  mind  and 
possibly  the  minds  of  some  of  the  other  members  of  the  committee. 
Take,  for  instance,  a  bank  with  a  capital  of  $50,000.  Say  that  bank 
can  issue  currency  to  25  per  cent  of  its  capital.  Now,  if  it  was  desired 
by  the  board  of  directors,  they  might  issue  $12,500  on  the  capital  stock 
of  the  bank  without  purchasing  any  bonds  under  that  25  per  cent 
arrangement,  which  would  prevent  such  a  demand  for  bonds  that  might 
be  called  upon  to  enhance  their  value  way  above  a  point  where  it  would 
be  profitable  to  issue  on  them,  and  in  this  way  it  would  be  left  entirely 
to  the  discretion  of  the  banks,  would  it  not? 

VALUE  OF  BONDS   INCREASED. 

Mr.  Eckels.  There  is,  however,  one  point  which  is  worth  considering 
in  connection  with  the  issuance  of  currency  to  the  par  value  of  bonds. 
Unless  it  is  checked  some  other  way,  such  increased  circulation  is  liable 
to  increase  the  market  value  of  the  bonds  and  to  that  extent  decrease  the 
profit  upon  the  circulation,  and  the  same  difficulty  which  is  now  apparent 
may  have  to  be  confronted.  It  might  be  regulated  by  a  counterbalance 
in  the  shape  of  a  certain  amount  of  credit  currency. 

Mr.  Cox.  If  you  issue  to  the  par  value  of  the  bonds  will  not  it  neces- 
sarily increase  the  value  of  the  bonds! 

Mr.  Eckels.  I  think  that  it  would  tend  to.  Like  any  other  instru- 
ment the  greater  the  results  to  be  obtained  from  it  the  more  valuable 
would  it  become  in  the  market. 

Mr.  Oox.  As  the  value  of  the  bonds  increases,  the  tendency  is  to 
refuse  to  take  ouli  circulation  t 

Mr.  Eckels.  Yes;  under  existing  law.  But  despite  the  fact  that  the 
increased  amount  granted  would  increase  somewhat  the  value  of  the 
bond,  my  opinion  is  that  it  would  not  increase  it  to  the  extent  it  would 
increase  the  profit  on  the  circulation.    The  profit,  though,  on  circulation 
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woald  not  be  brought  up  as  largely  as  may  be  expected  without 
an  increase  in  thev^ue  of  the  bond  unless  there  is  permitted  a  certain 
amount  of  credit  currency  to  be  issued  after  a  certain  amount  of  bond 
or  guaranteed  currency  had  been  issued. 

The  Chaibman.  If  you  desire  to  add  anything  in  a  general  way, 
according  to  the  suggestion  of  Mr.  Hendrick,  before  we  proceed  to  the 
bills,  I  hope  you  wiU  do  so. 

BANK  BESEBYES. 

Mr.  Eckels.  I  would  like,  before  the  committee  takes  up  the  bills 
specifically,  to  be  permitted,  for  the  purpose  of  enlarging  and  possibly 
clearing  up  a  little,  to  recur  to  a  subject  which  was  unfinished  when  I 
left  on  Thursday.  I  wish  to  recur  to  the  general  subject  of  reserves 
which  Mr.  Newlands  suggested  in  the  various  questions  which  he  asked. 

The  tenor  of  his  questions  was  to  the  effect  that  an  issue  by  the  banks 
of  all  the  credit  currency  redeemable  in  gold  would  find  this  country  in 
a  position  of  having  its  banks  undertake  to  carry  a  very  large  amount 
of  bank  issues  without  the  requisite  gold  reserve.  He  further  sug- 
gested that  in  addition  to  the  gold  reserve  which  it  would  be  necessary 
to  maintain  against  the  notes,  the  necessary  amount  of  gold  reserve 
would  have  to  be  held  against  bank  deposits.  He  reasoned  firom  the 
amount  of  bank  deposits  and  the  estimate  of  the  amount  of  bank-note 
currency  which  the  banks  would  be  compelled  to  assume,  this  country, 
according  to  the  statement  of  the  Director  of  the  Mint  and  according 
to  my  statement  as  to  the  amount  of  the  gold  there  was  in  the  country, 
would  find  itself  without  what  he  estimated  to  be  necessary  and  what  s 

he  stated  I  admitted  to  be  necessary.  It  would  find  it  had  not  the 
amocmt  of  gold  which  it  ought  to  have  for  those  purposes. 

estimating  amount  of  bbsebve  needed. 

There  are  some  elements  which  ought  to  be  considered  in  connection 
with  this  question.  One  of  the  elements  is  that  you  can  not  estimate 
what  amount  of  gold  is  necessary  for  the  purposes  that  he  suggested 
as  a  safe  reserve  by  the  amount  of  gold  which  seems  to  be  carried  in 
the  countries  which  have  not  a  highly  developed  banking  system.  For 
instance,  you  can  not  estimate  how  much  gold  is  needed  in  the  United 
States  by  the  amount  of  metallic  reserve  which  is  considered  to  be 
essential  in  France  or  in  Germany,  for  the  reason  that  in  those  countries 
the  people  are  not  educated  to  the  point  of  using  checks  and  credit 
instruments  in  the  payment  of  obligations.  The  fact  is  that  the  people 
least  advanced  in  business  use  the  greatest  amount  of  precious  metals 
in  making  transfers  of  property,  and  that  in  the  highest  developed 
business  countries  the  least  metallic  money  passes  from  hand  to  hand 
in  bringing  about  such  transfers  of  property.  Thus,  for  instance, 
England,  which,  I  suppose,  carries  on  the  greatest  transactions  of  any 
country  in  the  world,  employs  the  least  amount  of  gold  with  which  to 
so  do.  ^ 

Because  of  our  development  in  the  lines  mentioned,  in  this  country 
it  would  be  found  that  there  would  be  less  gold  required  to  hold  as 
bank  reserves  against  deposits  and  for  the  purpose  of  note  redemptions 
than  in  any  of  the  continental  countries  of  Europe,  and  as  little,  in 
proportion  to  the  amount  of  business,  as  is  required  in  England. 
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It  coald  not  be  estimated  that  in  this  oonntry  it  would  be  necessary 
to  carry  the  same  amount  of  gold  reserve  against  bank  notes  as  is 
essential  to  carry  against  bank  deposits,  for  the  reason  that  people  do 
not  want  to  carry  about  metallic  money.  An  illustration  of  this  is 
^  shown  ^'n  the  fact  that  the  silver  dollars  themselves  can  not  be  gotten 
"^  into  circulation,  because  nobody  wants  to  carry  a  silver  dollar  if  he  can 
get  a  pai)er  representative  of  it.  The  amount  of  gold  reserve  required 
as  against  the  bank  notes  issued  would  be  found  to  be  comparatively  a 
very  small  per  cent.  As  an  example,  take  the  national-bank  notes 
to-day.  They  are  sustained  without  any  difficulty  at  all  by  the  deposit 
in  the  Treasury  of  a  5  per  cent  redemption  fund  of  lawful  money, 
and  certainly  there  could  not  be  any  greater  amount  of  gold  required 
as  against  the  new  notes  to  be  issued. 

Mr.  Hill.  Without  the  greenbacks  t 

Mr.  BoKBLS.  Yes,  if  banks  were  properly  conducted,  if  they  main- 
tained their  credit;  because  the  whole  thing  turns  upon  the  credit 
which  the  bank  would  maintain. 

The  Ohaibman.  In  other  words,  it  would  be  discovered  by  actual 
practice 

Mr.  FoWLEB.  That  is  the  experience  practically  in  Scotland  t 

Mr.  Eckels.  Yes;  in  Scotland;  and  it  is  the  experience  practically 
in  England,  because,  as  I  have  said,  in  proportion  to  the  amount  of 
business  done  the  x)ercentage  of  gold  used  in  England  is  comparatively 
nothing. 

DEOBBASINa  USE   OF  METALLIC  MONEY. 

f 

As  the  banks  improve  the  instruments  of  credit  and  exchange  there 
will  be  a  corresponding  decrease  in  the  use  of  metallic  money.  It  will 
come  about  that  the  only  thing  metallic  money  will  be  used  for  will  be 
as  a  precautionary  measure,  as  reserves  in  a  greater  or  less  amount 
against  bank  deposits,  as  a  small  reserve  against  bank-note  issues,  and 
to  settle  international  balances.  As  there  is  developed  in  communities 
or  sections  which  can  maintain  them  systems  of  clearing  houses,  the 
balances  to  be  settled  in  gold  will  be  still  further  reduc^  in  amount, 
because  with  a  properly  constituted  clearinghouse  system  either  cities 
or  communities  will  from  day  to  day  leave  only  a  very  small  balance  to 
be  settled  between  the  members  of  it  in  actual  money. 

Mr.  Bbosius.  May  I  interrupt  you  with  a  questisn  on  that  x)ointt 
Do  I  understand  you  to  convey  the  idea  that  the  amount  of  redemp- 
tion in  a  general  way  will  depend  largely  upon  the  credit  or  paper 
money  of  the  country  t 

Mr.  EoKELS.  The  current  redemption. 

Mr.  Bbosius.  Do  you  mean  to  distinguish  between  current  and  final 
redemption  when  you  say  after  the  establishment  of  the  credit  money, 
in  case  that  event  should  come  to  pass,  there  would  not  be  any  more 
gold  required  for  redemption  than  there  is  now  under  the  present 
system  of  redemption? 

X7LTIMATE  BEDEMPTION  A  MATTEB  OF  FANCY. 

Mr.  Eckels.  Yes,  for  the  reason  that  about  all  that  is  to  be  esti- 
mated on  in  the  matter  of  promises  to  pay  on  the  part  of  banks  is 
current  redemption,  because  what  is  called  ultimate  redemption  is 
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largely  a  matter  of  fancy.  Nobody  wants  ultimate  redemption  if  he 
can  have  current  redemption,  except  the  man  who  want-s  to  hoard 
money. 

Mr.  Bbosius.  You  were  speaking  of  current  redemption  when  you 
made  the  statement! 

Mr.  Eckels.  Yes. 

Mr.  Bbosius.  My  inquiry  is,  and  I  would  like  to  know  whether  or 
not  I  entirely  comprehend  you,  whether  the  amount  of  current  redemp- 
tion depends  largely  on  the  general  credit  of  the  paper  money,  paper 
currency,  and  if,  in  the  public  belief,  all  the  paper  currency  and  bank 
notes  ai*e  equal,  the  current  redemption  would  be  very  limited  f 

Mr.  Eckels.  Very  limited,  and  then 

Mr.  Bbosius.  And  the  necessity  for  that  would  be  very  limited  also! 

Mr.  Eckels.  Yes 5  that  is,  as  I  say,  as  your  bank  system  improves  it 
makes  every  dollar  an  efficient  dollar,  and  instead  of  bearing  a  single 
transaction  it  will  bear  a  great  many. 

Mr.  Spalding.  Would  that  change  conditions  in  regard  to  the 
demand  for  gold  that  has  been  upon  the  country  for  the  last  four  or 
five  years?  I  am  speaking  now  of  the  actual  demand  for  gold  to  go 
abroad. 

GOLD  HOABl^ED. 

.  Mr.  Eckels.  I  do  not  think  it  would.  The  great  difficulty  which 
has  caused  the  demand  for  gold  has  been  because  of  the  fear  that  the 
United  States  would  not  maintain  its  gold  payments  and  a  large  part 
of  the  gold  that  has  been  withdrawn  has  not  gone  out  of  the. country 
but  has  been  hoarded. 

Mr.  Spalding.  That  could  not  have  been  in  regard  to  Austria;  they        v 
came  here  and  bought  it. 

GOLD  MEBELY  A   COMMODITY. 

Mr.  Eckels.  And  that  is  what  everyone  does  who  requires  gold. 
Gold  or  any  other  form  of  money  is  simply  a  commodity,  and  if  a  man 
wants  it  he  has  to  go  and  buy  it.  He  either  exchanges  labor  or  the 
product  of  labor  for  it.  If  this  country  needs  $100,000,000  of  gold 
to  meet  the  business  demands  of  the  country,  the  banks  in  this  country 
will  buy  that  gold.  If  this  country  does  not  need  $  100,000,000  of  gold 
and  some  other  country  needs  it,  that  other  country  will  buy  it  from 
us.  It  will  be  found  that  if  these  needs  are  permitted  to  be  regulated 
by  business  agencies,  and  not  undertaken  to  be  entirely  directed  by 
statutory  law,  the  largest  portion  of  the  monetary  difficulties  of  the 
country  will  be  solved. 

The  Chairman.  Right  here  let  me  give  you  a  few  figures  which  will 
help  us  all.  In  the  last  sixteen  years  there  were  only  three  years, 
1889, 1891,  and  1893,  that  our  exports  of  gold  exceeded  our  imports 
and  production,  and  we  accumulated  in  those  sixteen  years,  that  is  to 
say,  our  imports  and  productions  over  exports,  $629,274,010.  We 
exported  $102,575,144,  making  a  net  increase  of  gold  in  those  years 
of  $526,698,866,  and  of  the  products  and  imports  it  is  estimated  that 
$229,672,156  were  used  in  the  arts.  1 

Mr.  Newlands.  I  would  like  to  put  some  inquiries  to  Mr.  Eckels 
with  reference  to  the  statement  as  to  the  reserve,  but  the  question 
comes  up  as  to  the  orderly  course  of  proceeding. 

Mr.  Eckels.  If  I  am  to  be  consulted  I  would  prefer  to  have  the 
inquiry  take  just  as  wide  a  range  as  possible.  Whatever  knowledge 
can  be  obtained  on  the  subject,  the  committee  ought  to  have  the  benefit 
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of  it.  I  do  not  kuow  how  much  information  I  cap  give  on  the  subject, 
bat  if  any  I  shall  be  glad  to  give  it. 

The  Chairman.  I  think  we  could  cover  a  broader  field  in  much  less 
time  if  we  ask  the  questions  on  the  bills  we  have  before  us  and  get  the 
views  of  the  Comptroller  on  them 5  bub  Mr.  Newlands  has  the  floor. 

Mr.  Newlands.  I  was  going  to  say  that  when  I  appeared  here  at 
the  meeting  last  Thursday  it  was  about  12  o'clock  and  I  believe  the  pro- 
ceedings commenced  at  half  past  10.  I  found  Mr.  Eckels  was  then  under- 
going cross-examination  from  different  members  of  the  committee  and 
I  supposed  that  he  had  finished  his  general  statement  and  it  was  in 
order  then  for  any  member  of  the  committee  to  question  him.  Objec- 
tion was  made  to  my  line  of  inquiry,  and  a  misapprehension  arose 
between  Mr.  Hill  and  myself.  I  thought  Mr.  Hill  was  endeavoring  to 
check  that  line  of  investigation  or  cross-examination,  which  I  thought 
entirely  relevant  and  pertinent,  and  w^hich  I  now  understand  he  thinks 
was  entirely  relevant  and  pertinent,  and  which  certainly  Mr.  Eckels 
thought  was  relevant  and  pertinent,  whereas  his  real  purpose,  as  I 
understand  it,  was  to  bring  the  committee  down  to  an  orderly  method 
of  proceeding  and  to  first  exhaust  Mr.  Eckles  upon  the  general  state- 
ment regarding  these  bills  and  then  to  have  an  examination  by  members 
of  the  committee.  I  do  not  want  to  trespass  too  much  upon  the  time  of 
the  committee,  but  there  are  some  important  matters  on  which  I  would 
like  to  question  Mr.  Eckels  in  reference  to  this  general  subject,  and  the 
question  is,  When  shallldo  so;  shall  1  go  ahead  now,  Mr.  Chairman? 

The  Chaibman.  Certainly,  if  that  is  the  disposition  of  the  com- 
mittee. 

Mr.  Nbwlands.  If  you  wish  Mr.  Eckels  to  go  on  with  the  inquiry 
regarding  the  bills  I  will  postpone  the  examination  until  later  on. 

The  Chairman.  My  judgment  is  we  should  go  along  wholly  on  the 
lines  of  the  bills,  and  then  take  the  other  matters  up  subsequently ;  but 
Mr.  Newlands  has  the  floor. 

Mr.  Newlands.  Very  well.  Mr.  Comptroller,  you  think  that  as  yet 
there  is  no  country  in  the  world  which  has  reached  perfection  in  the 
use  of  credit  facilities? 

Mr.  EOKELS.  No,  I  think  there  is  an  evolution  going  on  in  that 
respect,  just  as  in  the  matter  of  transportation. 

Mr.  Newlands.  The  advance  of  civilization  will  still  further  utilize 
credits  and  bring  about  a  lesser  use  of  metallic  money? 

Mr.  Eckels.  Yes. 

CREDIT  FACILITIES  IN  VARIOUS  COUNTRIES. 

Mr.  Newlands.  Now,  what  country,  in  your  opinion,  has  reached  the 
highest  perfection  in  the  use  of  credit  facilities? 

Mr.  Eckels.  Well,  I  think  the  English  people  have. 

Mr.  Kewlands.  You  do  not  think  the  French  or  Germans  have? 

Mr.  Eckels.  No:  not  as  high  as  the  English. 

Mr.  Newlands.  what  country  next  to  England,  in  your  judgment? 

Mr.  Eckels.  I  should  say  the  United  States. 

Mr.  Newlands.  So,  in  this  advanced  condition  of  the  use  of  credit 
facilities,  England  stands  first  and  America  next? 

Mr.  Eckels.  Yes. 

Mr.  Newlands.  What  country  would  you  put  after  America? 

Mr.  Eckels.  I  do  liot  kno^  as  between  Germany  and  France. 

The  Chairman.  In  speaking  of  England,  do  you  refer  to  the  United 
Edngdom  ? 

Mr  Eckels.  I  mean  Great  Britain. 
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Mr.  Kbwlands.  I  understood  you  to  mean  that. 

Mr.  Eckels.  I  8x>oke  of  England  as  being  Great  Brit-ain. 

Mr.  Newlanbs.  You  say  in  this  country,  as  to  the  reserve  for  the 
security  of  a  bank  issue,  the  issue  of  bank  currency  need  not  be  as  large 
as  the  reserve  for  deposits! 

Mr.  Eckels.  Yes. 

Mr.  Newlands.  And  you  understand  the  5  per  cent  redemption 
fund  in  the  case  of  the  national-bank  notes  has  been  ample  f 

Mr.  Eckels.  To  furnish  current  redemption. 

Mr.  Newlands.  Is  it  not  a  fact  that  the  national-bank  notes  can  be 
redeemed  by  the  banks  in  any  lawful  money! 

Mr.  Eckels.  Yes. 

Mr.  Newlands.  That  includes  greenbacks! 

Mr.  Eckels.  Yes. 

Mr.  Newlands.  So  that  in  addition  to  the  5  per  cent  redemption 
fund  the  national  banks  have  $346,000,000  of  greenbacks  in  the  country 
to  draw  upon  for  redemption,  have  they  not! 

Mr.  Eckels.  A  part  of  that;  of  course  they  are  compelled  to  keep 
this  redemption  fund  in  lawful  money  with  the  Treasury.  That  is  the 
only  ftind  which  they  have  for  current  redemption. 

PLACE  OF  CUBBENT  REDEMPTION. 

Mr.  NswxANDS.  That  is  the  only  fund  they  have,  but  they  can 
redeem  at  the  bank  counters  in  currency! 

Mr.  Eckels.  Yes. 

Mr.  FoWLEB.  Can  you  give  any  information  as  to  how  much! 

Mr.  Eckels.  They  do  not  as  a  matter  of  fact  redeem  at  the  bank  % 

counter.    It  is  done  here  at  Washington. 

Mr.  Newlands.  But  they  can  ! 

Mr.  Eckels.  They  can,  but  they  do  not. 

Mr.  Newlands.  As  I  understand  you,  in  this  new  system  greenbacks 
are  to  be  eliminated  from  our  circulation  ! 

Mr.  Eckels.  Yes;  because  it  is  rather  an  absurdityto  say  you  redeem 
something  with  a  redemption  that  has  to  be  redeemed  itself. 

Mr.  Newlands.  That  is  the  case  now! 

Mr.  Eckels.  It  is  like  undertaking  to  have  two  redemption  moneys, 
when,  as  a  matter  of  fact,  one  redemption  money  is  redeemable  in  some- 
thing else. 

BUSSIA  AND  THE  GOLD  STANDABD. 

• 

Mr.  Newlands.  The  report  of  the  Director  of  the  Mint,  as  I  showed 
the  other  day,  shows  that  England,  France,  and  Germany  have  two 
billions  out  of  the  four  billions  of  the  gold  in  the  world.  You  know 
that  Eussia  is  endeavoring  to  reach  the  gold  standard.  What,  in  your 
judgment,  has  prevented  Russia  from  reaching  the  gold  standard  and 
being  successful  in  making  gold  redemptions! 

Mr.  Eckels.  The  general  condition  of  the  country  and  the  charac- 
teristics of  the  people,  the  enormous  expenditures  which  the  Govern- 
ment has  been  compelled  to  make  to  maintain  itself  at  home,  and  its         ^ 
enormous  rates  of  taxation  upon  the  people.    It  is  largely  because  of 
such  adverse  conditions. 

Mr.  Newlands.  Is  the  credit  of  Bussia  good  in  the  markets  of  the 
world! 

Mr.  Eckels.  Yes. 

Mr.  Newlands.  Do  you  know  how  much  gold  she  has  accumulated  t 
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Mr.  EOKELS.  No,  I  do  not;  but  it  is  a  very  coDsiderable  sum. 

Mr.  Newlands.  Is  that  gold  maintained  in  circulation  in  Kussiaf 

Mr.  Eckels.  I  think  part  of  it  is  and  part  of  it  is  reserved.  There 
are  certain  of  their  currency  credit  instruments  redeemed. 

Mr.  Newlands.  Is  it  not  almost  all  of  it  in  the  treasury  of  Russia? 

Mr.  Eckels.  Yes;  a  very  large  portion  of  it,  and  it  is  a  great  waste 
to  keep  it  there. 

Mr.  Kewlands.  The  Mint  Director's  report  shows  that  the  amount 
of  gold  in  Russia  was  $480,000,000.  Now,  will  Russia  be  obliged  to  get 
more  gold  in  order  to  make  gold  redemptions  and  to  maintain  the  par- 
ity of  their  uncovered  paper  with  gold! 

Mr.  Eckels.  I  should  take  it  with  the  general  characteristics  of  the 
vast  mass  of  the  Russian  people  that  they  would  require  a  larger  per- 
centage of  gold  for  current  redemption  of  their  notes  there  than  with 
a  people  such  as  the  people  we  have  who  are  used  to  banks  of  deposit 
and  discount. 

Mr.  Newlands.  Russia  has  $539,000,000  of  uncovered  paper  money 
and  only  about  $48,000,000  of  silver  and  $480,000,000  of  gold.  Now,  is 
it  your  opinion  that  in  order  to  successfully  make  gold  redemption 
and  to  maintain  the  parity  or  restore  the  parity  between  its  uncovered 
paper  and  gold,  it  would  be  necessary  that  they  should  have  a  larger 
gold  reserve  than  now! 

Mr.  Eckels.  I  would  not  undertake  to  answer  the  question,  because 
i  do  not  know  the  local  conditions  and  methods  and  machinery  of 
exchange  in  Russia,  but  I  do  say  upon  general  principles  that  it  would 
require  a  larger  percentage  in  Russia  than  it  would  in  the  United 
States.  Notwithstanding  this,  the  fact  is  that  if  it  required  a  larger 
percentage,  Russia,  like  the  United  States,  could  get  the  necessary  gold 
by  paying  for  it,  and  if  upon  the  banks  was  placed  the  necessity  of 
redeeming  this  uncovered  paper,  the  banks  are  equipped  with  the 
machinery  for  getting  the  gold,  because  they  have  the  things  to  sell  in 
order  to  buy  it. 

Mr.  Newlands.  Do  you  know  whether  this  uncovered  paper  money 
of  Russia  is  Government  or  bank  paper! 

Mr.  Eckels.  As  I  remember,  some  of  it  is  Goverymeut  and  some  of 
it  is  bank  paper. 

Mr.  Newlands.  Do  you  know  the  proportion! 

Mr.  Ei^KELS.  No;  I  do  not. 

Mr.  Newlands.  Do  you  know  what  relation  that  uncovered  paper 
money  bears  to  the  gold,  how  much  discount  it  has! 

Mr.  Eckels.  No  ;  but  as  stated  on  Thursday,  there  is  a  considerable 
discount  on  all  of  them. 

Mr.  Newlands.  Somewhere  near  50  per  cent,  is  it  not! 

Mr.  Eckels.  Yes. 

Mr.  Newlands.  I  presume  you  admit,  then,  that  if  Russia  is  not  able 
to  keep  its  uncovered  paper  money  at  par  with  gold,  more  gold  is 
required  in  that  country,  unless  they  reform  their  methods! 

Mr.  Eckels.  I  think  undoubtedly  more  gold  might  be  required  in 
Russia  under  its  present  conditions,  but  at  the  same  time  I  think  that 
if  it  was  required  there  it  would  not  be  required  somewhere  else  and 
the  surplus  somewhere  else  would  go  there  if  proper  inducements  were 
offered. 

AUSTRLA  AND   THE   fiOLD  STANDARD. 

Mr,  Newlands.  Now  take  Austria.  Austria,  according  to  the  Mint 
Durector's  report,  has  $140,000,000  in  gold,  $120,000,000  in  silver,  and 
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$204,000,000  of  uncovered  paper  money.  Is  it  or  is  it  not  your  nnder- 
Btanding  that  Austria  is  not  able  to  maintain  the  parity  of  its  paper 
with  gold! 

Mr.  Eckels.  I  do  not  think  it  has  fully  succeeded, but  it  has  started 
to  bring  them  to  a  parity. 

Mr.  Newlands.  It  is  endeavoring  to  go  upon  the  gold  standard  and 
restore  the  parity  between  its  paper  money  and  gold  ?  i 

Mr.  Spalding.  Excuse  me,  but  they  are  on  the  gold  standard;  they 
are  not  going  to  the  gold  standard. 

Mr.  Eckels.  Austria  has  the  gold  standard  and  is  undertaking  to 
bring  about  parity.  In  connection  with  all  these  questions  based  upon 
the  facts  that  are  obtained  from  the  report  of  the  Director  of  the  Mint, 
is  to  be  kept  in  mind  the  fact  that  if  Russia,  if  Italy,  or  any  other  coun- 
try wants  gold  it  is  going  to  be  able  to  get  it  by  giving  in  exchange 
the  things  which  those  people  who  have  gold  want  more  than  they  want 
gold.  So  that  if  the  people  of  the  United  States  had  here  a  surplus  of 
gold  they  would  sell  that  gold  to  Russia  or  Italy,  and  our  people  would 
be  better  off  for  having  done  so,  because  they  have  received  in  exchange 
for  it  the  things  which  they  want  more  than  they  do  the  gold.  I  do 
not  believe  in  the  theory  that  the  wealth  of  the  country  is  in  the  num- 
ber of  dollars  in  gold  or  silver  which  its  people  have,  but  it  is  to  be 
estimated  in  the  things  which  have  been  or  can  be,  if  necessary, 
exchanged  for  gold. 

Outside  of  the  fact  that  our  Treasury  conditions  are  such  that  busi- 
ness is  embarrassed  by  this  going  of  gold  out  of  the  country,  there 
have  not  been  any  adverse  conditions  in  the  way  of  wealth  holdings  of 
the  people  by  it,  except  as  they  have  lost  through  the  disturbance  in 
business  credit  which  it  has  created.     In  each  instance  they  have  / 

exchanged  the  gold  for  something  which  they  needed  more,  and  added 
more  to  their  welfare,  instead  of  lessening  their  wealth  by  the  gold 
which  ha«  gone  out.  The  only  difficulty  is  that  it  has  been  taken  from 
the  Government  at  a  time  when  the  Government  had  demand  obliga- 
tions out  which  our  own  and  other  people  were  holdiug,  and  which  they 
feared  were  not  going  to  be  redeemed,  and  therefore  commenced  to 
hoard  and  contract,  and  the  credit  of  the  Government  being  thus 
impaired,  it  affected  the  credit  of  every  business  enterprise  which  was 
more  or  less  dependent  upon  the  credit  of  the  Government. 

Mr.  Newlands.  I  understand  your  view  is  that  more  gold  is  required 
in  the  monetary  system  of  every  country,  and  that  involves  also  the 
admission  that  a  proper  amount  of  gold  is  required  in  every  country. 

Mr.  Eckels.  Yes. 

Mr.  Kewlands.  In  your  statement,  as  I  understand  it,  some  coun- 
tries may  have  a  surplus  and  others  have  a  scarcity,  and  those  that 
have  a  scarcity  can  always  get  the  gold  from  the  countries  that  have 
a  surplus. 

Mr.  Eckels.  If  they  pay  enough. 

Mr.  Newlands.  I  am  indicating  now  the  countries  which  have  a 
scarcity  of  gold.  We  have  been  through  Russia,  and  we  are  now  at 
Austria-Hungary,  and  I  assume  as  to  the  requirement  of  different 
countries  for  gold  that  they  have  enough  when  they  are  able  to  keep  ^ 

their  uncovered  paper  money  at  par  with  gold.  Is  that  a  correct 
assumption! 

Mr.  Eckels.  Yes;  but  they  always  get  enough  gold  if  they  have 
something  to  exchange  that  people  who  have  gold  would  rather  have 
than  the  gold. 

The  Chairman.  Does  it  not  involve  also  a  sound  financial  system  t 
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Mr.  Eckels.  Those  are  all  contributing  circumstances  as  well  as  the 
business  habits  of  the  people. 

Mr.  WAI.KEB  (Mr.  Brosins  in  the  chair).  I  move  that  when  the  com- 
mittee adjourns,  as  I  am  obliged  to  be  away  now,  that  it  adjourn  to 
meet  to-morrow  and  continue  this  hearing,  and  that  at  to-morrow's  ses- 
sion Mr.  Eckels's  mind  be  directed  to  the  bills  submitted  to  him. 

The  motion  was  agreed  to. 

Mr.  Galdebhead.  Is  it  the  purjwse  of  your  inquiry  to  show  there  is 
not  gold  enough  available  for  banking  purposes? 

Mr.  Newlands.  I  propose  to  question  Mr.  Eckels  as  to  the  existing 
stock  of  gold.  I  can  not  tell  whether  Mr.  Eckels  will  develop  the  fact 
whether  there  is  gold  enough  in  the  world  or  not. 

Mr.  Galdebhead.  Is  that  what  you  are  trying  to  ascertain? 

Mr.  Kewlands.  I  am  trying  to  ascertain  now  whether  there  is  enough 
gold  in  the  world  for  us  to  do  business;  whether  we  can  get  it,  and 
where  we  can  get  it. 

Mr.  Galdebhead.  Is  not  the  question  before  us,  whether  we  can 
establish  a  banking  system  or  not,  without  reference 

Mr.  Newlands.  We  already  developed  the  other  day  that  $950,000,000 
of  gold  will  be  required  in  this  country  as  a  practical  reserve. 

Mr.  FowLEB.  Did  Mr.  Eckels  say  so! 
:    Mr.  Eckels.  I  beg  your  pardon;  what  was  that? 

Mr.  Newlands.  I  understood  you  to  say  the  other  day  you  regarded 
18  per  cent  as  a  fair  average  reserve  for  banks  to  hold  as  against 
deposits,  and  that  that  should  be  held  in  gold,  and  you  stated  that 
the  amount  of  deposits  in  the  country  you  estimated  to  be  about 
$6,000,000,000,  and  18  per  cent  of  that  would  be  $900,000,000,  and  I 
understood  you  to  estimate  that  if  the  credit  currency  of  the  country 
were  issued  by  the  banks  instead  of  by  the  Government  the  total 
issue  would  approximate  $1,000,000,000,  taking  the  place  of  silver 
certificates,  Treasury  notes,  greenbacks,  etc.,  including  the  present 
national  bank  notes,  and  a  safe  gold  reserve  for  redemption  purposes 
as  against  this  $1,000,000,000  would  be  5  per  cent,  or  $50,000,000.  That 
would  make,  then,  the  total  reserve  of  gold  in  this  country  $950,000,000, 
would  it  not?  Now,  then,  I  am  simply  pursuing  the  inquiry  as  to  where 
we  are  to  get  that  extra  $250,000,000. 

Mr.  Eckels.  We  can  get  it  in  England;  we  can  get  it  in  France; 
we  can  get  it  in  any  country  which  has  gold  to  sell,  and  there  is  no 
country  but  has  gold  to  sell  if  we  are  willing  to  pay  for  it,  and  there 
has  never  been  a  time  yet,  Mr.  Newlands,  where  a  country  maintained 
its  credit,  that  it  could  not  obtain  all  the  money  that  it  wanted  for  the 
purpose  of  carrying  on  the  business  of  that  people. 

Mr.  Newlands.  Well,  I  admit  that.  Understand  me,  I  do  not  pro- 
pose to  get  into  any  contention  on  that;  I  am  simply  getting  at  the 
facts. 

Mr.  Eckels.  I  understand  that,  perfectly. 

Mr.  Newlands.  We  will  assume,  now,  that  $950,000,000  is  needed 
and  we  have  only  got  $618,000,000,  according  to  the  statement  of  the 
Director  of  the  Mint,  and  $700,000,000  according  to  your  statement, 
and  at  least  $250,000,000  more  of  gold  will  be  required;  and  you  must 
admit 

Mr.  Eckels.  If  that  amount  was  necessary. 

Mr.  Newlands.  You  must  admit,  if  we  have  not  got  it,  it  must  come 
from  some  other  couutry? 

Mr.  Eckels.  Yes. 

Mr.  Newlands.  Now,  I  am  directing  my  inquiry  as  to  what  countries 
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have  a  surplus  and  what  countries  have  a  scarcity  of  gold — what  coun- 
tries will  require  more  gold  in  order  to  establish  the  monetary  system 
which  we  have  established  and  are  endeavoring  to  niaintain  and 
what  countries  have  a  surplus  of  gold.  iNow,  we  have  been  through 
England,  France,  and  Germany! 

Mr.  Eckels.  IJi>on  that  point  you  find  that  whenever  the  occasion 
arises  that  we  want  $250,000,000  of  gold  we  find  other  countries  have  ^ 
$250,000,000  of  gold  that  they  do  not  want  as  badly  as  they  want  some- 
thing which  they  have  not  and  which  we  have.  There  may  be  a  time 
when  we  would  have  to  have  as  much  as  $  1, 300,000,000  of  gold,  and  there 
may  be  a  time  when  we  would  be  required  to  have  but  $400,000,000  of 
gold,  or  less.  It  would  all  depend  upon  the  condition  of  business  here, 
the  amount  of  property  to  be  transferred,  the  number  of  transactions  to 
be  carried  on,  and,  most  important  of  all,  the  state  of  credit  maintained 
by  the  institutions  which  are  issuing  these  promises  to  pay,  and  by  the 
state  of  credit  maintained  by  the  borrowers  of  this  country  in  dealing 
with  those  institutions. 

PRESENT  PRODUCTION  OF  GOLD. 

Mr.  Fowler.  In  answer  to  his  question,  where  would  the  United 
States  get  the  gold,  isn't  it  a  fact  that  the  world  is  now  producing  about 
$260,000,000  in  gold  a  year  f    Isn't  that  the  prospect  of  the  present  year  t 

Mr.  Eckels.  That  is  the  estimate,  but  if  it  were  not  producing  that 
much  we  could  get  it  if  we  paid  enough  for  it. 

Mr.  Newlands.  I  will  get  down  to  the  question  of  production  in  a 
moment. 

Mr.  Johnson.  There  has  been  a  great  impetus  in  the  production  of  ^ 

gold  in  the  last  four  or  five  years. 

Mr.  Hill.  Is  it  not  a  matter  of  fact  that  England  to-day  has  only 
between  1  and  2  per  cent  of  gold  reserve  as  against  its  bank  deposits 
and  circulation? 

Mr.  Eckels.  I  do  not  remember  the  per  cent,  but  it  is  the  smallest  of 
any  people. 

Mr.  Hill.  About  $484,000,000  against  about  $5,000,000,000  of  bank 
deposits  and  bank  credits — between  1  and  2  per  cent. 

Mr.  Eckels.  It  is  not  more  than  2  per  cent.  I  know  it  is  a  very 
small  percentage. 

Mr.  Newlands.  That  is  nearly  10  per  cent. 

Mr.  Eckels.  I  think  it  is  about  1  per  cent.  I  said  $5,000,000,000  of 
bank  deposits  and  bank  credits  and  a  gold  reserve  of  $484,000,000. 

Mr.  Newlands.  $500,000,000  is  10  per  cent  of  $5,000,000,000. 

Mr.  Hill.  That  is  correct. 

Mr.  Newlands.  Let  us  return  to  Austria,  if  you  please.  Do  you 
know  how  nearly  the  uncovered  paper  of  Austria  has  been  brought  to 
a  parity  with  gold! 

Mr.  Eckels,  l^o;  I  do  not  know  what  the  percentage  of  discount  is. 
I  have  not  examined  those  things  because  I  desired  to  discuss  the 
question  upon  the  principles  involved  and  not  upon  mere  technical         ^ 
figures. 

Mr.  Newlands.  Could  you  ascertain  f 

Mr.  Eckels.  Yes,  I  could  ascertain,  and  will  do  so. 

Mr.  Newlands.  Would  you  be  good  enough  to  ascertain  what  the 
value  of  the  Kussian  uncovered  paper  money  is,  and  also  the  Austrian, 
and  the  Spanish,  and  the  Italian,  and  the  Portuguese — as  compared 
with  gold! 
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Mr.  Eckels.  1  will  obtain  those  figures  from  the  Director  of  the 
Mint. 
Mr.  SPALDiNa.  They  are  quoted  every  day  in  the  papers. 

ITALY  AND  THE  GOLD  STANDARD. 

Mr.  Kewlands.  Now,  Mr.  Eckels,  ac(*.ording  to  the  Director  of  the 
Mint,  Italy  has  $98,000,000  in  gold,  $41,000,000  in  silver,  and  $191,000,000 
in  uncovered  paper  money.  Do  you  know  whether  or  not  Italy  is  able 
to  maintain  its  uncovered  paper  money  on  a  parity  with  goldf 

Mr.  ECKLES.  I  think  it  is  not.  I  think  I  answered  that  Thursday— 
that  it  is  not. 

Mr.  Newlands.  Do  you  know  what  the  discount  is! 

Mr.  Eckels.  No. 

Mr.  Kewlands.  Assuming  existing  conditions,  would  you  assume 
then  that  Italy  required  more  gold  in  order  to  maintain  the  parity  7 

Mr.  Eckels.  As  I  said  of  Kussia,  I  do  not  know  all  the  domestic 
conditions  there,  but  the  fact  that  they  do  not  would  seem  to  indicate 
that  they  have  not  either  the  methods  which  are  essential,  in  the  way 
of  banking  facilities,  to  make  the  amount  which  they  have  equal  to  the 
demand,  or  else  they  need  more.  As  I  said  before,  those  people  who 
have  not  these  facilities  undoubtedly  require  a  larger  amount  to  bring 
about  the  transfers  of  property  among  themselves  than  those  that  have, 
because  they  do  not,  as  we  do,  transfer  property  by  means  of  instru- 
ments of  credit,  but  they  transfer  their  property  for  that  money  which 
people  handle,  which  in  itself  has  the  amount  of  value  of  the  thing 
which  is  to  be  transferred  for  it. 

At  this  point,  upon  motion  of  Mr.  McOleary,  the  committee,  at  12 
o'clock,  took  a  recess  until  1.30  p.  m. 

AFTER  RECESS. 

The  committee  reassembled  at  1.30  p.  m.,  Mr.  Brosius  in  the  chair. 

The  Chairman.  Mr.  Eckels  has  the  floor. 

Mr.  Newlands.  Shall  I  resume! 

Mr.  Eckels.  Yes. 

Mr.  Nbwlands.  I  believe  that  we  were  on  the  subject  of  Italy.  I 
observe  by  the  Director's  report  that  Italy  has  $98,000,000  of  gold, 
$41,000,000  of  silver,  and  $191,000,000  of  uncovered  paper  money.  Do 
you  know  whether  or  not  that  is  maintained  at  a  par  with  goldt 

Mr.  Eckels.  No;  the  uncovered  paper  is  considerably  below  the 
gold. 

SOUTH  AMERICAN  STATES  AND  THE  GOLD  STANDARD. 

Mr.  Newlands.  Discussing  the  smaller  nations,  we  come  down  to 
the  Mint  Director's  statement  in  reference  to  the  South  American 
States.  Restates  that  their  stock  of  gold  is  $41,000,000;  that  their 
stock  of  silver  is  $31,000,000,  and  their  uncovered  paper  money  amounts 
to  $550,000,000. 

.  Mr.  Eckels.  Is  that  for  the  whole  of  the  South  American  Republics  t 
\  Mr.  Newlands.  Yes.  Do  you  know  whether  any  of  that  paper  is 
maintained  at  a  parity  with  goldf 

Mr.  Eckels.  I  think  all  of  it  is,  to  a  greater  or  less  degree,  below  x^ar. 

Mr.  Newlands.  Do  you  know  whether  any  of  the  South  American 
States  have  recently  gone  to  the  gold  standard? 

Mr.  Eckels.  Yes;  Chile  has  recently  gone  to  the  gold  standard. 

Mr.  Newlands.  Has  Brazil  alsof 
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Mr.  Eckels.  Yes. 

Mr.  Newlands.  Do  you  know  whether  or  not  they  are  able  to  make 
gold  redemption  ? 

Mr.  Eckels.  I  do  not  think  they  have  the  machinery  all  perfected 
for  it  yet  in  an  unlimited  degree;  they  do  it  to  a  certain  extent. 

Mr.  Newlands.  Do  you  think  it  a  wise  thing  for  those  counti-ies  in 
South  America  to  adopt  the  gold  standard?  i 

Mr.  Eckels.  I  think  it  is  a  wise  thing  for  any  country  to  undertake        ^*. 
to  put  its  standard  of  value  upon  the  basis  of  the  great  commercial 
nations  of  the  world. 

Mr.  Newlands.  In  order  to  do  that  and  make  gold  redemption  they 
will  require  more  gold,  will  they  not! 

Mr.  Eckels.  For  the  reason  only  that  any  country  that  is  not  in  the 
habit  of  using  banks  and  has  not  banking  facilities  requires  more  gold 
than  other  countries  that  have  those  facilities.  I  may  say  in  a  general 
way,  as  applying  not  only  to  the  question  in  regard  to  the  South 
American  Eepublics.  but  as  applying  to  Italy,  Eussla,  and  the  other 
countries  you  have  mentioned,  that  if  those  countries  had  the  same 
facilities  for  banking  that  the  United  States  has,  they  would  not  pro- 
portionately require  any  more  gold  than  the  United  States — that  is,  if 
their  people  were  in  the  habit  of  using  banking  facilities.  The  same 
way  with  the  South  American  Eepublics;  and  when  I  am  asked  whether 
or  not  I  think  they  would  not  have  to  increase  their  gold  to  meet  the 
demand  of  the  redemption  of  their  notes,  the  proper  answer  should  be 
that  they  either  would  have  to  increase  their  gold  holdings  or  increase 
their  banking  facilities,  and  have  their  people  use  them.  If  they  could 
increase  their  banking  facilities  and  the  people  use  the  banks,  then 
undoubtedly  they  would  not  require  more  than  a  nominal,  if  any,  ^ 

increase  in  their  gold  holdings. 

That  which  is  to  be  done  in  the  United  States  wheii  you  come  to  enact 
a  banking  measure  can  not  be  gauged  by  what  is  done  or  is  necessary 
in  Italy,  Eussia,  or  the  South  American  Eepublics,  because  in  those 
countries  there  is  a  diflferent  character  of  people,  differently  conduct- 
ing their  banking,  with  different  means  of  carrying  on  commerce,  and 
different  methods  of  doing  things.  And  while  Italy  or  Eussia  or  the 
South  American  Eepublics  might  necessarily  require  a  large  amount  of 
gold  to  accomplish  the  same  thing  that  the  United  States  does,  it  does 
not  follow  that  the  United  States  would  require  a  proportionate  increase 
to  do  it.  The  people  of  the  United  States  understand  the  use  of  credit 
instruments  and  those  people  do  not,  and  do  not  employ  them. 

Mr.  Newlands.  But  you  would  expect  those  countries  proportion- 
ately to  require  just  as  much  gold  as  the  United  States? 

Mr.  Eckels.  Yes. 

Mr.  Newlands.  Well,  now,  Italy,  for  instance,  with  30,000,000  peo- 
ple  

Mr.  Eckels.  No;  I  would  not,  unless  you  figure  the  proportionate 
number  of  transfers  of  property  in  Italy  as  compared  with  the  number 
of  transfers  of  property  to  be  made  in  the  United  States,  because  you 
do  not  estimate  by  population — that  is  the  least  important  thing — ^you 
do  not  estimate  correctly  by  any  other  thing  than  by  the  numbers  of  -7 
transfers  of  property  which  are  to  be  fiicilitated  by  the  use  of  a  medium 
of  exchange. 

Mr.  Newlands.  In  other  words,  the  volume  of  business. 

Mr.  Eckels.  Yes;  the  volume  of  business. 

Mr.  Newlands.  You  think  that  a  country  that  has  a  very  large  vol- 
ume of  business,  very  many  transactions,  will  require  more  gold  as  the 
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basis  of  its  monetary  system  than  the  one  having  a  lesser  volume  of 
business. 

Air,  Eckels.  Unless  there  prevailed  in  that  country  the  transfer  of 
property  through  the  intervention  of  bills  of  exchange,  checks,  and 
credit  devices.    It  would  all  depend  upon  these  outside  circumstances. 

Mr.  Newlands.  Now,  the  South  American  States  have  36,000,000 

)        people  and  only  $40,000,000  of  gold.    We  will  assume  that  they  all 

endeavor  to  go  to  the  gold  standard  and  that  they  have  equal  banking 

facilities  with  our  own.    Would  they  or  would  they  not  require  more 

goldt 

Mr.  Eckels.  They  would  not  if  they  had  equal  banking  facilities  with 
us  and  the  people  were  educated  to  the  use  of  banking  facilities.  In 
such  case  they  would  not  require  any  more  gold  proportionately  than 
we  do. 

Mr.  Newlands.  They  have  $1  per  head  in  gold,  whilst  we  have  in 
this  country  about  $8  per  head. 

Mr.  Eckels.  They  might  have  to  increase  their  gold  holdings,  but  if 
they  did  they  would  be  able  to  obtain  them,  because  there  never  has 
been  a  time  yet 

Mr.  Nbwlands.  We  have  gone  over  a  number  of  countries  that  have 
a  large  amount  of  uncovered  paper  money  and  small  stocks  of  gold, 
and  we  will  assume,  now,  that  they  have  endeavored  to  go  upon  the  gold 
standard.    They  will  certainly  require  some  more  gold,  will  they  nott 

Mr.  Eckels.  Or  increased  banking  facilities. 

Mr.  Newlands.  Or  else  they  have  got  to  have  a  perfected  banking 
system. 

Mr.  Eckels.  Yes. 

Mr.  Newlands.  Do  you  think  it  possible  in  a  few  years  to  accom- 
plish a  world-wide  perfection  of  the  banking  system  t 

Mr.  Eckels.  No,  probably  not. 

Mr.  Newlands.  Then,  the  demand  for  gold  will  precede  the  perfec- 
tion of  the  banking  system,  will  it  not,  in  these  countries  t 

Mr.  Eckels.  Yes;  but  growing  less  instead  of  greater,  because  in 
each  of  these  countries  banking  methods  are  continually  being  improved 
upon,  and  there  is  a  corresponding  lessening  of  the  demand  for  the  use 
of  metallic  money.  There  is,  on  the  other  hand,  a  largely  increased 
yearly  production  of  gold. 

Mr.  Newlands.  But,  as  I  understand  it,  you  regard  a  proper  amount 
of  gold  as  the  basis  of  a  proper  banking  system! 

Mr.  Eckels.  I  do;  for  current  redemption. 

Mr.  Newlands.  Would  it  not  be  possible  for  them  to  perfect  the 
banking  system  without  obtaining  the  proper  amount  of  goldf 

Mr.  Eckels.  I  think  not. 

Mr.  Newlands.  That  would  involve  an  increased  amount,  to  some 
amount,  at  least,  in  all  these  countries  that  have  the  large  amounts  of 
paper  money  at  a  discount. 

Mr.  Eckels.  Undoubtedly  it  would  require  an  increase,  but  the 
Increase  in  production  is  to-day  larger  in  proportion  than  the  increase 
in  the  demand. 

Mr.  Newlands.  Do  you  think  the  increased  production  of  gold  would 
meet  this  increased  demand! 

Mr.  Eckels.  The  increased  production  on  the  one  hand,  and  it 
would  decrease  the  demand  for  the  use  of  gold  in  countries  which  are 
improving  their  banking  methods. 

5lr.  Newlands.  Yes.  Now,  what  country  can  you  point  out  to  me 
today  that  has  a  surplus  of  gold f 
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SURPLUS  OF  GOLD  IN  SEVERAL  COUNTRIES. 

Mr.  Eckels.  I  think  there  is  a  surplus  of  gold  in  England;  I  think 
there  is  a  surplus  in  France;  there  ha«  been  a  surplus  of  gold  in  the 
United  States,  and  that  is  proven  by  the  fact  that  our  people  wanted 
something  more  than  they  wanted  the  gold  and  they  gave  up  the  gold. 
There  may  not  have  been  a  surplus  for  the  length  of  a  year  at  a  time, 
but  there  has  been  a  surplus  as  the  varying  conditions  of  business 
have  changed. 

Mr.  Newlands.  You  think  that  the  surrender  of  gold  from  a  country 
is  purely  a  voluntary  matter? 

Mr.  Eckels.  Certainly.  It  is  surrendered  because  the  people  of  the 
country  desire  to  get  something  which  they  consider  of  greater  use  to 
them  than  the  gold. 

Mr.  Newlands.  The  United  States  is,  I  believe,  in  the  relation  of 
its  peojile  to  other  countries,  the  greatest  debtor  nation  of  the  world — 
I  believe  it  is  so  regarded,  is  it  not? 

Mr.  Eckels.  Yes. 

THE  export   OF   GOLD. 

Mr.  Newlands.  When  the  creditor  countries  throw  their  securities 
upon  the  American  market  for  sale  in  gold  and  the  export  of  gold  is 
caused  by  that,  do  you  think  that  the  absorption  of  these  securities 
and  the  export  of  gold  is  a  voluntary  thing  by  the  people  of  the  United 
States,  and  a  pleasurable  thing? 

Mr.  Eckels.  Probably  at  times  it  is  not  a  pleasurable  thing,  and 
there  may  be  immediate  periods  when  it  is  a  detrimental  thing,  but  in 
the  general  average  it  is  a  beneficial  thing. 

Mr,  Newx,ands.  Then,  the  ex])ort  of  this  gold  does  not  necessarily 
indicate  a  desire  on  the  part  of  the  country  to  let  so  much  gold  go  to 
an6ther  country,  does  it? 

Mr.  Eckels.  No;  it  doesn't  necessarily  indicate  that,  but,  on  the 
other  hand,  it  indicates  that  the  people  are  able  to  get  the  gold  to  meet 
these  demands. 

Mr.  Newlands.  It  may  mean  that  they  are  compelled  to  pay  their 
debts — reluctantly  I 

Mr.  Eckels.  Well,  undoubtedly  at  times  a  man  pays  his  debts 
reluctantly,  but  even  if  he  does  he  feels  more  comfortable  after  he  has 
paid  them.  Here  is  the  difficulty  in  the  taking  of  the  gold  from  this 
country:  It  is  taken  direct  from  the  Treasury  of  the  United  States  in 
an  unnatural  way,  instead  of  being  taken  through  the  agency  of  the 
banks,  for  the  purposes  of  legitimate  business  in  the  natural  course  of 
business. 

Mr.  Newlands.  Now,  if  there  is  a  surplus  of  gold  in  England,  France, 
and  Germany,  how  do  you  account  for  it  that  when  the  exports  of  gold 
increased  within  the  last  few  months  to  this  country  from  England, 
arising  from  our  wheat  sales,  that  the  Bank  of  England  rate  of  discount, 
which  is  normally  about  1^  to  2  per  cent,  was  raised  to  4  and  5  per  centt 
Wasn't  its  purpose  to  prevent  the  export  of  gold! 

Mr.  Eckels.  Undoubtedly  it  was,  but  it  did  not  accomplish  the  pur- 
pose, because  there  were  some  things  they  wanted  more  than  they  did 
gold. 

Mr.  Newlands.  The  fact,  then,  of  that  raise  in  the  rate  of  discount 
showed  that  England  felt  it  had  no  surplus  of  gold  and  could  not  spare 
its  gold  ? 

Mr.  Eckels.  No;  1  do  not  think  it  necessarily  meant  that.    I  think 


/ 


> 


FINANCIAL   AND   BANKING   SITUATION.  297 

it  showed  that  England  did  not  want  too  much  to  leave  at  once,  and 
that  it  would  aid  toward  having  more  of  these  things  paid  by  sixty  or 
ninety  days'  bills  of  exchange  instead  of  being  paid  direct  by  the  gold, 
daring  which  sixty  or  ninety  days  things  coald  adjust  themselves,  and 
possibly  within  that  time  the  large  amount  of  agricultural  produce 
which  would  be  imported  to  England  would  be  paid  by  a  corresponding 
demand  for  the  products  of  the  £2nglish  manufacturers  and  for  other 
things,  so  that  in  the  length  of  the  life  of  a  bill  of  exchange  the  balance 
to  be  settled  in  gold  would  be  reduced  to  a  very  small  amount. 

Mr.  Newlands.  Have  you  observed  that  when  there  is  an  export  of 
gold  from  this  country  the  price  of  securities  in  the  Few  York  market 
goes  down,  as  a  rulet 

Mr.  Eckels.  Yes. 

Mr.  Newlands.  And  have  you  observed  that  when  gold  is  imported 
to  this  countiy  that  the  price  of  securities  in  the  New  York  market  gen- 
erally rises  f 

Mr.  Eckels.  Yes;  for  this  reason 

Mr.  Kewlands.  Is  there  not,  then,  some  relation  between  the  quan- 
tity of  gold  in  the  country  and  the  prices,  not  only  of  our  securities, 
but  of  our  products? 

Mr.  Eckels.  Ko;  not  necessarily.  The  explanation  of  that  is  this: 
That  with  the  present  financial  system  maintained  throughout  the 
United  States  the  General  Government  is  a  partner  in  everybody's 
business. 

The  Chairman.  Isn't  it  a  fact  that  you  have  seen  bonds  and  stocks 
in  New  York  being  depreciated  in  price  when  gold  was  being  exported, 
without  its  having  any  visible  effect  upon  the  price  of  other  products  t 

Mr.  Eckels.  Yes. 

The  Chaibman.  Isn't  it  much  more  frequent  that  a  money  panic 
occurs  without  it  in  any  way  affecting  the  industrial  conditions f 

Mr.  Eckels.  I  think  so.  The  falling  off  of  the  prices  of  stock  is  no 
indication  at  all  of  the  falling  off  of  the  prices  of  other  things,  because 
the  stock  market  is  the  onethiug  which  is  most  aff'ected  by  manipulation, 
by  rumors,  and  by  things  which  in  no  wise  affect  the  price  of  products 
of  a  different  character. 

The  Chairman.  So  the  increasing  or  the  diminishing  of  the  price  of 
bonds  has  no  connection  with  the  question  whether  the  masses  of  the 
people  are  prosperous  or  otherwise! 

Mr.  Eckels.  No,  sir ;  and  it  does  not  indicate  the  value  of  those  stocks 
or  bonds  particularly. 

Mr.  Newlands.  Would  it  not  be  a  fair  statement,  Mr.  Eckels,  to  say 
that  the  effect  of  the  export  of  gold  is  first  felt  upon  securities,  because 
they  are  the  properties  upon  which  quicker  realizations  can  be  made 
than  others,  and  that  is  but  a  part  of  the  general  effect  on  the  property 
and  products  of  the  country! 

Mr.  Eckels.  Ouly  as  the  fiurry  in  securities  on  the  stock  market 
tends  to  create  a  condition  of  mind  upon  the  part  of  the  public  which 
curtails  credit  in  every  branch  of  business. 

Mr.  Newlands.  I  was  referring  to  England.  I  said  that  an  export 
of  gold  from  England  would  have  a  tendency  to  lower  the  prices  of 
securities  there,  and  imports  of  gold,  I  presume,  would  have  a  corre- 
sponding tendency  to  increase  the  prices  of  securities  there.  You  have 
observed  that! 

Mr.  Eckels.  That  is  undoubtedly  so.  I  think  that  temporarily  any 
sudden  increase  in  the  amount  of  money  you  have  affects  things.  Any 
sudden  decrease  in  the  amount  of  money  you  have  affects  things. 

Mr.  Newlands.  That  is  caused,  as  I  understand  it,  by  this,  that  the 
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export  of  gold  gives  us  a  curtailment  of  credit  in  the  exporting  country, 
does  it  notf 

Mr.  Eckels.  It  would  depend  upon  the  conditions  which  surrounded 
that  export.  For  instance,  I  imagine  that  when  the  Baring  failure 
occurred  any  large  export  of  gold  from  England  at  that  time  would 
have  creat-ed  a  great  curtailment  of  credit,  not  because  of  gold  itself  -^ 

going  out — because  1  don't  think  England  could  lose  by  its  going  out  (^  J 

and  something  coming  in  in  exchange  for  it — but  because  the  public 
mind  had  been  so  aifected  by  so  great  a  failure  that  the  solvency  of 
perfectly  solvent  institutions  was  doubted.  So  that  the  eflfect  of  either 
an  exportation  or  importation  of  gold  upon  the  country  can  only  be  esti- 
mated by  the  business  conditions  prevailing  in  the  country  at  the  time 
the  one  or  the  other  thing  occurs. 

Mr.  Newlands.  The  effect  will  be  accentuated  if  the  public  mind  is 
in  a  state  of  apprehension  Y 

Mr.  Eckels.  Yes;  and  doubly  accentuated  if  public  credit  was 
involved  in  addition  to  that  of  individual  credit. 

Mr.  Newlands.  I  see.  There  is,  then,  a  relation  between  the  volume 
of  redemption  money  and  the  volume  of  credit  in  a  country;  is  there 
not!     I  do  not  ask  what  relation. 

Mr.  Eckels.  Yes;  as  it  affects  the  mind  of  the  public,  going  toward 
the  ability  of  the  redemption  of  that  money,  and  undoubtedly  during  a 
time  of  public  apprehension  you  would  be  compelled  to  increase  your 
volume  of  current  redemption  money.  During  that  time  everybody  who 
has  any  instrument  of  credit,  whether  it  be  one  issued  by  the  Federal 
Government  or  by  a  bank,  would  desire  to  put  that  thing  in  another 
form — to  put  it  into  the  form  of  actual  property  or  actual  payments, 
instead  of  simply  a  promise  to  pay.  And  there  might  be  a  time  when 
5  or  10  i)er  cent  or  15  per  cent  of  gold  would  not  be  sufficient  for  current 
redemption,  if  the  public  mind  was  in  a  disturbed  condition.  On  the 
other  hand,  there  would  at  times  be  a  condition  where  1  per  cent  would 
not  be  required. 

Mr.  Newlands.  How  do  you  account  for  it  if  France  has  a  surplus 
of  gold,  that  she  holds  on  so  tenaciously  to  the  $850,000,000  of  gold  she 
has  now? 

Mr.  Eckels.  For  the  reason  that  there  is  a  continual  apprehension 
in  France,  in  Germany,  and  all  continental  European  countries,  that 
war  disturbance  may  arise  and  the  necessity  of  having  immediately 
within  their  i)ower  the  means  of  sustaining  themselves  in  a  war..  A 
further  reason  is  that  the  French  people  do  not  use  banks  of  dei)Osit, 
and  therefore  there  is  necessity  of  having  a  large  amount  of  metal 
money  to  use  in  the  daily  transactions  of  life.  They  estimate  their 
amount  just  as  a  grocer  estimates  the  amount  of  stock  he  has  to  carry 
in  his  store,  or  any  other  man  engaged  in  business — by  experience  with 
the  demands  of  people  for  the  particular  article  which  he  has  to  sell. 
They  estimate  that  amount  to  be  necessary  in  France  because  the  habit 
of  the  French  people  in  the  matter  of  the  transfers  of  property  is  to 
make  transfers  by  paying  the  actual  money  itself  instejid  of  by  giving 
redeemable  promises  to  pay,  or  checks  or  bills  of  exchange. 

The  Chairman.  I  would  like  to  ask  two  or  three  questions  right 
there,  if  there  is  no  objection. 

experientia  docet. 

You  spoke  of  the  quantity  of  gold  in  England.  Is  it  a  fact,  in  the 
continuation  of  your  idea,  that  these  things  can  only  be  known  by 
experience — that  is  the  only  way  to  know  how  much  gold  is  necessary — 
isn't  the  experience  of  the  English   system  the  only  thing  that  the 
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English  can  rely  upon;  isn't  it  equally  true  of  the  Scotch;  and  that  the 
amount  of  specie  they  have  has  been  proven  to  be  amply  sufficient; 
isn't  that  true  of  the  Irish,  although  that  is  a  part  of  Great  Britain, 
and  isn't  it  also  true  of  the  Canadians  ¥ 

Mr.  EoKELS.  All  these  systems  are  based  upon  the  experience  that 
these  immediate  people  have  of  themselves  had,  added  to  by  the  gen- 
eral principles  of  monetary  science  underlying  all  banking  and  mone- 
tary systems.  " 

The  Chairman.  But  the  modification  that  the  general  principles  of 
monetary  science  have  exerted  on  statesmen  as  to  what  should  be  made 
into  law  is  comparatively  slight,  is  it  nott 

Mr.  Eckels.  I  think  in  some  instances  at  least  it  has  been. 

The  Chairman.  You  are  familiar  with  the  Suffolk  system  of  New 
England,  are  you  nott 

Mr.  Eckels.  Yes;  somewhat. 

The  Chairman.  Is  it  not  reasonable  to  suppose  that  what  was  true 
of  New  England  for  thirty  years  as  to  the  proportion  of  currency  in 
the  various  things  that  could  demand  currency  in  redemption,  would 
be  satisfactory  and  safet 

Mr.  Eckels.  Modified  tochangethepresentmethod  of  doing  business. 

The  Chairman.  Then  when  you  come  to  the  last  analysis  of  these 
theoretical  propositions  they  would  and  ought  to  have  but  slight  influ- 
ence on  legislation  as  compared  with  the  actual  facts  developed  by 
looking  into  what  was  actually  done  and  to  the  conditions  now  in  the 
countries  named  or  in  our  own  country  and  what  were  the  facts  in  dif- 
ferent systems  in  previous  periods? 

Mr.  Eckels.  Except  that  the  theoretical  questions  tend  to  bring  out 
the  actual  facts,  and  I  think  that  somebody  has  said  where  there  is  a 
conflict  between  facts  and  theories  so  much  the  worse  for  the  theories. 

Mr.  Calderhead.  When  you  say  that  France  clings  tenaciously  to 
a  large  amount  of  gold,  do  you  mean  the  people  of  France! 

Mr.  Newlands.  The  French  people  generally. 

Mr.  Calderhead.  What  has  legislation  to  do  with  thatf 

Mr.  Eckels.  You  know  that  virtually  every  French  peasant  is  his 
own  banker.  He  does  not  use  banks  of  deposit;  he  does  not  trust 
banks;  he  keeps  his  metal  money  and  does  not  exchange  it  for  notes 
with  the  banks.  It  is  in  the  cities  where  that  thing  x)revails,  and  con- 
sequently there  is  a  necessity  for  a  larger  store  of  the  metal  medium  of 
exchange. 

Mr.  Newlands.  Then,  taking  into  consideration  the  existing  condi- 
tions of  France,  and  the  lack  of  banking  facilities,  etc.,  you  do  not 
regard  the  French  people  as  unwise  in  holding  on  to  this  $850,000,000 
of  gold,  do  you  ? 

Mr.  Eckels.  I  do  not  regard  them  as  unwise  in  holding  on  to  the 
amount  which  the  necessities  of  business  require. 

Mr.  Newlands.  Experience  would  tell  them  as  to  what  the  necessi- 
ties of  business  require. 

Mr.  Eckels.  I  would  take  all  their  experience;  •and  I  find  in  one 
instance  England  was  short  of  gold,  but  then,  when  they  wanted  it 
they  got  it  immediately  from  the  Bank  of  France.  You  can  not  say 
you  must  have  always  the  same  amount  of  gold  in  existence  in  the 
country  all  the  time. 

Mr.  Newlands.  Do  you  remember  how  much  they  got  from  the 
Bank  of  France  at  that  tiinef 

Mr.  Eckels.  £15,000,000, 1  thinly. 

The  Chairman.  They  got  the  right  to  £15,000,000,  but  actually  got 
less  than  £6,0(]nD,000. 


300  FINANCIAL  AND   BANKING   SITUATION. 

Mr.  Newlands.  I  am  simply  finding  ont  with  regard  to  the  coantry 
that  has  a  surplus  of  gold,  and  in  regard  to  these  countries  that  have 
a  sufficiency  of  gola,  and  I  am  inquiring  now  whether  France  has  too 
much  gold.  I  understand  Mr.  Eckels  practically  admits  that  the  ezp^i- 
ence  of  the  conutry  is  a  sate  guide,  with  reference  to  its  condition  of 
banking  and  business,  that  it  is  not  unwise  to  keep  on  hand  $850,000,000 
of  gold — ^that  is,  he  will  trust  to  experience  as  to  the  wisdom  of  it. 

NTJMBBB  OF  BANK  DBPOSITOBS  IN  THIS  COUNTBT. 

Mr.  Eckels.  But  coupled  with  the  statement  that  we  have  always 
been  able  to  furnish  gold  when  demand  is  made  for  it.  Two  years  since, 
I  made  an  investigation  at  the  Chairman's  request  of  the  number  of 
bank  depositors  in  this  country — State,  savings,  private,  national,  and 
all.  There  were  over  9,000,000  of  them.  That  fact  was  so  potent  as  indi- 
cating the  extent  to  which  credit  instruments  were  used  in  this  country 
that  the  Banker's  Magazine,  of  London,  called  attention  to  it  as  indicat- 
ing a  condition  of  affairs  here  that  must  necessarily  give  our  people  a 
tremendous  advantage  in  time  over  other  commercial  people  with  whom 
we  were  dealing,  as  lessening  the  amount  of  actual  money  which  they 
must  use  and  otherwise  in  the  methods  of  transferring  property,  because 
9,000,000  people  depositing  in  banks  means  an  enormous  use  of  checks 
and  drafts  and  a  corresponding  reduction  of  the  use  of  actual  money 
passing  from  hand  to  hand. 

The  Ohaibman.  Paper  money  or  coin  money  f 

Mr.  Eckels.  Yes;  either  one. 

Mr.  Newlands.  Do  you  think  credit  can  be  used  too  extensively  in 
business  t 

Mr.  Eckels.  Yes,-  it  can.    Overtradinj  can  impede  business. 

Mr.  Newl  ANDS.  Can  you  have  a  very  large  increase  in  the  credits  of 
the  country  or  the  world  without  correspondingly  increasing  the  base 
in  the  shape  of  primary  money  of  redemption? 

Mr.  Eckels.  I  think  we  can  have  a  very  large  increase  of  credits 
safely  if  we  have  an  increase  in  the  amount  of  property  in  the  country. 
I  do  not  think  it  depends  on  the  amount  of  what  you  term  primary 
money,  but  it  depends  upon  what  has  been  transferred — the  increase  in 
the  value  or  the  amount  of  that  which  is  being  transferred  by  your 
credit  instruments. 

Mr.  Galdebhead.  I  would  like  to  inquire  whether  you  think  a  very 
large  increase  in  the  deposits  of  a  country  would  make  an  increase  of 
gold  necessary  by  that  country. 

Mr.  Eckels.  Not  necessarily;  no. 

Mr.  Galdebhead.  It  would  not  have  anything  to  do  with  it, 
would  it! 

Mr.  Eckels.  No.  The  values  of  those  deposits  depend  largely  on 
the  things  in  which  those  deposits  are  invested,  because  as  soon  as  a 
deposit  is  brought  into  a  bank  it  is  expected  it  will  be  loaned  out  and 
take  the  shape  of  some  property  which  is  of  value.  The  expectation 
would  be  that  the  bank  every  day  would  loan  out  the  amount  it  took 
in.  The  measure  of  the  safe  extension  of  credit  is  the  measure  of  the 
value  of  the  property. 

Mr.  Newlands.  Do  I  understand  you,  then,  to  point  to  England, 
France,  and  Germany  as  the  countries  which  have  a  surplus  of  gold 
which  can  be  drawn  upon  in  order  to  enable  the  United  States  to 
establiHh  a  proper  monetary  system,  and  also  these  other  countries 
which  have  a  large  amount  of  uncovered  paper  outstanding;  you  think 
those  are  the  three  countries  which  can  be  drawn  upon  for  gold? 
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Mr.  Eckels.  They  can  be  drawn  upon  if  we  needed  any  more,  and 
undoabtedly  if  we  wanted  more  than  they  could  supply  us  with  we 
would  buy  it  directly  from  tbe  miner,  not  only  here,  but  in  Africa  or 
anywhere  else,  and  have  it  coined. 

The  Chairman.  Isn't  it  a  fact  whatever  coin  money  exists  must  nec- 
essarily be  used,  and  the  fact  of  the  existence  of  a  large  body  of  coin 
in  the  country  is  not  a  proof  that  it  is  necessary  to  have  that  to  do  the 
large  business  of  the  country  t         * 

Mr.  Eckels.  Undoubtedly,  and  the  strongest  criticism  which  has  been 
presented  against  the  Bank  of  England  is  that  it  unnecessarily  keeps 
locked  up  such  a  tremendous  amount  of  gold. 

VISIBLE   GOLD. 

The  Chairman.  Isn't  it  a  fact  she  puts  down  her  rates  of  discount 
to  1  and  2  and  2^  per  cent  to  dispense  the  gold  when  she  finds  she  has 
too  much  and  when  she  finds  it  is  being  too  rapidly  withdrawn  she  puts 
up  her  rate  to  keep  the  goldt  Isn't  it  a  fact  that  all  the  visible  com- 
mercial gold  in  England  is  now  about  $175,000,000,  but  ordinarily  it  is 
$120,000,000  to  $135,000,000! 

Mr.  Eckels.  Yes;  as  to  the  rates  of  discounts  and  the  purpose  of 
them.  I  do  not  know  exactly  the  amount  of  visible  gold,  but  it  is  com- 
paratively a  very  small  amount  at  present. 

The  Chairman.  Is  it  not  a  fact  furthermore,  that  the  gold  in  the 
pockets  of  the  people  is  held  on  to  tighter  in  case  of  excitement  or  panic 
and  they  do  not  pay  it  out  then  f 

Mr.  Eckels.  That  is  undoubtedly  true. 

Mr,  Newlands.  Is  it  not  a  fact  that  the  exports  of  gold  from  various 
countries  and  the  imports  to  them  are  watched  very  carefully  by  all 
people  interested  in  business,  and  particularly  in  financial  business? 

Mr.  Eckels.  I  think  that  is  so,  but  they  are  watched  with  more 
anxiety  by  this  people  than  any  other  people  on  the  face  of  the  earth, 
because  ours  is  the  one  people  that  has  its  Government  in  partnership 
with  every  individual  who  is  carrying  on  business. 

BISMARCK  ON  THE  SUPPLY  OF  GOLD. 

Mr.  Newlands.  iN'ow,  I  ask  whether  the  statement  attributed  to  Bis- 
marck is  not  substantially  true,  that  this  gold  blanket  is  not  sufficiently 
large  to  cover  all  the  nations  of  the  world,  and  when  one  nation  tugs  at 
it  it  exx>oses  the  naked  members  of  the  other  nation  t 

Mr.  Eckels.  Ko;  and  I  think  Bismarck's  opinion,  among  men  who 
are  informed  on  this  subject,  has  less  weight  in  financial  afi'airs  than  the 
opinion  of  any  other  statesman  who  ever  rose  to  his  prominence  in  pub- 
lic life. 

Mr.  N"ewlands.  With  reference  to  the  production  of  gold,  you  rely 
upon  that  to  supply  the  wants  of  these  countries  that  have  these  large 
amounts  of  uncovered  paper  money? 

Mr.  Eckels.  As  a  contributing  element! 

Mr.  Kewlands.  Tes;  as  a  contributing  element.  At  what  figure  do 
you  put  the  production  of  gold  during  the  past  yeart 

Mr.  Eckels.  I  do  not  know;  I  suppose  $225^000,000. 

Mr.  Newlands.  That  is  the  largest  production  known  in  the  history 
of  the  world,  is  it  not! 

Mr.  Eckels.  Yes. 

Mr.  Newlands.  The  world  is  searching  for  gold  now  very  energet- 
ically. 
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Mr.  BCKBLS,  Yes. 

Mr.  Kewlands.  Doesn't  that  indicate  a  great  demand  for  gold! 

GOLD  A  VALUABLE  PROPERTY  TO  HAVE. 

Mr.  Eckels.  Yes ;  undoubtedly ;  or  it  indicates  at  least  that  the  peo- 
ple think  it  is  going  to  be  a  valuable  property  to  have.  V 

Mr.  Newlands.  Now,  as  to  that  annual  production  of  gold,  have  you 
any  information  as  to  how  much  of  it  is  really  absorbed  in  the  monetary 
systems  of  the  world  and  how  much  goes  to  dentistry  and  the  other  arts  t 

Mr.  Eckels.  I  imagine  all  goes  into  the  monetary  systems  of  the 
world  that  can  possibly  be  used  to  the  best  advantage  by  the  monetary 
systems  of  the  world,  and  that  which  can  be  best  used  in  the  arts,  and 
thereby  bring  more  profit  to  the  owner  of  the  gold,  goes  into  the  arts. 
It  is  necessary,  of  course,  to  buy  the  gold  to  coin  into  money. 

Mr.  Newlands.  What  proportion  goes  into  money? 

Mr.  Eckels.  I  do  not  know  exactly. 

Mr.  Newlands.  A  large  proportion  goes  temporarily  into  money  and 
finally  into  the  artsf 

Mr.  Eckels.  It  changes.  It  stays  in  money  as  long  as  it  can  best 
be  used  for  money,  and  when  it  is  of  more  value  in  the  arts  it  goes  to  the 
melting  pot. 

Mr.  Newlands.  Do  you  think  more  than  one-half  of  it? 

Mr.  Eckels.  I  would  not  undertake  to  give  the.  exact  proportion. 

The  Chairman.  That  is  a  matter  of  public  record. 

Mr.  Eckels.  I  have  not  the  statistics  here;  but  I  have  always 
observed  this,  that  there  has  never  been  a  time  in  the  history  of  this 
people,  or  any  other  people,  that  there  was  not  a  sufficient  amount  of  / 

gold  obtainable  if  it  was  needed.  Of  course,  sometimes  more  must  be 
paid  for  it  than  at  other  times,  just  as  you  have  to  pay  more  for  com- 
modities at  certain  times  than  at  other  times;  but  it  can  always  be 
bought  by  paying  enough  for  it. 

Mr.  Newlands.  Do  you  know  what  statisticians  have  estimated  as  to 
the  percentage  of  gold  produced  that  goes  into  the  arts — dentistry,  etc.  f 

GOLD  IN  THE  ARTS. 

Mr.  Eckels.  No;  I  do  not  know  what  their  estimate  is,  and  I  do  not 
care  particularly,  because  I  do  not  think  it  affects  the  question.  My 
theory  is  that  there  always  goes  into  money  that  which  can  be  best 
used  for  money  and  there  always  goes  into  the  arts  that  which  can  be 
best  used  in  the  arts. 

Mr.  Johnson.  You  would  not  be  alarmed,  then,  to  see  a  large  amount 
of  it  being  used  in  the  arts? 

Mr.  Eckels.  I  would  not  care  if  95  per  cent  of  it  was  used.  It 
would  indicate  the  condition  of  business  was  such  that  it  could  more 
profitably  be  used  by  putting  that  proportion  into  the  arts,  and  that  it 
was  therefore  not^needed  for  money. 

Mr.  Newlands.  Isn't  it  true  that  the  more  valuable  gold  becomes 
the  greater  demand  there  is  for  it  in  the  arts  and  on  account  of  the 
very  fact  that  the  whole  world  is  seeking  for  gold  it  makes  it  desirable 
in  the  arts? 

Mr.  Eckels.  I  think  that  is  so.  I  think  some  eminent  authorities 
have  said,  the  higher  becomes  the  price  of  gold  the  better  for  the  peo- 
ple, for  the  reason  that  it  decreases  the  inconvenience  of  bringing 
about  exchanges  of  property.     The  objection  to  any  money  which 
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increases  the  bulk  of  the  thing  which  is  to  do  a  certain  required  work 
is  that  it  thereby  lessens  the  profits  to  the  person  who  is  handling  that 
money, 

APPRECIATION  OF   GOLD. 

Mr.  N"ewlands.  You  believe,  therefore,  that  it  is  a  good  thing  that 
money  should  increase  in  value t 

Mr.  Eckels.  I  do  not  think  there  is  any  harm  in  it  at  all. 

Mr.  Newlands.  You  think  that  if  gold  appreciates  it  is  a  good  thing? 

Mr.  Eckels.  I  do  not  think  it  would  in  any  wise  work  a  single  loss  to 
anybody. 

Mr.  Newlands.  Do  you  think  that  gold  has  appreciated? 

Mr.  Eckels.  No. 

Mr.  Newlands.  You  think  it  is  a  stable  measure  of  value? 

Mr.  Eckels.  I  think  it  is  a  stable  measure  of  value. 

The  Chairman.  Is  it  not  a  fact,  Mr.  Comptroller,  that  when  you 
speak  of  gold  being  more  valuable  in  the  arts,  or  going  into  the  arts 
rather  than  into  money,  it  is  not  a  matter  of  increasing  its  price,  but 
that  the  bankers  and  the  money  users  having  reached  the  amount  neces- 
sary in  the  reserve  to  be  held,  the  balance  goes  into  the  arts,  so  that 
the  bankers  and  the  people  are  not  at  the  expense  of  holding  it  in  a 
money  form? 

Mr.  Eckels.  More  valuable  in  that  form. 

The  Chairman.  More  valuable  because  it  is  not  necessary  to  use  a 
reserve?  Is  it  not  a  fact  that,  except  in  England  and  California,  pretty 
generally,  the  use  of  gold  has  gone  out  as  currency  money  and  that 
paper  and  silver  are  being  used  as  currency  to  the  exclusion  of  gold? 

Mr.  Eckels.  Yes;  and  people  do  not  want  to  carry  silver  because 
they  prefer  to  carry  x)aper.  All  these  things  have  to  be  gauged  by  the 
habits  of  the  people,  and  by  their  continual  desire  to  have  this  thing  or 
that  which  least  inconveniences  them  and  is  of  the  least  expense  and 
best  answers  the  immediate  purpose.  It  would  be  about  as  reason- 
able to  desire  to  go  back  to  old  things  in  the  methods  of  transportation 
or  in  anything  else  as  it  would  to  go  back  to  something  which  simply 
increases  the  inconvenience  of  doing  a  thing  which  you  wanted  accom- 
plished in  the  best  way. 

Mr.  Newlands.  I  understand  you  to  say  that  you  regard  gold  as  a 
suitable  measure  of  value,  and  you  regard  it  as  a  good  thing  if  it  appre- 
ciated in  value? 

Mr.  Eckels.  I  said  that  I  do  not  think  any  harm  would  follow  from  it. 

The  Chairman.  Are  there  any  other  members  who  desire  to  ask  any 
questions  in  the  line  of  the  questions  that  have  been  asked  by  Mr. 
Newlands? 

bimetallism. 

Mr.  Johnson  (to  Mr.  Newlands).  Why  don't  you  put  the  direct  ques- 
tion to  him? 

Mr.  Newlands.  What  was  the  direct  question  ? 

Mr.  Johnson.  Why,  the  question  you  have  been  driving  at  all  through 
your  long  examination — whether  or  not  bimetallism  is  necessary  in 
order  to  get  a  broad  enough  basis  for  the  issue  of  paper  money. 

Mr.  Eckels.  If  that  is  the  purpose  of  Mr.  Newlands's  general  tenor 
of  questions,  it  will  take  but  a  few  minutes  to  say  a  word  on  bimetal- 
lism. If  I  may  be  permitted,  I  would  like  to  round  oat  some  things  I 
have  said  on  this  subject. 
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I  have  toaclied  upon  the  qaestiou  of  the  use  of  metallic  moneys,  and, 
whether  or  not  I  am  correct,  I  have  reason  to  think  tbat  Mr.  Newlands 
is  a  believer  in  bimetallism. 

Mr.  Johnson.  There  is  a  suspicion  of  that  kind  in  the  committee 
room. 

Mr.  Eckels.  From  some  of  the  inquiries  made  on  Thursday  and  my 
replies  I  am  sure  that  he  will  draw  the  inference  that  I  am  not  a  ^ 
believer  in  bimetallism,  that  I  believe  in  the  single  gold  standard  as 
being  the  thing  which  is  most  essential  to  the  proper  conduct  of  the 
business  of  a  commercial  nation  having  transactions  with  other  commer- 
cial nations  desiring  that  which  will  best  meet  the  needs  of  commerce. 

BIMETALLISM  AN  I3IPOSSIBILITY. 

I  do  not  believe  that  bimetallism  would  add  in  the  least,  if  it  were  a 
possible  thing,  to  facilitating  commercial  exchanges  or  aid  in  the  trans- 
fer of  property.  As  a  practicable  thing  it  is  an  impossibility,  because 
there  never  yet  has  been  seen  in  the  history  of  commercial  nations,  or 
in  the  history  of  any  people  that  have  undertaken  to  maintain  mone- 
tary systems  in  practical  operation,  simultaneously,  the  things  which 
are  essential  to  the  maintenance  of  a  bimetallic  standard.  Those  things 
are,  it'  it  is  possible  in  the  maintenance  of  a  national  bimetallic  standard 
and  a  national  bimetallic  currency,  a  ratio  to  be  fixed  upon  by  law  as 
between  two  metals,  which  ratio  ought  to  be  as  nearly  as  possible  the 
commercial  ratio  as  the  lawmaking  powers  are  able  to  ascertain,  if  it  is 
international  bimetallism  then  the  ratio  agreed  upon  between  the  agree- 
ing nations. 

There  must  be  in  addition,  made  of  that  silver  and  that  gold,  money  > 

of  absolute  redemption,  every  dollar  coined  being  of  the  value  of  every 
other  dollar  entering  into  circulation.  P^very  dollar  must  maintain 
itself  independently,  so  that  one  dollar  can  be  exchanged  for  the  other 
without  any  loss,  or  a  man  transfer  property  and  receive  payment 
therefore  either  in  silver  or  gold  without  any  loss. 

Again,  there  must  be  unlimited  legal-tender  properties  attaching  to 
each  and  every  dollar  of  the  dollars  coined  out  of  the  gold  and  silver 
upon  the  ratio  agreed,  and  there  must  be  full,  unlimited  free  coinage  of 
both  metals.  When  all  these  elements  are  provided  for,  concurrent  cir- 
calation  of  the  dollars  so  coined  out  of  the  two  metals  must  always  be 
present.  If  at  any  time  any  one  of  these  elements  which  I  have  enum- 
erated is  wanting,  a  country  has  not  a  bimetallic  standard  and  a 
bimetallic  circulation,  but  it  has  either  an  alternating  standard  and 
cir(!ulation  or  a  single  standard  with  a  single  coin  in  circulation. 

I  am  confident  that  it  can  not  be  pointed  out  that  for  a  single  day  in 
the  history  of  the  United  States,  under  the  operation  of  any  coin  age  act, 
there  have  ever  been  these  four  elements  essential  to  the  maintenance  of 
a  bimetallic  standard  in  combined  action.  We  have  never  had  a  time  in 
our  history  where  the  two  metals  have  circulated  independent  of  each 
other,  each  metal  maintaining  its  full  value  independent  of  the  other 
metal.  We  have  never  had  independent  concurrent  circulation  and 
without  such  concurrent  circulation  and  such  absolute  independence  of  "^ 

the  sustaining  power  of  one  metal  under  the  other  we  have  not  two 
moneys  of  equal  redemptive  powers.  If  we  have  to  maintain  our  silver 
with  a  gold  prop  under  it,  then  silver  is  not  a  money  of  redemption,  and 
if  we  have  to  maintain  our  gold  with  the  silver  under  it  gold  is  not  a 
money  of  redemption.  Unless  a  man  can  exchange  his  property  and 
his  dollars  without  loss,  whether  or  not  he  receives  the  silver  or  the  gold, 
he  is  not  given  a  money  which  in  and  of  itself  is  the  equal  in  value  of 
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the  other  form  of  money  which  enters  into  the  maintenance  of  the 
bimetallic  circulation  of  the  country. 

Thus  far  in  this  country  we  have  had  only  the  single  standard  and  a 
single  self-sustaining  circulation.  At  one  time  a  silver  standard  and  a 
silver  circulation,  at  another  a  gold  standard  and  a  gold  circulation, 
but  never  a  bimetallic  standard  and  a  bimetallic  circulation.  Such  a 
thing  I  believe  to  be  an  absolute  impossibility. 

Mr.  Nbwlands.  You  have  observed  throughout  that  I  have  hardly 
used  the  word  "silver"  in  this  inquiry.  My  whole  inquiry  has  been 
directed  to  finding  out  whether  or  not  there  is  sufficient  gold  in  the 
world  for  redemption  purposes  and  whether  under  the  banking  system 
that  is  proposed  we  can  procure  enough  gold  in  this  country  for 
redem])tion  purposes.  My  inquiry,  therefore,  has  been  directed  to  ascer- 
taining the  stocks  of  gold  in  the  different  countries  of  the  world,  and 
the  possible  requirements  of  countries  that  are  now  struggling  to  get 
upon  the  gold  standard  and  to  make  gold  redemption. 

The  Chairman.  Mr.  Comptroller,  in  1893 1  received  from  your  Depart- 
ment, or  copied  from  your  report,  a  statement  that  it  cost  $137.43  per 
$100,000  for  the  redemption  of  currency.  In  the  testimony  given  by 
the  Secretary  of  the  Treasury  in  1893,  on  $75,000  he  reports  that  the 
annual  cost  for  the  redemption  was  $37.50,  express  charges  $2.50 — I 
suppose  those  are  to  be  included — making  $40. 

Mr.  Eckels.  Yes. 

The  Chairman.  That  would  make  the  entire  cost  on  $100,000  $53.33, 
or  one-third  more  than  Mr.  Carlisle  figures  on  $75,000.  In  your  report 
I  think  you  say  it  cost  $45  and  some  odd  cents  per  $100,000,  didn't  you? 

Mr.  Eckels.  I  don't  remember  the  exact  figures.    I  will  look  that  up. 

The  Chairman.  Now,  the  number  of  redemptions  under  the  Suflblk 
system  averaged  in  ordinary  years  about  five.  As  shown  in  the  paper 
sent  here  by  Treasurer  D.  N.  Morgan,  December  1, 1896,  it  cost  $1,125 
per  $1,000  to  make  the  redemptions,  and  if  it  is  averaged  to  be  redeemed 
five  times — ^that  is  to  say,  each  $1.000 — the  redemptions  will  be  a  total 
cost  of  $6.62^,  and  that  would  be  $562.50  instead  of  $137.50  on  $100,000 
of  bank  notes.  The  point  is  whether  the  $137.50  covers  merely  the 
actual  redemptions  of  each  $  100,000  each  time,  or  whether  that  would 
cover  the  whole  of  the  money  in  circulation  in  its  actual  redemption,  if 
our  paper  money  was  all  bank  currency  and  frequently  redeemed! 

The  Treasurer's  figures  are  as  follows : 

Treasury  Dbpartmkxt,  Office  of  thk  Treasurer, 

JVashingion,  D.  C,  December  1,  1896, 

The  charges  fur  traoRportatiou  and  the  costs  for  assorting  the  notes  of  national 
banks  redeemed  dnring  the  fiscal  year  ending  June  30,  1896,  under  the  act  approved 
June  20;  1874  (18  Statutes,  123),  were  as  foUows : 

Charges  for  transportation $32,518.93 

Costs  for  assorting : 

Salaries $77,766.54 

Printing,  binding,  and  stationery 2, 825. 97 

Contingent  expenses 974.19 

81,566,70 

Total 114,085.63 

These  expenses  have  been  assessed  upon  the  several  national  banks  in  proportion 
to  the  circulation  redeemed.  Tlie  aggregate  amount  redeemed  and  assorted  during 
the  fiscal  year  was  $101,409, 451. 50,  giving  $1. 12^  as  tbu  average  rate  for  each  $1, 000. 

On  November  1, 1894,  he  says: 

The  contract  rates  for  the  transportation  of  all  kindH  of  paper  currency  to  or  from 
Washington  are — 

CUB 20 
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Between  Washington  and  points  in  the  territory  of  the  United  States  Express 
Company  and  reached  by  it,  20  cents  per  $1,000  or  fractional  part  thereof  over  $500; 
snms  of  $500  or  fractional  part  thereof,  10  cents. 

Between  Washington  and  points  in  the  territory  of  another  express  company, 
excepting  points  in  Texas,  Arkansas,  Colorado,  Kansas,  Nebraska,  Montana,  North 
Dakota,  South  Dakota,  Wyoming,  and  the  Indian  and  Oklahoma  Territories,  60  cents 
per  $1,000  or  fractional  part  thereof  over  $500 ;  sums  of  $500  or  fractional  part  thereof, 
40  cents. 

Between  Wa.shlngton  and  points  in  Colorado,  Kansas,  and  Nebraska,  75  cents  per  ^  ^ 

$1,000  or  fractional  part  thereof  over  $500;  sums  of  $500  or  fractional  part  thereof, 
50  cents. 

Between  Washington  and  points  in  Texas,  Arkansas,  Montana,  North  Dakota,  South 
Dakota,  Wyoming,  and  the  Indian  and  Oklahoma  Territories,  $1  per  $1,000  or  frac- 
tional part  thereof  over  $500;  sums  of  $500  or  fractional  part  thereof,  65  cents. 

Express  charges  are  paid  by  the  Government,  at  contract  rates,  on  standard  silver 
dollars  sent  by  the  Treasurer  or  Assistant  Treasurer  in  sums  or  multiples  of  $500,  on 
fractional  silver  coin  in  snms  of  $200  or  more,  and  on  minor  coin  sent  from  the  mint 
at  Philadelphia  in  sums  or  multiples  of  $20. 

Thereupon^  at  4  p.  m.  the  committee  adjourned. 

Committee  on  Banking  and  Cubbency, 
Washington,  D.  C,  Tuesday,  February  2, 1897, 

The  committee  met  at  10.30  a.  m. 

Members' present :  The  chairman  (Mr.  Walker)  and  Messrs.  Brosius, 
Van  Voorhis,  McCleary,  Fowler,  Lefever,  Spalding,  Calderhead,  Hill, 
Cox,  Stallings,  Black,  Newlands,  and  Hendrick. 

Hon.  James  H.  Eckels,  Comptroller  of  the  Currency,  appeared  before 
the  committee  and  continued  his  statement  begun  on  January  28, 1897. 

STATEHEHT  OF  HOV.  JAMES  H.  ECKELS,  COMPTEOLLEE  OF  THE  ^ 

GUEEEVGY— Continued. 

The  Chaibman.  Mr.  Comptroller,  I  asked  you  some  questions  yester- 
day, the  answers  to  which  we  want  in  the  record  in  order  to  complete 
that  matter  discussed. 

Mr.  Eckels.  The  reporter,  by  referring  to  his  notes  of  yesterday's 
hearing,  will  find  that  you  asked  me  a  number  of  questions  relative  to 
the  cost  of  redemption  of  national-banking  notes  in  1893,  stating 

The  Chaibman.  Some  are  for  1893,  and  some  are  for  1894;  and  the 
figures  I  gave  you  are  from  the  very  last  report  of  last  year. 

COST   OF  BANK-NOTE  BEDEMPTION. 

Mr.  Eckels.  Tes;  I  asked  the  chiefof  the  redemption  division  of  the 
Comptroller's  office  to  give  me  a  statement  of  the  cost  of  the  redemption 
of  the  national- bank  notes  for  the  year  ending  June  30, 1893,  as  requested 
by  Mr.  Walker,  and  he  informed  me  thatthe  cost  was  $1.3561  per  $1,000, 
or  $135.51  per  $100,000  actually  redeemed  and  assessable.  He  further 
informed  me  that  the  estimated  cost  of  maintaining  $100,000  of  the 
circulating  notes  issued  to  a  bank  is  estimated  to  be  about  one- twentieth 
of  1  per  cent,  or  about  $50  per  year.  ^ 

The  Chaibman.  That  is,  for  each  redemption! 

Mr.  Eckels.  Yes;  for  the  year — about  $50  per  year. 

Mr.  FowLEB.  1  do  not  understand  that  that  clears  the  first  proposi- 
tion. 

Mr.  Eckels.  The  cost  for  redemption  of  national-bank  notes  for  the 
year  ending  June  30, 1893,  was  $1.35  for  each  $1,000  actually  redeemed. 
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The  Chairman.  Fifty  dollars  per  year,  with  the  notes  actually 
redeemed,  as  it  has  actually  taken  place  under  our  present  system  of 
redeeming  national-banking  circulation. 

Mr.  Eckels.  The  9135.51  per  $100,000  of  notes  redeemed  in  the  year 
1893  was  for  that  year  only.  Last  year — 1896 — the  cost  was  reduced 
to  $1.12J  per  $1,000,  or  $112.50  per  $100,000,  and  the  total  amount 
redeemed  was  about  one-half  of  the  outstanding  national-bank  circula- 
tion, or  $108,260,978. 

The  Chairman.  That  is  to  say,  the  total  cost  of  the  redemption  for 
the  year,  divided  by  the  total  sum  of  currency  that  the  banks  had  out 
that  year,  amounts  to  the  $1.3551  per  thousand,  or  whatever  it  is. 

Mr.  Eckels.  Yes. 

The  Chairman.  Then,  of  course,  if  this  currency  should  average  to 
be  redeemed  twice  or  thrice  or  five  times  you  would  have  that  many 
more  times  the  estimate  given  t 

Mr.  Eckels.  But  the  estimate  is,  that  for  a  bank  having  $90,000  in 
circulating  notes  the  amount  redeemed  per  year  is  about  50  per  cent  of 
the  entire  circulation. 

The  Chairman.  Bedeemed  once. 

Mr.  Eckels.  Yes;  and  the  greater  the  amount  actually  redeemed 
the  less  cost  per  thousand  for  redemption. 

The  Chairman.  So  that  if  the  redemption  was  done  five  times  on 
each  note  it  would  not  be  five  times  the  amount  as  shown  there? 

Mr.  Eckels.  !No. 

The  Chairman.  Because  the  packages  that  came  in  would  be  larger* 

Mr.  Eckels.  Yes;  and  the  cost  of  handling  less,  so  that  the  cost  per 
thousand  lessens  with  the  number  of  times  of  redemption.  You  had, 
Mr.  Chairman,  a  statement  to  the  effect  that  the  number  of  redemptions 
under  the  Suffolk  system  averaged  in  ordinary  years,  about  five;  and; 
as  shown  in  the  paper  sent  here  by  Treasurer  Morgan,  dated  December 
31, 1896,  it  cost  $1.12^  per  thousand  to  make  redemptions. 

The  Chairman.  And  if  notes  are  averaged  to  be  redeemed  five 
times- 

Mr.  Eckels  (continuing).  That  is  to  say,  each  $1,000  of  redemption 
will  be  a  total  cost  of  $5.62^,  and  that  would  be  $562.50  instead  of 
$137.50  on  $100,000  of  bank  notes.  The  point  is,  whether  $137.50 
covers  merely  the  actual  redemption  of  the  $100,000  each  time  or 
whether  that  would  cover  the  whole  of  the  money  in  circulation  in  its 
actual  redemption,  if  our  paper  money  were  all  bank  currency  and  fre- 
quently redeemed.  To  that  statement  of  yours  the  chief  of  the 
redemption  division  of  the  Comptroller's  office  has  added  this  note. 

The  above  calculation  of  $5,625  is  for  $5,000  redeemed  and  at  the  same  rate.  It 
should  be  $112.50  per  $100,000,  instead  of  $562.50. 

The  Chairman.  He  did  not  know  what  he  was  talking  about  and  I 
did. 

Mr.  EoKBLS.  He  seemed  to  have  the  opinion  that  he  did,  and  that 
you  did  not. 

The  Chairman.  The  facts  are  that  the  records  show  that  the  total 
circulating  notes  in  New  England  was  averaged  to  be  redeemed  about 
five  times  each  year.  What  I  wanted  to  get  at  was,  if  the  total  cur- 
rency of  the  country  was  redeemed  five  times  each  year  whether  it 
would  not  cost  five  times  what  a  single  redemption  would  cost.  The 
larger  the  volume  you  redeem  the'less  is  the  cost  per  $1,000.  Is  it  oris 
it  not  a  fact,  Mr.  Comptroller,  that,  other  things  being  equal,  the  larger 
the  territory  covered  by  any  system  of  coin  redemption,  the  less  per- 
centage of  coin  to  the  total  liabilities  of  a  bank  is  needed,  because  of 


808  FINANCIAL  AND   BANKING   SITUATION. 

the  varied  industries,  and  the  varied  times  at  which  crops  are  gathered, 
so  that  each  business  measarably  balances  the  other?  Now,  what  is 
your  jadgment  on  that? 

Mr.  Eckels.  You  mean  over  the  whole  country  or  individual  localities  t 

The  Chairman.  Over  the  whole  country.  I  will  read  the  question 
again. 

The  Chairman  repeated  the  question.  \ 

Mr.  Eckels.  I  think  that  is  so,  if  the  same  perfection  exists  in  the  * 

banking  system  in  one  part  of  the  territory  as  in  the  other. 

The  Ohaibman.  l^hat  is  assumed.  Secondly,  is  it  not  a  fact  that  the 
larger  and  more  varied  the  interests  included  in  any  banking  system, 
the  less  percentage  of  coin,  to  the  total  of  volume  of  liabilities,  is  needed  T 

Mr.  Eckels.  That  is  unquestionably  so,  because  the  more  interests 
transacting  their  business  through  the  bank  the  less  occasion  there  is 
for  the  handling  of  coin  in  the  transfer  of  property  and  the  more  there 
is  of  transferingof  proi>erty  through  instruments  of  credit  issued  through 
the  banks. 

The  Chairman.  In  any  banking  system  where  the  currency  is  put  in 
circulation,  is  it  not  a  fact  that  the  dei)ositors  make  a  larger  draft  on 
the  coin  held  for  redemption  than  the  class  of  people  that  use  the  cur- 
rency that  is  issued  by  the  banks? 

Mr.  Eckels.  I  stated  yesterday  that  the  note  holder  was  less  liable 
to  come  to  a  bank  for  the  redemption  of  his  note  than  the  depositor, 
for  the  reason  that  people  do  not  wish  to  carry  with  them  a  metallic 
currency  except  when  there  is  some  absolute  necessity  for  so  doing. 
Therefore  the  bank-note  currency  redemptions  are  less  frequent  than 
the  redemption  of  what  might  be  termed  deposit  currency. 

The  Chairman.  You  are  talking  now  of  final  redemption  in  coin?  V 

Mr.  Eckels.  Yes,  the  deposit  money  of  the  bank;  and  consequently 
there  is  less  need  for  a  large  reserve  against  note  issues  than  there  is 
for  a  reserve  against  bank  deposits. 

The  Chairman.  The  theory  upon  which  our  banking  law  and  all 
sound  banking  proceeds  is  that  the  reserve  both  of  coin  and  of  bank 
balances  should  be  adjusted  to  the  deposits  and  not  to  the  currency. 
You  think  that  is  a  sound  system? 

Mr.  Eckels.  There  is  no  reserve  maintained  against  note  issues,  for 
the  reason  that  they  are  all  provided  for  by  the  deposits  of  bonds.  At 
the  outset  the  national-bank  act  did  provide  for  holding  a  reserve 
against  note  issues. 

POPULAR  IDEA  OF  A  BANK'S  SOLVENCY. 

The  Chairman.  Y^ou  have  introduced  an  issue  there.  The  bonds  do 
not  cut  any  figure  and  have  no  relation  to  the  currency  excepting  in  its 
final  redemption  upon  the  solvency  of  the  bank.  Our  present  system 
goes  upon  the  theory  that  the  reserves  held  ought  to  be  adjusted  to  the 
individual  deposits  and  also  the  coin  held,  instead  of  to  the  currency 
issued. 

Mr.  Eckels.  They  cut  this  figure,  that  nobody  ever  thinks  about  a 
bank  note,  because  he  knows  that  as  long  as  the  credit  of  the  Govern-  \ 

ment  is  such  that  its  bonds  are  redeemed,  his  note  is  good. 

The  Chairman.  But  in  the  popular  mind  the  thing  that  t'Csts  a  bank's 
ability  to  redeem  is  the  currency  it  issues  and  not  the  deposits  it 
accepts.  Now,  as  a  matter  of  fact,  is  it  not  the  depositors,  and  not  the 
currency  holders,  that  demand  coin  redemption,  as  you  have  previously 
testified ;  and  isn't  our  system  a^usted  upon  that  principle  ? 
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Mr.  EOKELS.  I  think  in  the  popular  mind  with  us,  Mr.  Walker,  that 
which  tests  the  solvency  of  a  bank  is  its  ability  to  redeem  its  indebted- 
ness to  its  depositors — its  ability  to  meet  the  demands  of  the  depositors. 
Under  other  circumstances  technically  a  true  test  of  the  solvency  of  a 
note-issuing  bank  is  its  ability  to  redeem  its  notes. 

The  Chairman.  Is  it  not  a  fact  that  in  a  business  community  the 
thing  that  is  believed  to  test  the  solvency  of  a  bank,  with  those  familiar 
with  banks  and  banking,  are  the  deposits  and  the  demand  that  the 
depositors  make  upon  a  bank ;  but  in  the  popular  mind,  say,  the  average 
taxpayer,  the  thing  that  rests  in  his  mind,  as  a  matter  of  risk,  is  the 
currency  that  the  banks  issue?    Isn't  there  a  distinction? 

Mr.  EcKSiiS.  I  do  not  think  in  the  United  Stat-es  or  any  country 
where  there  is  an  absolute  deposit  of  securities  that  there  is  any  thought 
at  all  devoted  to  the  redemption  of  the  note  issues. 

The  Chairman.  By  the  depositors ? 

Mr.  Eckels.  By  the  noteholders.  They  look  to  the  Government. 
But  where,  as  I  say,  the  banks  maintain  the  responsibility  themselves 
of  redemption  of  their  note  issues  the  popular  mind  would  undoubtedly 
be  constantly  on  the  lookout  as  to  whether  or  not  the  banks  were  able 
to  redeem  the  notes  issued. 

,  The  Chairman.  Is  it  not  a  fact  that  the  banks  are  required  to  put 
up  the  5  per  cent  redemption  fund,  and  that  the  banks  themselves, 
through  that  fund,  currently  redeem  their  notes,  and  then  the  Govern- 
ment sells  the  bonds  to  redeem  the  notes  of  Insolvent  banks? 

Mr.  Eckels.  That  is  the  fact. 

The  Chairman.  So  that  the  fact  that  the  Government  finally  redeems 
the  note  does  not  cut  any  figure  with  the  bank,  because  that  is  a  final 
redemption,  and  the  5  per  cent  redemption  fund  is  held  and  used  for 
the  current  redemption. 

Mr.  Eckels.  I  think,  Mr.  Walker,  in  the  popular  mind  here  there  is 
not  a  single  thought  devoted  to  the  redemption  of  bank  notes,  either 
current  or  permanent,  by  the  man  possessing  them.  He  is  aware  of 
the  fact  that  the  Government  attends  to  that  part  of  it,  because  it  is 
provided  in  the  law  that  if  the  redemption  ftind  is  not  maintained  a 
bank  without  being  notified  can  be  closed  up  and  the  Government  take 
possession  and  r^eem  the  notes,  recouping  itself  from  the  bonds 
deposited  with  the  Treasurer. 

The  Chairman.  Isn't  it  true  that  the  larger  the  volume  of  business 
done  by  a  larger  number  of  individuals  in  the  same  territory  under  the 
same  system,  the  less  percentage  of  redemption  coin  is  needed? 

Mr.  Eckels.  Yes. 

Mr.  Hill.  I  understood  you  to  say,  Mr.  Eckels,  in  response  to  Mr. 
Walker's  question,  that  the  larger  the  country  the  less  coin  would  be 
required  for  redemption  purposes. 

The  Chairman.  The  less  percentage  of  coin. 

Mr.  HiT^L.  Yes;  the  less  percentage. 

Mr.  Eckels.  The  same  character  of  banking  facilities 

Mr.  Hill.  I  want  to  ask  you,  if  the  country  is  divided  into  redemp- 
tion districts,  where  will  be  the  greatest  demand  for  redemptions,  from 
within  the  redemption  district  in  which  the  bank  is  located  or  without  it? 

Mr.  Eckels.  I  think  without  it. 

Mr.  Hill.  Then  the  more  extensive  the  country  is  the  greater  the 
quantity  of  coin  required,  rather  than  a  less  quantity? 

Mr.  Eckels.  I  don't  think  so,  with  the  improvements  of  banking 
facilities  equally  distributed. 

Mr.  Hill.  Why  would  that  affect  the  case  at  all?    If  the  redemp- 
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tioD8  that  are  to  come  to  banks,  that  are  called  for  by  the  banks,  are 
from  without  the  redemption  district,  why  is  it  not  true  that  the  greater 
the  territory  without  the  redemption  district,  the  larger  will  be  the  calls  f 

The  Ghaibman.  The  point  is,  it  is  impossible  to  have  redemption 
territorial  districts  where  the  system  covers  a  given  territory.  You 
can  not  make  redemption  districts.    Banks  must  be  allowed  to  choose  m 

among  the  large  commercial  cities  the  city  in  which  they  will  redeem         >  | 
their  notes. 

Mr.  Hill.  I  don't  think  that  would  change  the  fact  at  all.  It  would 
seem  to  me  the  exact  reverse  is  true. 

REDEMPTION  rNDEB  THE   SUPPOLK  SYSTEM. 

Mr.  Eckels.  I  don^t  think,  Mr.  Hill,  that  under  the  Suffolk  system, 
as  the  number  of  banks  increased  and  the  territory  was  enlarged, 
there  was  a  corresponding  increase  in  the  amount  of  coin  used  for 
redemption. 

Mr.  Bbosius.  Mr.  Comptroller,  is  it  not  a  fact  that  the  need  for  bank 
currency  in  any  country,  other  things  being  equal,  diminishes  in  exact 
ratio  to  the  extent  of  the  dei)osits  of  the  banks  of  that  country? 

OHECKS  CREATE  A  CURRENCY. 

Mr.  Eckels.  Yes;  because  people,  if  they  become  bank  depositors, 
use  checks,  and  they  create  a  bank-deposit  currency. 

Mr.  Brosius.  They  create  a  currency  themselves. 

Mr.  Eckels.  Yes;  tbe  only  difference  being  that  the  bank-deposit 
currency  is  not  a  currency  which  passes  rapidly  from  hand  to  hand,  as  ^ 

a  bank-note  currency  does.    For  that  reason,  it  does  not  in  all  instances  < 

take  the  place  of  a  bank-note  currency. 

Mr.  Brosius.  I  did  not  mean  to  imply  that  it  took  the  place  of  it  in 
the  sense  of  superseding  it.  I  only  meant  that  where  there  is  a  habit 
of  depositing  in  banks,  so  that  all  the  available  funds  in  a  community 
go  out  of  the  pockets  of  the  people  into  the  general  use  of  the  public, 
that  less  and  less  amounts  of  bank-note  currency  are  needed  in  such 
cases. 

Mr.  Eckels.  Yes;  that  is  so. 

Mr.  Brosius  (continuing).  Because  all  tbe  funds  of  the  community 
are  utilized  for  public  uses.  Now,  let  me  ask  another  question.  Is  it 
not  a  fact  that  with  the  progress  of  the  evolution  of  banking  agencies 
and  facilities  the  habit  of  depositing  the  current  funds  of  communities 
in  banks  grows,  and  that  therefore  the  deposits  in  the  banks  of  the 
country  increase  from  year  to  year? 

Mr.  Eckels.  That  is  undoubtedly  true.  I  have  several  times  taken 
occasion  to  say  that  with  the  increase  of  facilities  of  exchange  through 
banks  of  deposit  and  discount  you  diminish  the  useof  bank-note  currency, 
and  also  of  gold  currency  or  silver.  After  all,  bank  notes  aiid  gold  and 
silver  play  so  very  small  a  part  in  the  innumerable  transactions  in  the 
business  world  that  they  can  not  be  considered  to  compare  with  the 
other  methods  which  are  used  for  carrying  on  business.  ^  \^ 

Mr.  Brosius.  That  is  the  philosophy  of  it.  '  ^ 

Mr.  Eckels.  That  is  the  fact  of  it. 

DEMAND  FOR  ADDITIONAL  NOTE   CURRENCY  LOCATED. 

Mr.  Brosius.  Does  it  not  find  additional  illustration  in  the  fact  that  \ 
in  those  sections  of  the  Union  in  which  there  exists  the  greatest  demand 
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for  additional  bank-note  currency  there  is  the  least  amount  of  deposits 
in  the  banks  t 

Mr.  EoKELS.  Tes. 

Mr.  Bbosius.  In  the  cities  of  the  !N'orth  and  in  the  North  generally 
and  the  Middle  States,  where  capital  abounds  and  they  have  the  habit 
of  depositing,  they  are  not  demanding  additional  bank-note  currency, 
are  they  t 

Mr.  Eckels.  No. 

Mr.  Bbosius.  In  the  South  and  West,  where  they  do  not  deposit  so 
generally,  and  where  there  is  a  dearth  of  deposits  in  the  banks  to  be 
used  for  public  purposes,  they  are  demanding  additional  bank-note 
currency  t 

Mr.  Eckels.  Yes. 

Mr.  FoWLEB.  Is  it  a  proof  that  they  have  no  wealth  t 

Mr.  Bbosius.  No. 

Mr.  Eckels.  The  desire  for  an  inflation  of  the  currency  is  not  con- 
fined to  any  single  locality  or  any  single  class  of  people.  There  has 
always  been  everywhere  a  desire  to  have  a  large  volume  of  currency, 
but  the  needs  of  the  South  and  the  West  for  better  note-issuing  func- 
tions on  the  part  of  the  banks  are  greater  than  in  the  East  and  the 
Middle  West  and  the  New  England  States. 

The  Ghaibman.  Is  it  not  true  that  where  the  banks  issue  currency 
freely  where  they  are  located  the  currency  carri^  in  the  pockets  of 
the  people  there  actually  increases,  while  beiug  a  less  percentage  to 
the  total  banking  capital — ^that  is  to  say,  that  the  percentage  of  cur- 
rency to  the  deposits  and  to  the  banking  capital  may  be  less,  while  the 
total  currency  in  circulation  may  be  more,  because  loans  are  made  in 
currency  t 

Mr.  Eckels.  Yes. 

The  Chaibman.  Now,  Mr.  Eckels,  preparatory  to  taking  up  the  bill 
H.  B.  171,  if  you  will  turn  to  page  98  of  your  report 

EFFECT  OF  BEDEEMING  IN  OOLD  ONLY. 

Mr.  Cox.  Before  you  take  up  the  regular  bill  I  want  to  ask  Mr.  Eckels 
one  question.  Mr.  Eckels,  I  want  to  go  back  and  call  attention  to  a  ques- 
tion we  were  discussing  yesterday  and  try  to  make  the  question  under- 
stood. Wben  you  were  speaking  of  the  redemption  by  the  banks  and 
taking  it  off  of  the  Government,  and  that  they  should  redeem  in  gold, 
a  question  drawn  ont  by  my  friend  there,  to  a  certain  extent,  was  the 
thoaght  that  if  the  gold  was  needed  in  this  country  the  banks  could 
get  it,  and  if  it  was  needed  in  other  places  and  we  had  a  surplus  it  would 
low  to  them? 

Mr.  Eckels.  Yes. 

Mr.  Oox.  Now,  suppose  the  banks  had  to  redeem  in  gold,  and  gold 
only,  and  there  was  at  a  time  a  demand  for  a  considerable  sum  of  gold 
out  of  this  country.  By  your  answer  it  would  naturally  take  its  course 
to  fill  up  what  you  might  call  a  vacuum  there.  Now,,  would  not  there 
be  a  danger  that  gold  might  go  to  a  slight  premium,  or  a  considerable 
premium,  and  if  it  did  go  to  a  premium,  even  a  small  one,  would  not 
that  be  an  invitation  and  would  not  it  have  the  influence  to  rush  the 
depositors  into  the  banks  for  the  redemption  in  gold,  so  that  they 
would  get  the  profit  of  that  premium  f 

Mr.  Eckels.  Of  course  there  is  always  the  liability  of  having  a  con- 
dition of  the  public  mind  that  may  upset  the  best  system,  but  this 
thing  is  certain,  that  wherever  the  responsibility  has  been  placed  on 
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banks  of  looking  after  tbeae  matters,  unhampered  by  unnecessary  Gov- 
ernment restriction,  they  have  been  able  to  do  it.    As  they  have  all 
the  machinery,  they  undoubtedly  would  protect  themselves. 
Mr.  Oox.  But  you  admit  that  there  is  some  danger  along  that  linet 

DISTURBANCES  POSSIBLE   UNDER   THE  BEST   SYSTEM. 

Mr.  Eckels.  Under  the  very  best  system  possible  there  is  apt  to  be 
a  condition  of  the  public  mind  which  for  the  time  may  create  disturb- 
ances. 

Mr.  Bbosius.  Could  gold  go  to  a  premium  under  any  circumstances 
as  long  as  banks  continue  redeeming  in  goldT 

Mr.  Eckels.  No;  the  banks  themselves  might  have  to  pay  it. 

Mr.  Bbosius.  It  does  not  make  any  difference  what  the  banks  have 
to  pay  for  it,  because  any  man  taking  his  note  to  the  banks  can  get 
gold  for  it,  and  as  long  as  that  is  the  case  gold  will  not  go  to  a  premium. 

Mr.  Cox.  But  the  question  lies  in  the  fact  that  the  banks  have  to  pay 
a  premium  for  the  gold. 

Mr.  Eckels.  They  would  probably  have  to  pay  a  higher  price  for  it. 

Mr.  Cox.  But  the  apprehension  in  my  mind  is  that  the  depositor 
would  rush  for  the  gold  if  it  was  at  a  premium. 

Mr.  Eckels.  They  would  not,  however,  buy  the  gold  back  from  the 
depositors.    The  depositor  who  would  take  that  gold  would  hoard  it. 

The  Chairman.  We  will  now  take  up  my  bill  H.  R.  171,  but  before 
we  proceed  to  that  I  will  ask  you  to  turn  to  page  100  of  your  report  for 
1896.  The  nine  recommendations  therein  made  by  the  Comptroller  are 
as  follows: 

SUGGESTED  AMENDMENTS   OF  THE   BANK   ACT. 

[Annual  Report  of  the  Comptroller  of  the  Cnrrency,  1806.] 

It  is  one  of  the  duties  imposed  by  law  upon  the  ComptroUer  of  the  Currency  that 
Aie  shall,  in  his  annual  report  to  Congress,  indicate  such  amendments  to  the  bank  act 
as  'would  in  his  j  udgmen t  impro  v^e  the  national- banking  system. .  In  discharge  of  that 
duty,  I  submit  for  consideration  the  following  suggestions,  which  it  is  believed,  if 
embodied  into  law,  would  be  of  material  public  benefit : 

First.  That  the  loans  and  discounts  of  any  bank  to  its  executive  officers  and 
employees  be  restricted  in  amount,  secured  by  proper  collateral  or  by  additional 
signature  or  signatures  of  financially  responsible  persons  to  the  notes  taken,  and 
made  only  upon  the  approval  of  the  board  of  directors,  a  written  record  thereof 
being  kept. 

Second.  That  no  loan  shall  be  made  to  a  director  who  is  not  an  executive  officer 
of  the  bank,  except  either  upon  a  deposit  of  collateral  security  or  upon  a  note  given 
therefor  bearing,  in  addition  to  the  director's  own  signature,  the  signature  or  signa- 
tures of  one  or  more  financially  reHponsihle  person  or  persons. 

Third.  That  upon  a  day  in  each  year,  to  be  designated  by  the  Comptroller,  the 
directors  of  national  banks  shall  be  required  to  make  an  examination  of  the  affairs 
of  the  bank  with  which  connected  and  submit  to  the  Comptroller  of  the  Currency  a 
report  thereon  upon  blanks  to  be  furnished  for  such  purpose. 

Fourth.  That  the  assistant  cashier^  in  the  absence  or  because  of  the  disabilitv  of 
the  cashier,  be  authorized  to  sign  the  circulating  notes  and  to  sign  and  make  oath  or 
affirmation  to  reports  of  condition  of  a  national  bank. 

Fifth.  That  some  class  of  public  officers  be  empowered  to  administer  the  general 
oaths  required  to  be  taken  by  the  national-bank  act. 

Sixth.  That  in  places  having  a  population  of  less  than  2,000  inhabitants  national 
banks  shall  be  permitted,  under  regulations  to  be  made  by  the  Comptroller  of  the 
Currency  and  approved  by  the  Secretary  of  the  Treasury,  to  be  organized  with  a 
capital  stock  of  not  less  than  $25,000,  and  with  a  corresponding  reduction  in  the 
amount  of  bonds  rec^uired  to  be  deposited  with  the  Treasurer  of  the  United  States. 

Seventh.  That  national  banks  be  permitted,  under  such  regulations  and  restrictions 
as  shall  be  marie  by  the  Comptroller  of  the  Currency,  and  approved  by  the  Secretary  of 
the  Treasury,  to  establish  branch  banks  in  towns  and  villages  where  no  national 
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bank  is  establisbed  and  wbere  tbe  population  does  not  exceed  1,000  inhabitants; 
snch  branch  banks  to  bare  tbe  right  to  receive  depositH,  make  loans  and  discounts, 
and  buy  and  sell  exchange,  but  in  no  case  to  be  permitted  to  issn^  circulating  notes 
other  than  that  of  tbe  parent  bank.  It  shall  in  all  rcHpects  be  considered  as  a  part 
of  the  parent  bank,  and  in  each  case  where  such  branches  are  maintained  the 
Comptroller  shall  receive  in  the  reports  of  the  central  bank  a  statement  properly 
sworn  to  and  attested  of  the  condition  of  its  branches,  lie  shall  also  have  the 
right  of  separate  and  independent  examinations,  and  he  may,  whenever  he  deems  it 
necessary^  require,  before  granting  the  right  to  any  bank  to  maintain  branches,  that 
the  paid-up  capital  stock  of  such  bank  be  increased  to  au  amount  to  be  fixed  by  him 
with  the  approval  of  the  Secretary  of  the  Treasury. 

Eighth.  That  the  semiannual  tax  levied  on  account  of  the  circulating  notes  of 
national  banks  be  reduced  so  as  to  equal  but  one-fourth  of  1  per  cent. 

Ninth.  That  the  Comptroller  of  the  Currency  be  authorized  to  issue  to  national- 
banking  associations  circulating  notes  to  the  par  value  of  the  bonds,  when  the  mar- 
ket value  thereof  is  equal  to  the  par  value,  deposited  by  them  with  the  Treasurer  of 
the  United  States  to  secure  such  notes. 

The  Chairman.  I  wish  to  ask  the  Comptroller  whether  if  every 
recommendation  he  therein  makes  was  heeded  by  Congress  and  the 
recommendations  enacted  into  a  law,  if  that  would  relieve  the  condi- 
tion of  the  embarrassment  of  the  Treasury  at  allf 

PURPOSE  OF  THE  COMPTROLLER'S  RECOMMENDATIONS. 

Mr.  Eckels.  I  think  I  have  repeatedly  stated,  Mr.  T\'alker,  that  a 
banking  bill  that  did  not  get  rid  of  the  demand  obligations  of  the  Gov- 
ernment would  not  relieve  the  immediate  necessities  of  the  Treasury 
Department,  but  these  recommendations,  some  of  which  are  designed  to 
improve  the  administrative  method  of  banking,  and  others  to  increase 
banking  facilities,  would  improve  the  general  conditions  of  the 

The  Chairman.  Existing  conditions! 

Mr.  Eckels  (continuing).  The  general  conditions  of  the  business 
interests  of  the  people.  But  even  with  these  there  would  always  be 
the  danger  of  recurring  periods  of  embarrassment  by  the  unrelieved 
condition  of  the  Treasury  in  not  having  its  demand  obligations  can- 
celed. 

The  Chairman.  Then  the  point  of  the  recommendations  is  to  improve 
and  benefit  the  existing  system  without  specially  relieving  the  Treasury 
situation. 

Mr.  Eckels.  As  already  stated  by  me,  they  would  improve  existing 
conditions  of  banking,  and  thus  they  might  to  a  small  extent  relieve 
the  Treasury.  They  would  not,  however,  give  it  the  relief  that  it  ought 
to  have.  I  believe  they  would  add  immensely  to  the  general  benefit  of 
the  people.  If  they  did  not  appear  to  me  of  such  benefit  I  would  not 
have  suggested  them. 

The  Chairman.  That  is  the  point  I  wanted  to  bring  out.  Well,  that 
would  be  d>  benefit  to  the  people.  Now,  if  you  will  turn  to  page  17  of 
my  argument  made  on  February  17, 1896,  in  support  of  bill  H.  R.  171 

Mr.  Eckels.  Before  you  do  that,  Mr.  Walker,  I  wish  to  say  that  in 
this  same  report  I  discussed,  in  connection  with  these  matters,  the 
absolute  necessityof  the  Government  getting  rid  of  its  demand  obliga- 
tions in  order  to  grant  the  total  relief  to  which  I  think  the  people  are 
entitled.  I  do  not  wish  to  be  put  in  the  attitude  of  making  recom- 
mendations which  I  think  could  be  of  no  benefit.  They  are  recom- 
mendations which  are  designed  to  accomplish  the  best  thing  possible 
to  relieve  the  banking  situation.  Whether  or  not  the  legal  tenders  are 
retired,  these  recommendations  w^ould  be  of  benefit 
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The  Chairman.  That  is  what  I  wanted  to  bring  out.  That  is  to  say, 
it  would  not  relieve  the  Treasury  situation,  but  would  improve  the 
banking  situation.  Now,  if  yon  will  turn  to  page  17  of  the  argument 
you  will  please  take  up  item  1.  You  have  examined  the  five  bills 
referred  to  this  committee  and  drawn  by  Mr.  Walker,  Mr.  Brosius,  Mr. 
Hill,  Mr.  Cox,  and  Mr.  Fowler,  respectively! 

Mr.  Eckels.  Yes;  I  have  given  tbem  such  examination  as  I  could. 

The  Chairman.  My  first  statement  is  as  follows : 

The  Walker  bill  makes  not  the  slightest  change  in  the  existing  conditions  as  to 
gold  coinage  or  silver  coinage  or  the  nse  of  gohl  or  silver,  legal-tender  notes,  Treas- 
nry  notes,  or  any  other  form  of  paper  money,  any  farther  than  is  necessary  to  relieye 
the  Treasury  of  the  United  States  from  being  in  any  way  responsible  for  the  current 
redemption  of  any  form  of  paper  money.  It  provides  a  snrer  and  safer  method  for 
the  current  redemption  and  also  the  final  redemption  of  such  notes  than  under  exist- 
ing laws. 

Is  not  that  true  f 

Mr.  Eckels.  In  answer  to  that  ±  would  state  that  the  redemption  by 
the  banks,  with  the  responsibility  placed  upon  the  banks,  would  be  a 
i^reat  deal  better,  everything  considered.  It  would  relieve  the  Treas- 
ury Department  to  a  greater  extent  of  the  present  burden  which  these 
redemptions  place  upon  it. 

Mr.  SPALDiNa.  Would  it  be  a  surer  and  safer  method?  That  is  the 
question. 

Mr.  Eckels.  Yes,  I  believe  that  at  a  critical  time  it  would  be  a  surer 
method  because  of  the  fact  that  the  banks  have  the  machinery  which 
the  Government  has  not. 

The  Chairman.  That  is  the  true  test;  is  it  not?  The  actual  doing 
and  proved  result  is  the  test  of  anything. 

Mr.  Eckels.  Yes;  and  for  the  reason  that  you  would  not  have  every- 
one continually  measuring  his  operations  by  the  fact  that  the  General 
Treasury  had  lost  a  million  dollars  of  gold  or  had  gained  a  million  dol- 
lars of  gold. 

The  Chairman.  Is  it  not  a  fact  that  if  the  banks  lost  a  million  dol- 
lars of  gold  it  would  be  simply  the  gold  going  out  from  an  individual 
bank  into  another  bank  where,  if  the  Treasury  loses,  it  is  a  final  loss  to 
the  Treasury  system  of  redemption! 

Mr.  Eckels.  Everyone  would  not  know  when  the  banks  had  lost 
a  million  dollars,  whereas  as  it  is  now,  whenever  the  Treasury  loses  a 
million  dollars  in  gold  everybody  knows  it. 

SUSPENSION  IN  THE  PANIC  OP   1893. 

Mr.  SPALDiNa.  I  would  like  to  ask  the  Comptroller,  if  it  is  not  a 
fact  that  the  banks  all  suspended  during  1893,  and  refused  to  pay  cur- 
rency over  their  counters ! 

Mr.  Eckels.  Xo. 

Mr.  SPALDiNa.  A  large  m^ority  of  them  did. 

Mr.  Eckels.  They  gave  the  equivalent,  which  was  rapidly  redeemed 
when  needed,  something  the  Government  could  not  have  done  without 
issuing  bonds. 

Mr,  Spalding.  And  supposed  to  be  in  violation  of  law  by  so  doing. 
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NOT  A  VIOLATION  OF  LAW. 

Mr.  EOEELS.  I  do  not  think  it  is  a  violation  of  law.  But  that  was 
an  illustration  of  the  very  thing  I  am  trying  to  bring  out.  The  banks 
have  the  machinery  which,  without  enactment  of  law,  enables  them, 
even  at  as  critical  time  as  in  1893,  to  protect  themselves  and  to  prevent 
not  only  bankruptcy  to  themselves  but  general  bankruptcy.  The  Gov- 
ernment could  not  protect  itself  except  by  issuing  bonds,  which  is  not 
a  very  popular  thing,  and  can  not  be  done  rapidly,  except  by  a  syndi- 
cate contract. 

Mr.  Spalding.  When  the  bank  refuses  to  pay  currency  on  a  check 
of  its  current  depositor,  and  the  money  is  there  to  the  credit  of  the 
depositor,  is  not  that  an  act  of  insolvency  under  the  national  banking 
lawt 

Mr.  Eckels.  I  suppose  it  might  be  construed  as  an  act  of  insolvency. 

Mr.  Spalding.  Isn't  it  a  fact  that  the  national  banks  in  1893  and 
1894  did  so  refuse? 

OLEABING-HOnSE  PAYMENTS  OF   1893. 

Mr.  Eckels,  l^o;  a  majority  of  them  did  not.  So  far  as  New  York 
City  was  concerned  they  made  everything  payable  through  the  clearing 
house. 

Mr.  Spalding.  Through  the  clearing  house  only,  and  there  was  no 
currency  paid  by  the  banks! 

Mr.  Eckels  (continuing).  And  it  was  a  very  wise  measure. 

Mr.  Spalding.  I  am  not  discussing  the  wisdom  of  the  measure.  I 
am  discussing  the  actual  fact  that  did  occur. 

Isn't  it  a  fact  that  the  Government,  in  its  redemption,  was  more  sure 
ancl  more  certain,  and  that  the  only  redemption  we  had,  and  the  only 
money  we  could  get  was  largely  from  the  Government;  iu  payment  of 
anything  we  could  get  currency  from  the  Government,  and  that  is  the 
only  way  you  could  get  currency.  I  was  running  a  bank  at  that  time 
and  know  something  about  it. 

Mr.  Eckels.  But  the  popular  suspicion  that  the  Grovernment  was  not 
going  to  be  able  to  do  that 

Mr.  Spalding.  I  am  not  talking  about  the  popular  suspicion. 

Mr.  Eckels  (continuing).  Created  the  condition  of  affairs  witnessed. 
If  the  Government  had  been  out  of  the  banking  business  there  would 
not  have  been  seen  the  financial  difficulty  of  1893. 

Mr.  Spalding.  Isn't  it  true  that  in  1895  and  1896  the  banks  of  Phila- 
delphia suspended  payments  largely,  and  refused  to  pay  currency  and 
did  not  have  the  currency! 

Mr.  Eckels.  Some  banks  may  have  suspended  such  payments,  but 
not  largely  so.  Certainly  no  complaint  ever  reached  me  to  such  effect. 
Again,  there  was  a  condition  where  bonds  had  to  be  issued  and  the 
Treasury  was  in  danger  of  default  in  its  redemptions  in  gold  of  its 
demand  obligations. 

Mr.  Spalding.  I  was  actively  in  the  banking  business  at  that  time 
and  I  do  not  know  of  but  one  or  two  banks  in  the  United  States  at 
that  time  that  did  not  refuse  positively  to  pay  currency  over  their 
counters. 

Mr.  Eckels.  There  was  not  a  bank  in  Chicago  that  did  not  pay  cur- 
rency when  demanded.    You  are  mistaken  about  that  Mr.  Spalding. 
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COMPTSOLLEB'S  OPINION  OF  H.  R.  171. 

The  Chairman.  Kow,  Mr.  Eckels,  will  you  please  take  up  the  20 
statemeuts  made  commending  my  bill.  I  want  yoar  opinion  as  an 
expert.  You  baying  examined  all  the  bills,  I  wish  you  to  go  through 
those  statements  as  to  the  efi'ect  of  tbe  bill  when  enacted  into  law  and 
say  whether,  in  your  judgment,  they  are^fair  statements  or  not.  If  you 
will  read  them  in  order  it  will  save  interruptions,  and  we  will  ask  ques- 
tions after  you  get  through. 

Mr.  Eckels.  That  is  placing  a  pretty  difficult  task  upon  me.  I  think 
you  should  take  the  statements  and  ask  me  to  give  my  views  on  such 
points  as  you  desire. 

The  (Jhairman.  I  would  prefer  to  do  that.  On  motion  passed  by 
the  committee  it  was  decided  tbat  the  chairman  should  ask  the  Comp- 
troller's views  on  such  sections  of  the  bill  H.  R.  171  as  he  (the  chair- 
man) desired,  without  interruptions  from  the  other  members  of  the 
committee,  and  that  after  the  different  sections  of  this  bill  had  been 
gone  through  with  and  the  chairman  had  finished  his  questions,  that 
the  other  members  of  the  committee  would  be  given  an  opportunity  to 
interrogate  the  Comptroller  or  speak  upon  the  bill  in  question. 

Please  give  your  opinion  of  the  20  propositions  I  lay  down,  beginning 
on  page  17  of  my  argument,  commencing  at  the  first  one. 

Mr.  Eckels.  We  have  taken  up  the  first  of  your  statements. 

ORIGINAL   PURPOSE  OF   THE  NATIONAL-BANK   ACT. 

The  second  statement  is  as  follows: 

It  makes  uo  change  in  the  existing  banking  system  other  than  to  enlarge  and  per- 
fect it  in  accordance  with  its  original  purpose. 

That  is  a  pretty  broad  assertion,  but  it  is  evidently  the  design  of  the 
bill  to  enlarge  the  circulation  feature  of  the  bank  act.  The  original 
purpose  of  the  bank  act  was  to  provide  circulating  notes,  which  feature 
of  banking,  instead  of  being  the  principal  thing  with  the  national  banks, 
is  now  only  the  incident.  It  has  been  given  up  because  of  a  want  of 
profit  on  circulating  notes.  The  profit  of  banking  to-day  is  found  with 
the  national  banks  to  be  almost  entirely  in  its  deposit  feature.  The 
basis  ef  this  bill  seems  to  be  to  develop  that  original  feature  in  the  act, 
and  if  your  estimates  of  profits  through  the  provision  of  your  bill  are 
correct,  that  feature  of  national  banking  would  again  be  developed,  pro- 
vided that  the  bill  as  a  whole  is  acceptable  to  the  banking  interests. 

As  I  stated  yesterday,  and  I  think  you  agree  with  me,  Mr.  Walker, 
the  banking  interests  of  the  country  must  have  it  shown  to  them  that 
this  bill  will  accomplish  these  things  before  they  will  accept  it. 

RIDDINO  THE  TREASURY  OF  CURRENT  REHEHPTION. 

The  third  statement  you  make  is  as  follows: 

While  dispensing  with  the  formal  bonds  for  taking  oat  cnrrency,  it  supplies  their 
place  with  a  currency  that  is  the  equivalent  of  small  noniuterest-bearing  bonds 
instantly  payable  upon  presentation. 

That,  I  take  it,  is  the  substituting  for  bond  securities  legal  tenders  in 
currency.  You  provide  in  your  bill  for  getting  the  Government  rid  of 
the  current  redemption  of  legal  tenders,  and  in  that  way  for  funding, 
practically,  of  the  present  Treasury  issues.  I  believe  that  is  a  feature 
of  Mr.  Oox's  bill,  and  also,  to  some  extent,  of  Mr.  Fowler's  bill.  Am  I 
not  right  about  itf 
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Mr.  FowLEB.  So  far  as  the  surplus  amount  of  money  in  the  Treasury 
is  concerned. 

Mr.  Oox.  I  do  not  understand  from  your  statement,  and  I  do  not 
think  the  committee  understands,  how  it  is  that  Mr.  Walker's  bill  pro- 
vides for  getting  rid  of  the  greenbacks.  On  page  9  of  the  bill,  section 
8 provides  "that  the  Secretary  of  the  Treasury  is  hereby  authorized  to 
f  issue  United  States  legal-tender  notes  described  in  section  3  of  the  a<5t 
of  March  3, 1863,  in  the  manner  described  in  section  6,  to  the  amount 
necessary  to  carry  into  effect  the  provisions  of  this  act."  Now,  I  don't 
understand  that,  and  I  don't  think  your  attention,  Mr.  Comptroller, 
was  called  particularly  to  this. 

Mr.  Eckels.  My  understanding  is  that  Mr.  Walker's  bill  provides 
that  when  a  bank  is  chartered,  it  shall  to  a  percentage  specified,  for 
taking  out  lawful  money  of  the  Government,  deposit  gold,  silver,  green- 
backs, and  other  things.  The  bill  you  have  introduced  provides  that 
the  bank  shall  deposit  legal  tenders  also.  The  section  to  which  you 
refer  would  be  resorted  to  only  when  the  present  issue  of  demand  obli- 
gations had  been  exhausted  by  the  banks  in  their  deposit  as  required. 
In  case  other  banks  were  organized  and  there  were  no  legal  tenders  not 
absorbed  the  Secretary  would  recur  to  the  issues  of  other  legal  tenders. 

Mr.  Cox.  Under  the  bill  I  introduced  they  take  charge  of  certain  of 
those  demand  notes.  I  understood  this  bill  tended  in  the  same  direc- 
tion.   I  was  trying  to  get  at  what  was  the  difference  between  them. 

Mr.  Eckels.  That  is  the  point  I  tried  to  make  when  I  said  the  pro- 
visions of  this  bill,  H.  E.  171,  were  not  different  from  yours  to  a  cer- 
tain extent,  that  exteut  being  the  deposit  of  present  outstanding  legal 
tenders  by  the  banks  to  secure  circulation. 

ISSUING  NOTES  AGAINST   ASSETS. 

The  fourth  statement  Mr.  Walker  makes  is  as  follows:      * 

It  makes  sure  to  banks  the  lej^itimate  profit  on  the  carrency  they  take  oat  in  10 
per  cent  localities  and  in  4  per  cent  localitieR;  and  in  all  other  localities  proportion- 
ately profitable  to  the  banks  in  each  locality. 

That,  I  suppose,  is  caused  by  the  fact  that  you  would  permit  them  to 
issue  notes  against  their  assets  to  the  amount  of  the  reserves  held  by 
them. 

The  Chairman.  Against  their  assets? 

Mr.  lEcKELS.  Their  assets,  as  measured  by  the  reserve. 

The  Chairman.  Yes;  ultimately  limited  by  the  reserve  held.  That 
is  to  say,  10  per  cent  localities  would  be  entitled  to  make  10  per  cent 
on  the  currency  they  had  out,  and  now  they  can  not  make  anything 
under  the  bond  system. 

CURRENT  REDEMPTION  PUT  UPON  THE  BANKS. 

Mr.  Eckels.  Your  fifth  statement  is  as  follows : 

Under  the  present  law  there  is  no  conceivable  way  of  preventing  any  individnal, 
/  Hebrew  or  Christian,  from  taking  ont  of  the  Treasury,   without  the  slightest 

hindrance,  jnst  as  much  of  gold  as  he  can  secure  of  gpreenbacks,  to  hoard  or  ship  oat 
of  the  country,  and  in  disobedience  of  economic  law.  Under  the  proposed  bill  there 
is  no  conceivable  way  gold  can  be  sliipped  out  of  the  country  in  disobedience  of 
economic  law. 

I  do  not  think  there  is  any  doubt  about  that  statement.  Under  the 
provision  of  the  bill,  which  takes  the  demand  obligations  of  the  Gov- 
ernment out  of  the  way  of  current  redemption  by  the  Government  and 
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places  the  responsibility  therefor  upon  the  banks,  if  saccessfuUy  car- 
ried out,  there  would  be  a  complete  guarantee  against  the  Treasury 
being  subjected  to  the  continual  maintenance  of  a  gold  reserve  against 
these  notes.  It  would  not  be  constantly  in  danger  of  a  run,  because, 
under  the  provision  of  the  bill,  you  design  to  have  the  banks  assume 
these  obligations,  and  in  this  manner  place  them  beyond  the  reach  of 
being  presented  to  the  Treasury  for  redemption. 

COST  OF  CURRENCY  AND  RATES  OF  INTEREST. 

Your  sixth  statement  is  as  follows : 

Under  the  preseDt  law  the  cost  of  currency  to  banks,  and  consequent  rates  of 
interest  to  the  people,  is  less  and  less  in  proportion  as  interest  is  low  and  growing 
lower. 

Under  the  proposed  biU  the  profit  on  currency  is  more  and  more  as  interest  rates 
increase,  and  the  pro&ts  ^ow  less  to  banks  on  the  currency  as  interest  decreases. 
This  tends  to  depreciate  interest  rates. 

1  would  like  to  have  you  restate  that  provision,  so  that  I  can  exactly 
understand  the  way  in  which  the  object  you  seek  to  reach  can  be 
obtained. 

The  Chairman.  Under  the  present  law  the  cost  of  currency  to  banks, 
and  the  consequent  rate  of  interest  to  the  people,  is  less  and  less  in 
proportion  as  interest  is  low  and  growing  lower.  That  is  proved  by 
the  fact  that  on  the  bonds  sold  February  1,  1895,  at  only  104.5  and 
issuing  currency  in  a  4  per  cent  locality,  they  could  only  make  2  per 
cent,  or  make  1.71  per  cent  in  a  (>  per  cent  locality,  or  1.35  per  cent  in 
an  8  per  cent  locality,  and  .98  per  cent  in  a  10  per  cent  locality  on  the 
currency  issued. 

When  the  credit  of  the  Government  is  normally  good,  and  the  bonds 
sell  at  prices  paying  the  purchaser  2^  per  cent,  or  at  130.8749,  the  profit 
to  banks  on  this  currency  would  be  as  follows: 

In  4  per  cent  localities  the  profit  would  be  43.99  per  cent  more  than 
in  6  per  cent  localities. 

Under  the  Walker  bill  it  would  be  50.47  per  cent  less  in  4  i>er  cent 
localities  than  in  6  x)er  cent  localities. 

In  4  per  cent  localities  the  profit  would  be  174.35  per  cent  more  than 
in  8  per  cent  localities. 

Under  the  Walker  bill  it  would  be  106.95  per  cent  less  in  4  per  cent 
localities  than  in  8  per  cent  localities. 

In  4  per  cent  localities  the  profit  would  be  6555.55  per  cent  more  than 
in  10  per  cent  localities. 

Under  the  Walker  bill  it  would  be  160.42  per  cent  less  in  4  i)er  cent 
localities  than  in  10  per  cent  localities. 

That  is,  under  the  present  system  currency  costs  more  and  more  to 
the  banks  as  they  take  it  out  where  interest  is  higher  and  less  and  less 
to  the  bank  where  interest  is  low,  and  that  is  proved  by  the  actuary's 
figures  1  have  given  you.  Under  the  proposed  bill  the  profit  on  the 
currency  is  more  and  more  as  interest  rates  increase,  and  the  profits  to 
banks  grow  less  as  interest  decreases. 

PROFITS  ON  CURRENCY  VARY  DAY  BY  DAY. 

Mr.  Eckels.  Your  seventh  statement  is  as  follows : 

Under  the  present  law  protits  on  currency  vary  every  day  in  the  year  at  the  same 
rates  on  loans  and  disconnts. 
Under  the  proposed  bill  the  profits  on  currency  are  the  same  every  day  in  the  year. 
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Your  statement  is  correct — that  the  profits  on  currency  vary  from 
day  to  day  with  the  variations  in  the  prices  of  bonds. 
Your  eighth  statement  is  as  follows: 

PLACE  OF  REDEMPTION. 

L  Under  the  present  law  practically  every  dollar  of  the  $1,000,000,000  of  onr  car- 

^         rency  notes  is  redeemable  in  gold  at  the  United  States  Treasury. 

Under  the  proposed  bill  not  a  dollar  of  currency  notes  uf  any  kind  will  be  redeem- 
able at  the  United  States  Treasury.  It  will  give,  practically,  iinal  gold  redemption 
at  the  national  clearing-house  in  New  York  and  redemption  iu  legal-tender  notes 
and  silver  at  country  banks. 

I  think  we  agree  that,  as  a  matter  of  fact,  under  the  provisions  of  the 
United  States  statute  which  says  that  the  Government  shall  maintain 
the  parity  between  the  moneys,  every  dollar  of  the  $1,000,000,000  or 
more  of  credit  currency  which  is  outstanding  is  based  upon  gold  and 
redeemable  in  gold  if  so  desired  by  the  holders  of  it.  Under  your  bill 
you  propose  the  banks  shall  assume  it. 

Mr.  Hill.  No. 

Mr.  Eckels.  Except  in  the  last  analysis? 

Mr.  Hill.  It  provides  for  current  redemption  at  the  United  States 
Treasury. 

The  Chairman.  I  beg  your  pardon.  Not  unless  the  Comptroller 
prefers  it  to  be  done  there. 

Mr.  Eckels.  I  may  be  mistaken,  but,  as  I  understand  it,  Mr.  Walker's 
design  is  to  place  the  current  redemption  upon  the  banks.  But  the 
ultimate  redemption,  if  that  point  should  be  reached,  is  upon  the  Gov- 
ernment through  its  guaranty,  which  amounts  to  a  bond. 

SAFETY  PBOVISIONS. 

Your  ninth  statement  is  as  follows : 

Under  the  present  law  the  money  of  the  people  is  made  safe  by  banks  being  obliged 
to  deliver  to  the  Treasurer  of  the  United  States  an  amount  oi  capital  equal  to  the 
amount  of  their  currency  notes  when  they  commence  business. 

Under  the  proposed  bill  they  will  deliver  the  same  amount  of  capital  when  they 
close  business.  Under  both  systems  the  Governmeut  guarantees  every  dollar  of  the 
paper  money  in  circulation  and  at  no  cost  to  the  GoYernment.  (See  p.  603,  Report 
of  Comptroller  of  Currency,  1895;  also  see  App.  L.,  p.  56  [of  this  volume].) 

That  is  simply  a  provision  of  your  bill  as  against  a  provision  of  the 
national-bank  act. 

The  Chairman.  The  statement  is  correct. 

Mr.  EcKLES.  It  is  correct  as  to  what  you  propose  to  do. 

The  Chairman.  Is  it  not  correct  that  the  bill,  if  it  were  enacted  into 
law,  would  do  that! 

Mr.  Eckels.  Yes;  because  the  bill  provides  that  there  shall  be 
security.  You  propose  under  your  bill  that  there  shall  be  a  certain 
percentage  of  security  in  the  way  of  the  demand  obligations,  and  that 
there  shall  be  in  addition  lieas,  etc.,  upon  the  assets,  backed  by  the 
guaranty  of  the  Government  for  unlimited  redemption.  This  certainly 
would  make  the  note  holder  safe.  As  to  the  provision  for  the  banks 
depositing  the  security  on  the  amounts  issued  against  the  assets  of  the 
bank,  the  only  difference  in  effect  between  your  proposition  and  the 
present  law  would  be  that  possibly  the  note  holder  and  the  depositor — 
unless  you  have  a  great  many  safeguards — may  think  it  is  better  to 
have  the  deposit  made  before  the  bank  commences  business  than  to 
have  it  made  when  it  winds  up.  But  in  regard  to  this  feature  of  this 
bill,  I  suppose  it  ought  to  be  remembered  that  while  you  are  against 
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bond  securities,  yon  nndertake  to  have  virtuaUy  the  same  security  by 
making  the  Government  gaarantor.  The  only  difference  is  that  it 
relieves  the  Government  of  this  current  redemption,  which  is  the  great 
source  of  its  difficulty,  and  at  the  same  time  it  does  not  compel  the 
banks  to  tie  up  in  securities  a  certain  amount  of  loanable  capital,  which 
otherwise  it  might  distribute  among  those  who  wish  to  borrow. 

The  Chaibman.  That  would  be  a  great  source  of  loss  in  low-interest 
localities  and  a  great  gain  in  high-interest  localities. 

daily  reports  of  condition  of  banks. 
Mr.  Eckels.  Your  t^nth  statement  is  as  follows: 

Under  tlie  present  law  the  Comptroller  of  the  Currency  does  not  know  the  exact 
condition  of  the  banks  except  by  occasional  reports  and  occasional  examinations 
by  official  bank  examiners. 

Under  the  proposed  bill  the  Government  will  know  of  each  day's  condition  of  the 
banks  and  also  by  the  same  examinations  as  under  present  law. 

(Jnder  the  present  law  the  Comptroller  tries  to  know  the  condition 
of  the  banks  by  examination.  Of  course,  any  provision  which  would 
give  him  from  day  to  day  or  from  month  to  month  a  more  complete 
knowledge  would  better  enable  him  to  discharge  his  duties. 

The  Chairman.  Under  tbe  proposed  bill  he  would  have  a  daily 
report! 

Mr.  Eckels.  They  are  to  keep,  as  I  understand  it,  a  daily  report, 
but  those  reports  would  only  be  sent  to  the  Comptroller  once  a  month. 

The  Chairman.  You  would  not  know  on  each  day,  but  subsequently 
you  would  know  the  condition  of  the  banks  every  day  in  the  month  at 
the  end  of  it,  and  each  year. 

redemption  fund. 

Mr.  Eckels.  Your  eleventh  statement  is  as  follows: 

The  present  law  takes  out  of  the  currency  the  banks  are  allowed  tbe  5  per  cent 
redemption  fund  the  bank  is  required  to  keep. 

The  Walker  bill  provides  that  the  Goveniment  shall  furnish  it  by  setting  aside 
10  per  cent  of  the  money  the  banks  pay  for  the  half  of  the  currency  they  buy  in  the 
form  of  United  States  legal-tender  notes. 

That  is  simply  a  statement  of  a  fact  under  the  provision  of  your  bill. 

Mr.  Hill.  Is  it  a  fact! 

Mr.  Eckels.  It  is  a  fact  relative  to  the  present  law.  It  takes  out  of 
the  currency  circulation  tbe  6  per  cent. 

The  Chairman.  My  bill  provides  the  Government  shall  furnish  it. 

Mr.  Eckels.  I  think  any  provision  of  the  law,  any  amendment  to  the 
law,  or  any  provision  in  a  new  hiw — referring  again  to  section  ten — 
which  would  give  the  Comptroller  better  information  for  the  benefit  of 
the  people  would  be  a  good  thing. 

USE  OF  reserves. 

Your  twelfth  statement  is  as  follows : 

The  present  law  forbids,  under  severe  penalties,  the  banks  under  any  circumstances 
to  use  their  reserves  for  the  very  purpose  for  which  the  banks  are  required  to  keep 
such  reserves. 

The  Walker  bill  allows  the  banks  to  use  their  reserves  in  any  legitimate  way  for 
the  purposes  for  which  they  are  required  to  keep  a  reserve. 

I  am  under  the  impression,  Mr.  Walker,  that  either  I  have  a  misap- 
prehension of  the  use  of  a  reserve  or  you  have  a  misapprehension.    My 
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nnderstanding  of  a  reserve  is  that  it  is  kept  for  the  purpose  of  meeting 
the  demands  of  depositors.  That  fact  is  emphasized  by  the  change 
which  was  made  in  the  law  that  discontinued  or  did  away  with  the 
necessity  of  a  bank  keeping  a  reserve  against  notes  and  only  compelled 
it  to  keep  a  reserve  against  deposits.  For  the  purpose  of  accomplish- 
ing the  thing  which  the  reserve  is  kept  for,  a  bank  is  justified,  and,  in 
fact,  compelled  to  pay  out  the  last  cent  of  its  reserve  to  meet  the 
demands  of  depositors.  It  is  only  prohibited  by  the  law  from  using 
that  reserve  to  make  new  loans,  except  the  meeting  of  bills  of  exchange 
or  some  such  matter  as  that.  But  it  can  use  it  for  the  purpose  for  which 
it  is  created,  and  when  it  has  used  it  for  that  purpose  it  is  provided  by 
the  law  that  it  shaU  have  the  succeeding  thirty  days  in  which  to  make 

its  reserve  good. 

* 

TBBASUBY  DIVORCED  FROM  BANKING. 

Tour  thirteenth  statement  is  as  follows : 

Under  the  present  law  every  operation  of  the  Treasnry  expands  or  contracts  the 
currency  to  the  serioas  injury  of  the  business  of  the  country.  Witness  the  outcry 
all  over  the  country  that  the  Treasury  is  contracting  the  currency  and  ii^jnring  busi- 
ness in  collecting  the  pay  for  the  bonds  recently  sold. 

Under  the  Walker  bill  whatever  sum  the  Treasnry  had  or  failed  to  have  available 
would  not  affect  the  volume  of  the  currency  of  the  country  by  the  smallest  fraction. 

I  think  the  statement  is  correct,  that  under  the  present  law  every 
operation  of  the  Treasury  Department,  so  far  as  its  handling  demand 
obligations  is  concerned,  does  affect  the  volume  of  the  currency. 
The  Chairman.  The  statement  of  paragraph  13  is  correct  then  f 
Mr.  Eckels.  Yes;  because  under  your  bill  you  design  to  completely 
divorce  the  Treasury  from  banking  and  therefore  it  would  be  a  matter 
of  perfect  indifference  to  business  people  whether  the  Treasury  was  all 
right  or  the  Treasury  was  all  wrong,  so  far  as  they  were  concerned. 
The  Chairman.  So  far  as  the  currency  is  concerned  t 
Mr.  Eckels.  Yes;  if  it  didn't  have  any  of  these  obligations  to  meet. 
Of  course  if  it  didn't  have  enough  revenue  to  meet  its  current  expenses 
it  might  cause  an  inconvenience  to  the  people  to  whom  the  Government 
was  indebted,  but  that  would  not  in  any  wise  affect  the  business  of  the 
people. 

PROFIT   ON   circulation   TO   THE  BANKS. 

Your  fourteenth  statement  is  as  follows: 

Under  the  present  law  practicaUy  every  dollar  of  the  $1,000,000,000  currency  in 
circulation  is  carried  hy  the  banks  at  not  a  cent  profit  to  them  or  anybody  else,  but, 
on  the  other  hand,  at  a  great  loss  to  them. 

Under  the  Walker  bill  they  would  be  relieved  of  $400,000,000  of  this  burden,  and 
competition  would  soon  reduce  interest  on  their  loans  and  discounts  to  the  people  by 
the  legitimate  profit  they  would  get  upon  their  currency. 

I  take  it  that  the  basis  of  your  statement  in  that  paragraph  is  that 
with  the  Government  relieved  of  the  current  redemption  of  the  demand 
obligations  and  the  banks  given  the  benefit  of  the  issuance  of  currency 
against  assets,  bank  currency  could  be  increased  $400,000,000  without 
any  additional  expense. 

The  Ohaibman.  If  the  banks  put  it  in  circulation  without  having  to 
buy  bonds  they  would  get  the  profit.    Now  they  do  not  get  the  profit. 

Mr.  Eckels.  Your  idea  is  that  except  in  times  of  storms  and  busi- 
ness depression  and  restriction  of  credit  the  banks  do  practically 
currently  redeem  all  this  credit  money. 

The  Chaibman.  T  he  point  is  that  in  other  countries  the  banks  are 
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issuing  all  the  currency  and  the  banks  get  the  profit  on  the  currency 
first,  and  the  people  get  it  finally  in  lower  interest,  while  in  this  country 
a  thousand  million  dollars  is  issued  by  the  Government  on  which  the 
banks  get  no  profit,  so  that  being  deprived  of  the  issuing  of  the  cur- 
rency it  amounts  to  carrying  this  for  nothing  and  higher  interest  accord- 
ingly.   They  have  to  carry  it. 

ELAfiTlCITT. 

Mr.  Eckels.  Your  fifteenth  statement  is  as  follows: 

Under  the  preeent  law  national  bank  currency  notee,  which  are  the  people's  money, 
are  a  freak  monev.  They  are  forced  out  of  circulation  when  the  credit  of  the  Gov- 
ernment is  best,  oasiness  most  active,  and  the  people  need  the  most  money;  thoyare 
forced  into  circulation  by  the  banks  when  the  people  do  not  need  them  and  can  not 
use  them. 

Under  the  proposed  bill  it  would  be  for  the  interest  of  the  banks  to  issue  most 
money  when  the  x)eople  needed  it,  and  to  lust  as  large  an  amount  as  the  people  can 
use.  The  competition  between  banks  in  forcing  it  out  will  make  it  just  as  cheap  as 
money  can  possibly  be  issued  under  any  system,  and  kept  "good ''  and  honestly  used 
by  the  people,  and  when  they  most  need  it.  That  part  and  only  that  part  of  the  cur- 
rency wiU  De  forced  back  to  the  banks  that  the  people  can  not  profitably  use.  , 

The  statement  is  correct  that  the  volume  of  the  national-bank  note 
currency  is  curtailed  when  the  price  of  bonds  is  the  highest  because  of 
the  lack  of  profit  in  taking  out  circulation  upon  high-priced  bonds. 

OHBAPNESS. 

Your  sixteenth  statement  is  as  follows : 

Under  the  present  law  the  United  States  has  the  most  expenq^ve  curTei|by  system 
of  any  first-class  nation. 

Under  the  proposed  law  the  currency  will  cost  them  as  little  as  it  can  possibly  be 
issued  for  and  maintain  the  circulation  of  the  legal-tender  notes,  etc. 

I  think  that  the  Government  of  the  United  States  has  the  worst 
financial  system  of  any  first-class  nation.  It  is  the  outgrowth  in  its 
different  parts  in  every  instance  of  an  immediate  necessity.  The 
national-banking  system  sprang  from  the  necessities  of  the  war  and 
since  1864,  except  in  slight  admii\[strative  matters,  has  remained  prac- 
tically unchanged.  The  redemption  act  was  the  best  considered  of 
any  piece  of  financial  legislation  since  the  war  and  after  it  went  into 
operation,  to  meet  an  apparent  necessity,  one  of  the  best  things  in  it 
was  taken  out  and  instead  of  the  legal  tenders  being  retired  and  can^ 
celed  beyond  $300,000,000,  the  additional  amount  thereof  was  reissued 
and  a  compulsory  law  compelling  the  Secretary  to  conDnue  to  reissue 
them  after  they  had  been  redeemed  was  passed. 

EFFECT   OF   THE  BLAND-ALLISON  ACfl?. 

The  first  piece  of  silver  legislation,  the  Bland- Allison  Act,  was  experi- 
mental to  the  extent  that  it  was  designed  to  meet  and  put  an  end  to 
the  demands  of  those  who  asked  for  an  increase  of  irredeemable  cur- 
rency issued  by  the  Government.  It  was  supposed  by  the  provision  of 
that  bill  the  volume  of  currency  would  be  enlarged  and  nothing  more 
would  be  heard  about  fiat  currency.  That  law  created  a  dollar  which 
differed  from  the  one  demanded  by  the  fiatists  of  that  time  in  degree 
only,  and  not  in  principle. 
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EFFEOT   OF   THE   SHEBMAN  ACT. 

Then  came  the  silver- purchasiug  act  of  1890,  which  was  experimental 
and  which  many  in  an(^  out  of  Congress  believed  at  the  time  of  its 
enactment  would  certainly  bring  the  people  into  trouble.  All  these 
things  could  not  but  give  the  country  a  thoroughly  poor  and  expensive 
system  of  finance. 

BOABB  OF  EXPERT  ADVISERS. 

Your  seventeenth  statement  is  as  follows : 

Under  the  present  law  there  is  no  way  for  the  ^cretary  of  the  Treasnry  to  avail 
himself  of  the  expert  assistance  that  is  absolutely  necessary  to  him  to  properly  dis- 
charge his  duties  and  that  every  banker  in  the  country  has  in  his  clearing-house  com- 
mittee and  banking  associates,  etc.  To-day,  if  the  Secretary  seeks  any  advice  he 
thereby  inaugurates  a  panic — the  very  panic  he  may  be  seeking  to  avert. 

Under  the  proposed  bill  the  reverse  is  true.  It  is  made  to  the  interest  of  the  banks 
to  furnish  to  the  Secretary  of  the  Treasury  as  advisers,  seven  of  the  most  experienced, 
public-spirited,  and  patriotic  bankers  in  the  country. 

Unquestionably  both  the  Secretary  of  the  Treasury  and  the  Comp- 
troller of  the  Currency  could  be  very  much  aided  by  the  advice  of  men 
from  different  parts  of  the  country  who  are  conversant  with  the  needs  of 
those  portions  of  the  country,  and  an  advisory  board  would  undoubtedly 
be  of  great  benefit. 

OLBARINO-HOUSE  PROVISIONS. 

Your  eighteenth  statement  is  as  follows : 

Under  the  present  law  the  enormous  expense  of  our  financial  and  banking  methods 
of  itself  alone,  if  there  was  no  other  disadvantage,  puts  us  out  of  competition  for 
the  world's  commerce.  They  are  so  expensive,  as  compared  with  the  currency  of 
Great  Britain,  that  were  we  on  precisely  the  same  economic  plane  of  Qreat  Britain 
AS  to  wages,  machinery,  skill,  enterprise,  ability,  steamships,  railroads,  navy,  diplo- 
matic and  consular  agents,  and  established  business  at  every  point,  duplicating  that 
of  Great  Britain,  the  difference  between  the  cost  of  money  in  this  country  as  com- 
pared with  that  of  Great  Britain,  Franco,  or  Germany  would  enable  Great  Britain 
to  beat  out  and  destroy  our  foreign  trade  in  favor  of  her  own,  and  wholly  on  account 
of  our  banking  and  Treasury  reaemption  system. 

During  the  whole  period  from  1879  to  1891  the  United  States  Treasury  took  all  the 
risk  and  was  at  all  the  expense  of  the  clearing-house  system  of  its  current  gold 
redemption  of  legal-tender  and  Treasury  notes.  Then,  and  it  will  be  the  same  again, 
confidence  could  not  be  maintained  in  such  empirical  practices  without  a  surplus  in 
the  Treasnry  as  large  as  was  then  held,  or  very  nearly  $300,000,000,  about  half  of  it 
in  gold,  equal  to  half  the  national  banking  capital  in  the  country.  Every  advantage 
accrued  to  the  banks  and  every  disadvantage,  expense,  risk,  and  loss  to  the  people 
through  the  United  States  Treasury. 

Under  the  Walker  bill  the  United  States  Treasury  would  only  touch  the  national 
clearing  house  as  a  fiscal  agent  and  depository  of  public  moneys,  having  as  a  guar- 
anty of  the  safety  of  such  deposits  the  whole  $1,000,000,000  of  banking  capital  of 
the  country  as  a  guaranty  fund  for  its  deposit  in  the  national  clearing  house.  The 
Treasury  could  in  no  event  incur  any  loss  or  be  put  to  any  expense,  as  it  would  be 
the  only  depositor  of  money  in  that  association.  Except  in  the  Walker  bill,  or  its 
equivalent,  there  is  no  possible  way  of  avoiding  the  continuance  of  this  enormous 
loss  to  the  people.  There  is  no  conceivable  way  of  resuming  a  safe  Treasury  coin 
redemption  of  paper  money  but  in  returning  to  the  practice  described  by  Mr.  W. 
Dodsworth  or  enacting  into  law  the  Walker  bill  or  its  equivalent. 

It  provides  a  more  effective  and  far  safer  connection  of  the  Treasury  of  the  United 
States  with  the  principal  banking  clearing  house  in  the  country,  and  relieves  the 
United  States  Treasury  from  taking  all  the  risks  and  of  being  subject  to  all  the 
losses  that  are  involved  in  the  clearing-house  business  of  the  country,  which  risk  is 
carried  from  the  resumption  of  specie  payments  in  1879  to  about  the  middle  of  1891, 
At  an  expense  to  the  people,  supplied  by  taxation,  of  over  $12,000,000  a  year. 
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I  do  not  know  that  I  would  state  it  as  broadly  as  you  do,  but  unques- 
tionably we  are  placed  at  a  disadvantage  by  an  expensive  financial  sys- 
tem, because  anything  which  adds  to  the  general  expense  of  the  people 
to  that  extent  affects  their  ability  to  compete  in  a  business  way  with 
people  who  are  not  under  that  disadvantage. 

TTSE   OF  RESERVf:S.  4 

The  Chairman.  I  have  only  one  question  to  ask.  Please  turn  back 
to  my  twelfth  statement,  which  you  have  read.  It  saj's  the  law  forbids 
under  severe  penalties  the  banks  under  any  circumstances  to  use  their 
reserves  for  the  very  purpose  for  which  they  are  required  to  keep  such 
reserves.  My  point  there  is  a  practical  one  and  it  is  this:  that  banks 
shutting  down  absolutely  and  immediately  upon  their  loans  to  their 
customers  and  refusing  discounts  will  cause  the  insolvency  of  the  cus- 
tomer and  tend  to  fail  the  bank  also,  when  if  they  could  loan  their 
funds  to  customers  to  recover  and  recoup  their  credit  gradually  the 
banks  would  be  just  as  safe  and  absolutely  safer,  and  that  therefore  the 
law  forbids  their  doing  what  every  banker  does  under  the  same  condi- 
tions where  that  restriction  is  not  upon  him,  and  therefore  it  amounts 
in  practice  to  the  forbidding  of  the  doing  of  the  thing  practically  nec- 
essary to  be  done. 

Mr.  Eckels.  Except  that  I  believe,  Mr.  Walker,  the  statement,  in 
view  of  the  provision  of  the  law,  is  not  worded  exactly  right. 

The  Chairman.  That  is  to  say,  it  is  worded  too  strongly. 

Mr.  EOKELS.  Well,  it  is  worded  too  strongly,  then.  I  think  that  in 
that  proposition  you  ought  to  have  embodied  just  what  you  have  stated, 
because  it  puts  that  which  you  do  not  wish  to  have  understood 

The  Chairman.  Then  I  ought  to  say  to  rightly  use.  That  would 
cover  it. 

Mr.  Eckels.  I  think  you  might  say  that  the  present  provision  of  the 
law  is  based  upon  an  incorrect  principle. 

In  a  general  way,  Mr.  Walker,  I  want  to  say  this,  that,  as  I  have 
stated  to  the  committee,  in  your  bill  are  embodied  a  good  many  correct 
banking  principles. 

The  Chairman.  What  are  the  principles  in  it  that  are  not  correct! 

Mr.  Eckels.  I  have  not  said  that  there  are  any  that  are  not,  but  that 
the  objection  that  it  will  meet  with,  as  will  the  other  bills  here,  is  the 
undertaking  to  engraft  an  entirely  new  note  system  in  this  country. 

The  Chairman.  Upon  the  present  system? 

Mr.  Eckels.  Upon  the  present  system;  and  that  when  a  new  act  is 
passed  which  will  supersede  the  present  banking  act  it  will  be  upon 
principles  which  incorporate  the  issuance  of  credit  currency  against 
assets,  something  provided  in  this  bill.  It  is  going  to  take  a  long  time, 
I  think,  to  get  the  banking  interests  to  accept  an  entirely  new  bill;  it 
is  going  to  take  a  longer  time,  I  think,  for  Congress  to  .accept  it,  and  it 
is  going  to  take  a  still  longer  time  for  the  public  to  accept  it. 

The  Chairman.  We  are  not  discussing  that.  I  think  the  people 
may  think  the  banks  can  take  care  of  themselves. 

UNANIMOUS   committee  REPORT   ESSENTIAL. 

Mr.  Eckels.  I  think  one  of  the  essential  things  is  that  when  a  bill 
comes  from  this  committee  it  should  be  practically  a  unanimous  bill. 

The  Chairman.  Have  any  gentlemen  of  the  committee  any  questions 
they  would  like  to  ask  the  Comptroller! 
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ISSUE  OF  LEGAL  TENDER. 

Mr.  Hill.  Will  you  kindly  take  House  bill  171  and  look  at  section  8, 
page  9t    I  find  there: 

The  Secretary  of  the  Treasury  is  hereby  authorized  to  issue  United  States  legal- 
tender  notes,  described  in  section  3  of  the  act  of  March  3,  1863,  to  the  amount  nec- 
essary to  carry  into  effect  the  provision  of  this  act. 

I  want  to  ask  yoa  whether  or  not  you  think  a  proposition  of  that  kind, 
whereby  the  Secretary  is  authorized  to  issue  to  an  unlimited  extent 
legal-tender  United  States  notes,  would  be  accepted  by  the  people  at  the 
present  time? 

The  Chairman.  It  is  not  an  unlimited  issue  of  United  States  notes. 

Mr.  Hill.  I  beg  your  pardon,  Mr.  Ohairman;  I  understand  I  have 
the  floor  now. 

Mr.  Eckels.  The  section  seems  to  limit  the  issue  of  notes  to  the 
amount  necessary  to  carry  into  effect  the  provisions  of  this  act,  which, 
I  take  it,  is  the  amount  the  banks  could  absorb. 

Mr.  Hill.  Dependent  solely  upon  the  amount  of  bank  capital? 

Mr.  Eckels.  Yes. 

Mr.  Hill.  Do  you  think  that  would  meet  the  views  of  the  people  of 
the  United  States  at  the  present  time? 

Mr.  Eckels.  I  do  not  think  the  pepple  of  the  United  States  want 
any  more  demand  obligations  issued,  but  just  here,  to  be  perfectly  fair 
to  myself  and  the  chairman,  as  I  understand  it,  it  is  not  the  purpose 
of  the  chairman  in  his  bill  to  have  a  single  dollar  of  demand  obliga- 
tions issued  by  the  Government  except  as  a  basis  for  circulation,  which 
he  looks  upon  as  a  noninterest-bearing  bond,  and  that  whenever  a  bank 
goes  out  of  circulation  that  note  is  redeemed  and  canceled. 

Mr.  Hill.  Certainly;  I  understand  so. 

Mr.  Eckels.  In  this  connection  I  wish  to  say  that  my  own  view, 
heretofore  expressed,  is  that  the  safest  and  surest  plan  is  to  pay  and 
cancel,  and  thus  get  all  the  demand  obligations  out  of  the  way.  It  is 
the  chairman's  idea  that  at  this  time  that  is  not  practical,  and  this  is 
the  next  best  thing. 

The  Chairman.  A  makeshift. 

Mr.  Eckels.  Yes,  the  imprisonment  feature. 

Mr.  Hill.  Do  you  believe  that  the  United  States  can  issue  a  legal- 
tender  currency  and  put  it  in  the  hands  of  the  banks  for  current  daily 
redemption  and  cease  the  responsibility  for  current  daily  redemption 
themselves? 

Mr.  Eckels.  I  think  the  banks  could  take  care  of  the  current 
redemption  of  the  notes  issued  by  the  banks. 

Mr.  Hill.  I  think,  undoubtedly,  as  a  physical  proposition  they  could ; 
but  I  am  talking  about  the  responsibility  of  that  daily  redemption  of 
the  legal  tender  United  States  notes.  Can  the  United  States  divest 
itself  of  its  responsibility  while  the  note  is  in  existence? 

Mr.  Eckels.  If  the  United  States  attaches  legal-tender  properties 
to  these  notes,  I  suppose  if  the  bank  failed  to  currently  redeem  them 
that  would  be  an  act  of  insolvency,  and  then  the  bank  would  go  into 
the  hands  of  a  receiver  and  the  United  States  would  assume  the  ulti- 
mate redemption. 

The  Chairman.  The  bill  provides  that. 

Mr.  Eckels.  I  want  it  distinctly  understood  that  I  do  not  believe 
myself  in  the  Government  issuing  any  demand  obligations;  but  here  is 
an  embarrassing  situation,  and  the  question  is,  What  is  the  best  way  to 
get  rid  of  it? 
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Mr.  Hill.  Understand,  I  am  not  asking  these  questions  for  the  sake 
of  finding  fault  with  the  bill,  but  I  want  to  have  a  clear  understanding 
of  it  myself.  There  are  many  things  in  the  bill  I  like.  Turn  to  section 
5  as  it  is  in  the  new  bill  you  now  have. 

Mr.  Eckels.  Of  course  all  these  bills  are  the  particular  bills  of  those 
introducing  them,  and  I  am  simply  here  to  reply  to  such  questions  as 
the  gentlemen  of  the  committee  desire  to  put  to  me. 

BESTBICTION  OF   CIRCULATION. 

Mr.  Hill.  On  the  bottom  of  page  9  you  find  section  10 : 

That  the  Comptroller  of  the  Cnrrency  shall  issue  in  blauk  to  any  association  and 
the  association  may  issue  currency  notes  of  different  denominations,  as  provided  in 
section  20,  in  addition  to  the  greenbacks  described  in  section  6,  etc. 

The  point  of  the  question  I  wish  to  ask  is  whether  it  is  a  safe  propo- 
sition that  the  Comptroller  of  the  Currency  should  have  the  right  that 
is  there  given  him  to  reduce  or  order  the  issue  of  currency  at  his  own 
option  or  guided  and  aided  by  a  committee  of  counsellors,  controlling 
the  entire  circulation  of  the  United  States  at  his  option.  Do  you  think 
that  is  a  safe  proposition  to  go  into  lawf 

Mr.  Eckels.  1  stated  yesterday,  Mr.  Hill,  that  so  far  as  my  own 
views  were  concerned  I  did  not  believe  in  restrictive  measures  relative 
to  circulation;  that  if  I  placed  the  responsibility  ui>on  the  banks  of 
redeeming  them,  I  should  give  the  banks  the  liberty  of  using  their  own 
judgment — leaving  it  to  the  managers  of  the  banks  as  to  whether  or 
not  there  should  be  an  increase  or  contraction — but  there  might  be  a 
set  of  circumstances  where  an  emergency  would  arise  when  it  might 
seem  necessary  to  issue  a  very  large  amount.  My  theory  of  bank-note 
currency  is  to  give  the  banks  the  right  and  to  place  upon  the  banks  the 
responsibility,  a'.id  having  done  that  let  them  exercise  their  best  judg- 
ment, believing  that  they  would  always  do  the  thing  which  would  con- 
tribute best  to  the  prosperity  of  the  people,  because  only  through  the 
prowsperity  of  the  people  could  they  themselves  prosper. 

The  CiiAiKMAN.  Turning  over  to  page  11  of  the  bill  (H.  E.  171)  of 
December  6,  1895, 1  refer  to  the  emergency  circulation. 

Mr.  Brosius.  Section  17  contains  the  emergency  issue,  page  13. 

EMEBGENCT  CIRCULATION. 

Mr.  Hill.  Section  17  provides  that  the  Comptroller  may  issue  to  the 
national  clearing  house  provided  for  by  section  62,  or  to  any  banking 
association  organized  under  this  act,  the  greenbacks  described  in  sec- 
tion 6  to  any  amount  approved  of  in  writing  by  the  Secretary  of  the 
Treasury,  in  addition  to  the  amount  issued  under  section  6.  This  pro- 
vides for  an  emergency  circulation  to  be  issued  in  the  first  place,  and  it 
provides  later  on  for  an  emergency  circulation  to  be  issued  by  clearing 
houses. 

The  Chairman.  Issued  to  clearing  houses! 

Mr.  Hill.  Issued  to  the  national  as  well  as  to  the  local  clearing 
houses.  I  would  ask  whether,  in  your  judgment,  under  that  identical 
bill — it  is  identical  in  all  its  provisions,  the  public  is  absolutely  unable 
to  distinguish  between  the  bank  issues — it  is  a  legal-tender  bill  the 
same  as  the  other,  but  a  United  States  legal  tender---does  not  the  same 
necessity  exist  for  a  redemption  fund  being  set  aside  as  under  the  other 
bills? 
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Mr.  Eckels.  Undoubtedly  these  bills  could  be  currently  redeemed 
unless  the  bills  should  be  for  a  definite  period  of  time,  to  be  redeemed  just 
as  the  clearing-houso  certificate  is  redeemed. 

Mr.  Bbosius.  But  the  redemption  fond  held  by  the  United  States 
Government  should  be  increased  proportionately  with  the  issue  of  such 
currency. 

Mr.  Eckels.  If  the  notes  were  to  be  currently  redeemed;  but  if  the 
notes  provide  that  they  are  to  be  redeemed  at  certain  times,  it  might 
not  be  necessary  to  increase  the  current  redemption  fund. 

Mr.  Brosixjs.  But  the  bill  does  not  so  provide. 

The  Chairman.  It  is  a  penalty  if  they  are  kept  out. 

Mr.  Bbosius.  Yes;  of  course. 

OLBARINO-HOUSE   CERTIFICATES. 

Mr.  Eckels.  I  take  it  these  notes  are  to  be  the  same  as  clearing- 
house certificates,  except  in  small  denominations. 

The  Chairman.  ''Of  not  less  than  $1,000." 

Mr.  Eckels.  And  that  they  can  be  used  for  that  which  a  clearing- 
house certificate  can  not  be,  viz,  to  circulate  as  currency.  Under  the 
general  rules  of  clearing  houses,  certificates  issued  can  not  circulate  as 
currency.  Under  the  operation,  for  instance,  of  the  New  York  Clear- 
ing-House Association  the  present  clearing-house  certificate  is  some- 
thing like  a  collateral. 

RESFONSIBILITT  FOR  CURRENT  REDEMPTION. 

Mr.  Hill.  Section  27,  on  page  18,  of  the  new  bill,  provides  that  the 
Treasurer  shall  at  all  times  keep  and  have  on  deposit  in  the  Treasury 
of  the  United  States,  in  coin  or  in  coin  certificates  for  the  redemption 
fund  of  each  association,  during  the  solvency  of  the  association,  the 
10  per  cent  provided  in  section  12,  to  be  held  and  used  for  the  current 
redemption  of  its  greenback  and  reserve  notes;  and  when  the  notes  of 
any  association  organized  under  this  act,  assorted  or  unassorted,  shall 
be  presented  for  such  redemption  to  the  Treasurer  of  the  United  States 
in  sums  of  $500  or  any  multiple  thereof,  or  in  sums  equaling  not  less 
than  1  per  cent  of  its  total  circulation  of  banks  having  less  than  $30,000 
in  circulating  notes,  the  same  shall  be  redeemed. 

Now,  does  not  that  provide  for  a  current  daily  redemption,  not  only 
of  legal-tender  paper  issued  under  this  bill,  but  also  reserve  notes 
issued  under  this  bill? 

Mr.  Eckels.  It  is  supposed  that  every  note  issued  by  the  bank  would 
be  currently  redeemed. 

Mr.  Hill.  But  doesn't  this  provide  for  a  current  daily  Treasury 
redemption? 

Mr.  Eckels.  I  suppose  that  that  which  Mr.  Walker  desires  to  arrive 
at  is  that  the  responsibility  for  current  redemption  shall  be  placed  upon 
the  bank,  although  it  may  be  done  through  the  agency  of  the  Govern- 
ment. 

The  Chairman.  That  is  a  provision  of  existing  law. 

Mr.  Eckels  (continuing).  That  the  Government  simply  acts  as  an 
agent,  so  far  as  current  redemption  is  concerned,  but  the  total  respon- 
sibility of  current  redemption  is  placed  upon  the  bank,  and  that  the 
final  responsibility,  in  case  of  the  failure  of  a  bank,  comes  upon  the 
General  Government  under  its  guaranty. 

Mr.  Brosius.  Isn't  this  the  same  provision  as  that  now  existing  in 
reference  to  current  redemption? 
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Mr.  Eckels.  Except  that  Mr.  Walker^s  bill  increases  the  percentage 
of  the  redemption  fund  placed  with  the  Government  to  10  per  cent. 

BELIEVING  THE   GOVERNMENT   OF   BANKING  FUNCTIONS. 

Mr.  Hill.  Does  the  bill,  as  a  matter  of  fact,  relieve  the  Government 
of  its  banking  functions  or  does  it  put  it  into  the  business  very  much 
more  deeply? 

Mr,  Spalding.  That  is  the  point. 

Mr.  Eckels.  My  idea  is  that  when  we  speak  of  the  banking  function 
of  the  Government  we  apply  that  term  to  the  Government's  issuing 
demand  obligations,  which  demand  obligations  Mr.  Walker  designs 
under  his  bill  to  eliminate  in  so  far  as  the  redemption  from  day  to  day 
is  concerned,  and  that  instead  of  the  holders  thereof  being  able  to  go 
to  the  Treasury  and  obtain  on  those  demand  obligations  gold,  which  has 
been  secured  by  the  Government  through  its  own  agents  or  through  the 
means  of  cuwstoms  receipts  or  through  the  issuance  of  bonds,  the  gold 
therefor  shall  be  supplied  by  the  banks.  The  responsibility  of  the  Gov- 
ernment is  to  be  simply  to  see  that  the  banks  keep  that  amount  there, 
that  the  Government  stores  it,  that  the  Government  pays  it  out,  and 
that  if  there  is  failure  on  the  part  of  the  banks  to  provide  for  redemp- 
tion the  Government  will  step  in  and  close  the  bank. 

The  Chairman.  Isn't  it  a  fact  that  my  bill  makes  the  Government 
only  an  agent,  and  that  under  the  present  law  the  Government  is  made 
the  principal? 

Mr.  Hill.  I  understood  Mr.  Brosius  to  say  the  terms  of  this  are 
identical  with  the  present  law.  I  see  in  the  next  section  it  is  within 
the  power  of  the  Secretary  to  transfer  it  to  the  others,  taking  proper 
security,  and  that  does  not  relieve  the  Government  of  responsibility. 

Mr.  Eckels.  Under  the  present  law  the  Government  is  the  agent  for 
the  redemption  of  the  bank,  but  the  banks  supply  the  required  amount 
of  lawful  money  for  making  the  redemptions. 

Mr.  Hill.  Under  the  provisions  of  this  bill,  as  I  understand  it,  the 
banks  of  the  United  States  can  organize  into  local  clearing-house 
associations;  the  local  clearing-house  associations  can  organize  into 
what  is  known  as  the  national  clearing-house  association.  Under  the 
provisions  of  this  bill  the  board  of  control,  which  it  provides  for,  has 
absolute  power  to  order  the  withdrawal  and  redemption  of  the  circu- 
lating medium  or  the  bank  issues,  or  to  order  them  issued,  either  one. 
Do  you  believe  it  is  a  safe  power  to  put  into  the  hands  of  any  four  men 
in  this  Republic  the  absolute  control  through  the  clearing-house  asso- 
ciation, which  this  provides  for,  making  practically  one  large  national 
bank,  as  it  is  i)ossible  it  would  be,  with  full  power  of  the  issue  and 
withdrawal  of  the  circulation  ? 

AGGREGATED  CAPITAL  NOT  DANGEROUS. 

Mr.  Eckels.  As  I  have  said,  I  would  like  the  banks  largely  to  arrange 
that  matter  among  themselves.  It  seems  to  me  self  protection  would 
prevent  any  undue  danger,  even  though  they  should  select  a  certain  set 
of  men  as  managers.  1  believe  that  there  is  a  good  deal  of  exaggera- 
tion as  to  the  dangers  attendant  upon  the  aggregation  of  capital.  I  do 
not  think  Hggregated  capital  does  anything  more  dangerous  to  the 
public's  interests  than  individual  capital,  because  aggregated  capital  is 
simi)ly  the  capital  of  combined  individuals,  and  combined  individuals 
in  a  corporation  know  that  their  institutions  can  not  prosper  if  there  is 


FINANCIAL   AND   BANKING   SITUATION.  329 

DOt  general  prosperity  among  the  people.  There  can  not  be  a  situation 
with  the  people  poverty  stricken  without  capital  each  day  lessening  its 
own  holdings  and  thereby  impoverishing  those  who  constitute  the  cor- 
X)oration  and  lessening  the  amount  of  profit  which  they  draw  from  a  use 
of  the  general  aggregate. 

Mr.  Brosius.  Kecurring  to  the  first  item  in  the  general  statement,  I 
think  I  will  ask  you  a  question  or  two,  Mr.  Comptroller. 

PBESENT  BEDEMFTION  METHOD  SUBE  AND  SAFE. 

Turning  to  page  17  of  Mr.  Walker's  argument  showing  the  excel- 
lencies of  the  bill,  I  want  to  ask  you  whether  the  present  mode  of 
redemption,  under  existing  law,  is  not  absolutely  sure  and  absolutely 
safe,  as  long  as  the  Government's  credit  stands. 

Mr.  Eckels.  As  long  as  the  Government's  credit  is  of  a  character 
that  it  can  obtain  an  amount  of  gold  necessary  to  meet  these  things; 
but  in  the  maintenance  of  that  credit  there  is  a  tremendous  expense 
put  upon  the  people,  in  the  way  of  taxation  upon  bonds;  and  in  the 
way  of  the  daily  disturban(;e  of  the  business  of  the  people,  who  either 
wrongly  or  rightly  measure  their  undertakings  by  the  i)robability  of 
the  Government's  maintaining  its  credit.  It  seems  to  me  the  Govern- 
ment should  be  put  in  a  position  where  the  necessity  did  not  exist  for 
exerting  itself  always  to  maintain  its  credit. 

Mr.  Bbosius.  You  mean  to  say  that  the  maintenance  by  the  Govern- 
ment of  these  demand  obligations  under  existing  law  is  liable  to  bring 
embarrassment  upon  the  Government? 

Mr.  Eckels.  Yes. 

Mr.  Bbosius.  Of  course,  you  will  see  that  my  inquiry  did  not  reach 
to  that.    I  am  only  speaking  of  the  question  of  redemption 

Mr.  Eckels  (continuing).  Because  it  is  in  the  power,  Mr.  Brosius,  of 
any  set  of  men  in  New  York  City,  or  any  other  part  of  the  country,  to 
gather  up  $100,000,000  of  legal  tenders  and  take  them  suddenly  to  the 
Treasury  for  redemption,  and  thereby  break  the  Government. 

SAPE,  BUT  expensive. 

Mr.  Bbosius.  Exactly;  but  as  long  as  the  Government  is  not  broken 
redemption  is  sure  and  safe. 

Mr.  Eckels.  Yes,  but  it  is  made  more  expensive  than  it  ought  to  be. 

Mr.  Bbosius.  Does  that  involve  the  point  of  surety  and  safety? 

Mr.  Eckels.  No. 

Mr.  Bbosius.  I  am  only  arguing  one  point. 

Mr.  Eckels.  No;  it  is  sure  and  it  is  safe  as  long  as  the  Government's 
credit  is  not  broken  down. 

Mr.  Bbosius.  That  is  the  point,  then 

Mr.  Eckels.  But  it  is  expensive. 

Mr.  Bbosius.  I  make  the  inquiry  because  the  statement  in  the  argu- 
ment is,  first,  that  this  bill  provides  a  surer  and  safer  method  for  the 
eurrenjb  redemption,  and  also  the  final  redemption  of  such  notes,  than 
under  existing  law.  The  point  is,  as  you  have  indicated,  that  until  the 
Government  is  broken  present  redemption  is  absolutely  sure  and  safe. 

Mr.  Eckels.  But  it  can  not  be  told  from  day  to  day  whether  the 
Government  is  not  going  to  be  financially  broken. 

Mr.  Bbosius.  Of  course,  that  is  so;  but  I  say  until  it  is  broken. 

Mr.  Eckels.  Of  course  if  there  is  in  the  Treasury  of  the  United 
States  a  tremendous  surplus  of  gold  which  lies  there  as  a  fund  for  some 


330  FINANCIAL   AND   BANKING  SITUATION. 

• 

future  emergency,  which  is  taken  out  of  the  channels  of  trade  and 
which  is  a  cause  of  higher  rates  of  interest  because  of  that  fact,  there 
is  provided  a  safe  method  of  redemption  and  a  sure  method  of  redemp- 
tion; but  why  should  we  have  a  thiug  that  entails  such  exx)euse  to 
accomplish  the  thing  that  we  desire  when  we  can  save  that  expense? 
Mr.  Bbosius.  That  may  be  so.  There  may  be  other  reasons  for 
changing  the  system  which  do  not  involve  the  question  of  security. 

SAFER  AND  BETTEB  BEDEMPTION  BY  BANKS. 

Mr.  EOKELS.  On  the  other  point — the  matter  of  safety — ^taken  from 
day  to  day  and  year  to  year,  I  think  that  with  other  conditions  prop- 
erly adjusted  there  would  be  in  a  time  of  emergency  a  better  and  a  safer 
redemption  by  the  banks  than  by  the  Government.  It  would  comeabout 
because  the  banks  have  the  means,  as  I  have  stated  before,  of  obtaining 
the  gold  immediately  without  going  through  the  long  process  that  has 
to  be  gone  through  with  by  the  Grovemmeut  unless  there  is  a  syndicate 
contract. 

THE  syndicate  BOND  CONTBACT. 

There  could  be  nothing  more  in  point  than  that  syndicate  contract. 
It  was  an  illustration  of  what  the  Treasury  could  do  when  it  undertook 
to  exercise  the  legitimate  function  of  a  bank  to  obtain  gold  to  meet  aii 
immediate  necessity.  Itdid  the  thing  which  was  designed,  but  in  doingic 
it  created  a  storm  of  objections.  Every  bank  can  do  exactly  that  thing^ 
when  the  necessity  arises,  and  there  would  not  be  any  questions  raised 
or  issues  discussed.  Upon  the  other  hand,  whenever  the  Government 
undertakes  to  do  a  thing  which  a  bank  does  there  are  protests  on  every 
side.  If  the  banks  were  compelled  to  do  this  thing  when  confronted, 
as  the  Treasury  was,  with  all  these  outstanding  obligations,  and  with 
but  $8,000,000  of  coin  in  the  vaults  of  the  Treasury,  they  could  always, 
within  twenty-four  hours,  make  an  arrangement  with  those  who  could 
command  the  gold,  to  make  the  situation  perfectly  safe,  and  business 
would  go  on  uninterrupted. 

Mr.  Brosius.  But  up  to  the  limitation  of  the  ability  of  the  Govern- 
ment to  provide  the  means  of  redemi)tion,  it  is  perfectly  safe  and  secure 
as  it  is. 

NOT  SAFE  IN  AN  EMEKGENCY. 

Mr.  Eckels.  It  is  safe  and  sure,  but  it  is  expensive.  It  is  safe  when 
everything  is  all  right,  but  it  is  not  safe  when  an  emergency  is  to  be 
met.  There  must  be  the  provision  for  the  emergency  as  the  center  of 
a  sound  financial  system.  A  system  which  is  good  when  everybody  is 
well  off  financially  and  weak  in  times  of  financial  difficulty  is  just  the 
system  to  be  avoided.  The  test  of  strength  should  be  applied  to  its 
weakest  point. 

Mr.  Brosius.  Given  this  situation  when,  by  reason  of  the  state  of 
exchange  we  are  called  upon  for  a  large  export  of  gold,  which  is  in  the 
best  situation,  possesses  the  most  power,  and  the  greatest  facilities  for 
answering  such  an  unusual  demand,  the  Government  of  the  United 
States,  which  has  the  power  to  issue  bonds  and  command  gold  from  the 
four  corners  of  the  earth,  or  the  private  banking  institutions? 

civil  war  conducted  on  a  gold  BASIS. 

Mr.  Eckels.  The  banking  institutions.  The  Government  would  have 
been,  in  more  than  one  instance,  financially  embarrassed  if  the  banks 
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bad  not  come  to  ito  assistance.  The  civil  war  in  its  first  inception  was 
carried  on  on  a  gold  basis  throagh  tbe  gold  supplied  by  the  banks  and 
woald  have  been  carried  on  to  its  finish  in  that  way  if  the  Oovernment 
had  not  undertaken  to  introduce  a  method  of  obtaining  money  through 
the  issuance  of  promises  to  pay,  in  the  shape  of  currency  notes. 

Mr.  Bbosius.  How  would  the  banks  get  the  gold  if  the  people  who 
have  the  gold  refuse  to  sell  it  to  the  banks. 

Mr.  Eckels.  There  never  was  such  a  condition  if  suf&cient  was  offered 
for  it. 

Mr.  Bbosius.  But  you  said  if  the  banks  refused  to  come  to  the  rescue 
of  the  Government  by  supplying  them  with  gold  the  Government  would 
be  broken;  but  what  bank  ever  did  refuse  to  come  to  the  assistance  of 
the  Government  when  it  could  exchange  its  gold  for  a  bond  bearing 
interest  and  making  it  profitable  for  it  to  do  sot 

Mr.  Eckels.  The  Government  ought  not  to  be  compelled  to  issue 
bonds,  increasing  the  taxes  of  the  people,  to  maintain  a  Government 
currency  which  is  unnecessary. 

Mr.  Brosius.  That  raises  another  question,  but  your  point  is  that 
the  Government  might  not  be  able  to  get  gold  from  the  banks.  You 
say  the  banks  could  do  this  thing  better;  but  the  banks  must  depend 
upon  gold  either  from  the  people  here  or  people  in  other  countries,  and 
if  you  assume  that  the  banks  will  not  let  the  Government  of  the 
United  States  have  its  gold — the  best  purchaser  in  the  world — what 
becomes  of  my  assumption  that  other  people  will  not  sell  their  gold  to 
the  banks?  My  point  is  that  the  Government  of  the  United  States, 
by  reason  of  its  power  and  facilities,  can  command  gold  from  the  four 
comers  of  the  earth,  and  always  could  do  it  when  it  issues  bonds,, 
whereas  the  banks  may  not  be  able  to  find  gold  anywhere. 

Mr.  Eckels.  The  facts  are  that  the  Government 

Mr.  Bbosius.  Has  always  found  it  when  it  wanted  it. 

A  SELFISH  PROPOSITION. 

Mr.  Eckels.  Yes,  through  the  banks.  As  I  said  the  other  day,  Mr. 
Brosius,  there  must  be  eliminated  from  this  question  the  elements  of 
patriotism  and  the  element  of  sentiment.  We  are  dealing  now  with  a 
selfish  proposition,  and  a  banking  system  can  not  be  established  on 
any  other  lines  and  be  perfectly  safe. 

use  of  eesebyes. 

Mr.  Beosius.  Turning  to  statement  12,  in  Mr.*  Walker's  argument,, 
page  18,  he  says  that  the  present  law  forbids,  under  severe  penalties, 
the  banks  under  any  circumstances  to  use  their  reserves  for  the  very 
purpose  for  which  the  banks  are  required  to  keep  such  reserves.  Is  it 
not  the  law  to-day  that  any  bank  can  use  its  reserves  to  any  extent  it 
pleases  without  becoming  amenable  to  any  penalties  whatever,  and  not 
until  the  Comptroller  of  the  Currency  notifies  them  to  make  good  their 
reserve,  and  they  fail  to  do  so  within  thirty  days,  do  they  become  amen- 
able to  any  penalties,  and  the  discretion  of  the  Comptroller  can  be  exer- 
cised in  notifying  them  to  make  good  their  reserve?  So,  as  a  matter 
of  fact,  under  existing  law  any  bank  can  use  its  reserves  in  case  of  a 
stringency  to  their  utmost  limit  without  becoming  amenable  to  any 
penalties  until  notified  by  the  Comptroller  that  they  must  make  their 
reserve  good. 
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Mr.  Eckels.  If  the  bank  directors  willfully  insisted  on  continnally 
Tiolating  the  provision  of  the  law  that  they  shall  not  use  their  reserves 
except  to  pay  their  depositors,  or  in  such  way  as  the  law  provides,  an 
action  might  be  brought  to  forfeit  the  charter  of  such  a  bank. 

Mr,  Bbosius.  How  could  an  action  be  brought  to  forfeit  the  charter 
of  a  bank  when  it  had  been  guilty  of  transgressing  no  lawf 

Mr.  Eckels.  I  think  that  provision  of  the  law 

Mr.  Bbosius.  Let  me  refresh  your  recollection,  Mr.  Comptroller. 

DISCBETION  ALLOWED   THE   COMPTROLLER. 

Mr.  Eckels.  Yes,  I  think  that  provision  of  the  law  does  not  expect 
that  a  bank  shall  continually  loan  money  when  its  reserve  is  short  and 
that 

Mr.  Brosius.  But  they  are  permitted  to  do  so  until  notified  by  the 
Comptroller? 

Mr.  Eckels.  They  are  not  permitted  to  make  any  loans,  but  can  use 
the  reserve  for  payment  of  depositors. 

Mr.  Brosius.  So  the  Comptroller  will  understand  that  this  question 
has  only  become  important  in  cases  of  stringency  where  it  was  really 
necessary  for  the  bank  to  draw  upon  its  reserves  beyond  the  usual  limit, 
and  the  discretion  of  the  Comptroller  in  such  a  case  should  be  exercised, 
as  he  has  a  knowledge  of  the  situation,  and  he  would  exercise  a  wise 
discretion  in  not  calling  upon  a  bank 

The  Chairman.  In  not  enforcing  the  law ! 

Mr.  Brosius.  That  is  enforcing  the  law.  The  law  does  not  require 
that  notification  at  any  time.  The  law  places  it  in  the  discretion  of  the 
Comptroller  as  to  when  he  shall  give  that  notice  to  the  bank. 

Mr.  Eckels.  He  is  supposed  to  do  it  when  it  comes  to  his  notice. 

Mr.  Brosius.  It  may  be  so 

Mr.  Eckels.  The  Comptroller  has  a  wide  discretion,  and,  generally 
speaking,  I  think  it  is  generally  exercised  wisely. 

PLACE  OF  redemption. 

Mr.  Calderhead.  A  portion  of  my  question  has  been  answered 
■already  in  reply  to  questions  asked  by  other  members  of  the  committee, 
but  a  paragraph  of  Mr.  Walker's  argument  states  that  the  bill  will 
give,  practically,  final  gold  redemption  at  the  subtreasury  in  New  York 
and  redemption  in  legal-tender  notes  and  silver  at  country  banks. 

The  Chairman.  N«^  it  says  at  the  national  clearing  houses,  not  sub- 
treasury. 

Mr.  Calderhead.  He  says  there  that  [reading!  <' under  the  proposed 
bill  not  a  dollar  of  currency  notes  of  any  kind  will  be  redeemable  at  the 
United  States  Treasury.  It  will  give,  practically,  final  gold  redemption 
at  the  national  clearing  house  in  New  York  and  redemption  in  legal- 
tender  notes  and  silver  at  country  banks." 

WITHDRAWAL   OF   GOLD  FROM  BANKS. 

How  will  that  prevent  the  withdrawal  of  gold  for  shipment? 

Mr.  Eckels.  It  simply  would  make  the  withdrawal  of  gold  from  the 
banks  instead  of  from  the  Treasury.  Tbat  is  the  whole  object  of  this 
bill.  One  of  the  principal  objects  of  this  bill  is  to  make  the  banks  the 
source  of  supply  for  the  gold  needed  for  business  purposes,  instead  of 
the  Treasury. 
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Mr.  Calderhe AD.  I  understand  that.  Now,  isn't  it  a  fact  that  from 
1878  until  the  time  when  the  Treasury  suspended  gold  payments  of 
balances  at  the  clearing  house  in  New  York  the  gold  withdrawn  was 
practically  withdrawn  from  banksf 

Mr.  Eckels.  Yes. 

Mr.  Calderhead.  Since  the  Government  suspended  the  payment  in 
gold  of  its  balances  at  the  clearing  house  in  New  York  the  gold  has 
been  withdrawn  from  the  Treasury! 

Mr.  Eckels.  Yes. 

Mr.  Calderhead.  Why  would  not  the  gold  still  be  withdrawn  from, 
the  banks  if  the  Government  would  resume  the  payment  of  its  balances 
at  the  clearing  house  in  gold? 

Mr.  Eckels.  Because  there  is  not  such  faith  in  the  credit  obligations 
of  the  Government  now  as  there  was  when  the  amount  of  them  was 
less  and  when  customs  duties  were  being  paid  in  gold  and  a  very  large 
gold  reserve  was  in  evidence  in  the  Treasury.  The  banks  then  knew  at 
any  time  they  wanted  to  take  their  legal  tenders  to  the  Treasury  they 
could  get  the  gold  in  exchange  therefor. 

Mr.  Calderhead.  Is  it  not  a  fact  that  from  1878  until  the  Govern- 
ment suspended  payment  of  its  balances  in  gold  the  people  paid  in 
gold! 

Mr.  Eckels.  Yes;  because  the  individual  then  was  as  willing  ta 
have  his  legal-tender  obligation,  which  he  felt  certain  would  be 
redeemed  in  gold  at  any  time  presented.  When,  however,  the  condi- 
tions changed,  he  felt  it  was  a  good  deal  better  to  have  his  gold,  and,  as- 
be  could  pay  in  something  else,  he  preferred  to  pay  in  something  else. 

CAUSE   OP  SUSPENSION  OP  GOLD  PAYMENTS, 

Mr.  Calderhead.  What  was  the  cause  of  the  suspension  of  the 
payment  in  gold? 

Mr.  Eckels.  I  think  the  suspension  of  the  pa3rmeut  of  balances  in 
gold  arose  from  the  conditions  caused  by  the  increase  in  the  credit 
instruments  of  the  Government  without  a  corresponding  increase  in  the 
required  means  of  meeting  them. 

The  Chairman.  1  received  a  letter  from  Hon.  Charles  Foster,  ex- 
Secretary  of  the  Treasury,  which  indicated  that  this  ceasing  to  pay  the 
balances  in  gold  was  hardly  a  matter  that  came  to  his  or  anybody'^ 
cognizance.    It  grew  up  naturally  and  without  design. 

cessation  OP  CUSTOMS  PAYMENTS  IN  GOLD. 

Mr,  Brositjs.  Mr.  Calderhead,  will  you  allow  me  to  supply  the  state- 
ment of  the  danger  on  that  point,  because  I  have  given  that  matter 
some  examination. 

Mr.  Calderhead.  Certainly. 

Mr.  Brosius.  The  fact  is  that  the  cessation  of  the  payment  by  the 
Treasury  of  the  balances  in  gold  followed  instead  of  preceded  the  cessa- 
tion of  the  payment  of  customs  in  gold.  In  other  words,  by  reason 
of  the  alarm  that  was  aroused  in  the  public  miud  for  reasons  we  all 
understand,  payments  of  customs  in  gold  began  to  fall  off,  and  it 
became  necessary  for  the  Government  to  cease  paying  its  balances  in 
gold.    The  point  is  to  get  the  order  of  precedence  correct. 

Mr.  Calderhead.  The  alarm  appears  to  have  existed  in  Mr.  Foster's 
mind  for  a  year  and  a  half  before  there  was  an  alarm  in  the  miud  of 
the  public,  and  he  curtailed  the  payments  in  gold  himself. 
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Mr.  Brosixts.  I  can  sbow  my  friend  the  figures  as  I  have  them  of  the 
payment  of  customs  and  of  the  settlements  in  gold,  and  it  demonstrates 
clearly  the  xK)int. 

Mr.  Caldebhead.  I  thought  I  was  sx)eakmg  from  the  figures  myself. 

As  a  final  question,  I  would  ask  you,  Mr.  Comptroller,  would  it  not 
relieve  the  Treasury,  would  not  the  surest  way  to  relieve  the  Treasury 
be,  to  resume  the  payment  of  balances  iu  gold  Y 

Mr.  Eckels.  Provided  the  Treasury  has  gold. 

Mr.  Fowler.  Assuming  that  were  done,  that  the  Government  should 
now  begin  to  settle  with  the  clearing  house  in  gold,  would  that  be  any 
reassurance  to  the  public  that  this  question  that  is  now  under  debate — 
whether  we  have  a  gold  standard  or  a  silver  standard — would  l)e  settled  f 

Mr.  Eckels.  No  ;  I  think  not.  I  can  not  concave  myself  of  why  the 
people  of  the  United  States  should  raise  any  objection  or  find  any  fault 
with  people  who  do  the  thing  which  the  Grovernment  expects  them 
to  do,  in  demanding  continually  these  gold  redemptions  even  for  hoard- 
ing or  investing,  as  long  as  the  Government  keeps  out  the  means  of 
doing  it,  and  thus  declares  it  to  be  a  good  thing  for  the  Government* 
There  is  nothing  unpatriotic  about  it.    It  is  a  business  proposition. 

The  Chaibman.  Mr.  Stallings  or  Mr.  Hendrick,  do  you  desire  to  ask 
any  questions? 

Mr,  Stallinqs  and  Mr.  Hendrick.  No,  sir. 

TWO  kinds  of  redemption. 
Mr.  Spalding.  In  paragraph  8  of  Mr.  Walker's  argument  he  says : 

Uuder  the  proposed  bill  not  a  dollar  of  currency  not«s  of  any  kind  will  be  redeem- 
able at  the  United  States  Treasary.  It  will  give,  practically,  final  £^old  redemption 
at  the  national  clearing  house  in  New  York,  and  redemption  in  legal-tender  notes 
and  silver  at  country  banks. 

Just  above  that  he  says  that  under  the  present  law  practically  every 
dollar  of  the  $1,000,000,000  in  currency  notes  is  redeemable  in  gold  at 
the  United  States  Treasury,  and  then  he  makes  the  statement  I  have 
just  quoted.  Would  not  that  make  two  kinds  of  redemption  Y  I  am 
asking  for  information,  because  a  bank  that  would  pay  silver  in  one 
place  and  gold  iu  another  plac^,  it  seems  to  me,  would  get  in  trouble. 

Mr.  Eckels.  I  think  that  is  a  question  Mr.  Walker  ought  to  answer. 

The  Chairman.  While  silver  dollars  are  a  legal  tender  and  the  bul- 
lion in  them  is  of  less  commercial  value  than  the  gold  in  a  gold  dollar, 
there  must  be  a  wide  discretion  allowed  banks  in  what  they  will  redeem 
in,  and  the  present  law  does  not  provide  for  any  gold  redemption  any- 
where, except  in  Kew  York  and  San  Francisco.  The  proposition  is  that 
the  bankers  would  ordinarily  refuse  to  redeem  in  gold  anywhere,  except- 
ing when  the  necessities  of  a  customer  of  the  bank  requires  it,  except 
in  New  York  and  San  Francisco.  They  would  redeem  in  gold  to  no 
greater  extent  than  necessary  to  keep  all  kinds  of  money  at  a  parity. 

BANKS   REALLY  MAINTAIN  PARITY  OF    METALS. 

Mr.  Spalding.  I  wanted  to  know  whether,  under  that  bill,  it  would 
make  gold  in  New  York  and  silver  in  Kansas? 

The  Chairman.  All  kinds  of  money  would  be  kept  at  a  par  in  Kansas. 

Mr.  SPALDiNa,  At  the  present  time  the  Government  maintains  the 
parity  of  the  two  metals. 

The  Chairman.  Only  nominally.    The  banks  have  really  done  it. 

Mr.  Spalding.  The  Government  is  obliged  by  law  to  maintain  the 
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I>arity  of  the  two  metals.  I  simply  stand  on  a  law.  Under  this  bill  you 
can  get  gold  in  New  York  bat  yon  can't  get  gold  in  Minnesota. 

The  Ohaieman.  Yon  can't  get  it  in  Minnesota  now. 

Mr.  Spalding.  Yes,  you  can. 

The  Ohaibman.  Noj  yon  can  only  get  it  in  New  York,  but  as  a 
matter  of  practice,  you  may — not  as  a  matter  of  legal  right. 

Mr.  Spalding.  Now,  you  are  discriminating  in  favor  of  New  York 
City.  It  seems  to  me  that  there  is  grave  doubt  about  this  being  a  bill 
that  will  give  satisfaction,  if  the  argument  which  you  have  made  here 
in  regard  to  the  bill  is  true.    You  may  be  mistaken  in  regard  to  the  bill. 

The  Ohaibman.  No;  notatkU. 

Mr.  Spalding.  That  would  make  gold  in  New  York,  and  in  Kansas 
City,  where  there  is  an  immense  trade,  all  you  could  get  would  be  silver. 

The  Chairman.  If  there  are  no  further  questions  on  this  bill,  Mr. 
Oox's  bill  will  come  up  now. 

Mr.  Newlands.  I  wanted  to  ask  a  few  questions  of  the  Comptroller 
on  this  bilL 

The  Ohaibman.  Perhaps  we  had  better  take  a  recess  now. 

Thereupon,  at  1.15  p.  m.  the  committee  adjourned  until  1.45  p.  m. 

AFTBB  BE0ES8. 

The  committee  reassembled  at  1.45  p.  m. 

Mr.  Newlands.  I  have  a  few  questions  to  ask  Mr.  Eckels: 

Will  this  bill,  called  the  "  Walker  bill,"  do  away  with  the  issue  of  the 
United  States  bonds  for  gold  redemption  Y 

Mr.  Eckels.  Only  in  case  of  the  success  of  Mr.  Walker's  plan  to 
absorb  as  a  security  for  bank-note  issues  the  demand  obligations  of  the 
Government,  commonly  known  as  greenbacks  and  Sherman  notes. 

Mr.  Newlands.  And  Treasury  notes  also! 

Mr.  Eckels.  And  Treasury  notes;  and  then  it  would  not  do  away 
with  bonds  if  circumstances  should  arise  whereby  the  silver  coin  should 
not  maintain  itself. 

Mr.  Newlands.  Do  you  think  the  obligation  of  the  Government 
would  exist  to  maintain  a  parity  of  silver  coin  with  gold  by  redemption 
in  gold! 

Mr.  Eckels.  Yes;  I  believe,  however,  if  it  was  manifest  that  the 
policy  of  the  Government  was  to  retire  the  obligations  of  which  I  have 
spoken,  there  would  not  be  the  danger  from  a  silver  coin  that  there  is 
now.  As  I  stated  the  other  day,  I  look  upon  this  silver  coin  as  credit 
currency  to  the  extent  of  the  dMerence  between  its  face  value  and  the 
intrinsic  value  of  the  metal  in  the  coin,  just  as  I  do  upon  these  other 
obligations.  Although  I  do  not  think  the  riddance  of  these  obligations 
would  entirely  do  away  with  the  necessity  of  the  maintenance  of  a 
reserve,  it  would  tend  to  do  so  to  a  very  great  extent.  It  certainly 
would  render  it  less  difficult  and  less  expensive  as  well  as  less  uncer- 
tain. 

Mr.  Newlands.  There  might  be  a  possibility  of  the  necessity  of  the 
Government  maintaining  a  considerable  reserve  fund  in  gold  in  order 
to  redeem  silver  in  gold;  is  that  your  position! 

Mr.  Eckels.  Yes ;  under  certain  circumstances. 

Mr.  Newlands.  Do  you  think  that  is  a  remote  or  near  x)0S8ibility. 

Mr.  Eckels.  1  do  not  think  it  a  possibility  that  is  very  near,  if 
there  is  not  some  legislation  which  increases  the  silver  currency  of  the 
country.  In  connection  with  Mr.  Walker's  bill  it  might  be  stated  that 
he  makes  a  provision  whereby  there  shall  not  be  any  paper  currency  in 
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circulation  less  than  a  $3  bill,  his  idea  evidently  being  to  have  the  sil- 
ver dollar  circulate,  as  it  does  not  now  circulate.  I  think  he  also  pro- 
vides that  as  a  part  of  the  reserves  deposited  against  bank-note  issues, 
which  be  terms  greenbacks,  there  shall  be  a  certain  proportion  of  silver 
certificates,  or  there  may  be  a  part  in  coin.  I  do  not  think  there  is  the 
danger  from  the  silver  that  there  is  from  the  other  obligations  which  the 
Government  is  maintaining. 

Mr.  Newlands.  Outside  of  the  possibility  of  the  necessity  of  main- 
taining a  gold  reserve  for  the  gold  redemption  of  silver,  would  there  be, 
under  this  act,  any  necessity  for  the  issue  of  bonds  for  gold-redemption 
purposes! 

Mr.  EOKELS.  Not  for  currency  redemption,  and  if  the  operation  of 
his  act  is  to  shut  up  these  legal  tenders  there  probably  would  not  have 
to  be  any  other  for  permanent  redemption.  The  tendency  would  be,  if 
the  people  felt  that  the  demand  obligations  of  the  Government  were 
not  being  currently  redeemed  by  the  Government,  to  return  to  the  pay- 
ment of  impost  duties  in  gold.  He  specifies  that  as  one  of  the  pro- 
visions of  his  bill  whereby,  I  take  it,  he  expects  to  accumulate  a  ^nd 
of  gold  for  the  permanent  redemption  of  these  notes. 

IMPBISONINa  THE   CBEDIT  MONEY. 

Mr.  Newlands.  Do  you  think  this  bill  would  be  effective  in  impris- 
oning all  the  credit  money  of  the  United  States  except  the  silver  coin, 
which  you  characterize  as  credit  money! 

Mr.  Eckels.  I  would  not  want  to  pass  an  opinion  upon  this  subject 
unless  I  felt  certain  that  the  anticipation  of  Mr.  Walker  would  be  ful- 
filled— that  the  banks  would  be  very  eager  to  go  into  his  proposed  sys- 
tem. The  matter  turns  on  whether  the  banks  would  want  to  go  into  it, 
and  it  would  not  be  effective  unless  the  banks  did  go  into  it. 

Mr.  Hill.  That  is,  unless  the  banks  took  hold  of  it  quite  universally. 

Mr.  Eckels.  Yes. 

Mr.  !N"ewlands,  Does  this  act  in  any  way  compel  the  banks  to  take 
advantage  of  the  provision  or  carry  out  the  provisions  of  this  act! 

BILL  PEBMISSIVB  AND   NOT  MANDATOBY. 

Mr.  Eckels.  It  is  voluntary  with  them.  One  section  of  the  bill  gives 
them  the  option  of  voting  whether  they  shall  reorganize  under  this  pro- 
posed act  or  continue  under  the  present  one. 

Mr.  Hill.  But  they  lose  circulation  if  they  do  not  reorganize. 

Mr.  Fo WLBB.  But  they  don't  have  to  go  in  ! 

Mr.  Eckels.  No. 

Mr.  Kewlands.  Would  a  national  bank  forfeit  its  charter  under  the 
provisions  of  this  bill  unless  it  went  in! 

Mr.  Eckels.  Ko;  I  understand  not. 

Mr.  IN^EWL ANDS.  Then  I  would  ask  if  it  is  so  persuasive  in  its  features 
as  to  probably  induce  the  banks  to  avail  themselves  of  its  provisions? 

Mr.  Eckels.  That  is  a  question  which  would  have  to  be  intelligently 
answered  by  the  banks  themselves.  Mr.  Walker's  calculation  is  that 
there  would  be  a  very  large  per  cent  of  profits  over  and  above  the  per 
cent  of  profit  accruing  to  the  banks  at  present;  but  whether  or  not  the 
banks  would  agree  with  him  I  can  not  say. 

Mr.  Newlands.  In  your  judgment  would  it  be  persuasive? 

Mr.  Eckels.  I  could  not  say  as  to  that.  There  are,  as  I  have  said, 
some  very  excellent  features  in  the  bill,  but  as  to  whether  or  not  the 
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banks  would  be  willing,  under  the  inducement  offered,  to  take  the 
responsibility  of  these  redemptions  and  ran  the  risk  of  having  a  doubt 
in  the  minds  of  the  public  because  of  so  radical  a  change,  is  a  pretty 
hard  question  for  me  to  answer. 
Mr,  Newlands.  Is  there  a  risk  in  these  redemptions! 

REDEMPTIONS   SAFELY  TRANSFERRED   TO  BANKS. 

Mr.  Eckels.  I  do  not  think,  myself,  there  is  any  risk  at  all  in 
transferring  the  redemptions  to  the  banks,  but  my  views  may  be  very 
much  more  radical  than  the  views  of  a  great  many  other  people,  espe- 
cially people  who,  in  the  general  care  of  business  matters,  do  not  view 
the  thing  from  the  same  standpoint  that  I  view  it  from. 

Mr.  Newlands.  How  could  we  ascertain  whether  or  not  the  banks 
would  be  pursuaded  to  accept  the  provisions  of  this  act! 

Mr.  Eckels.  I  take  it  that  it  might  be  ascertained  if  in  the  first 
place  this  committee  was  pursuaded  to  report  it,  and  in  the  second 
place  if  it  could  get  through  Congress. 

Mr.  Newlands.  Action  of  Congress  then  would  have  to  precede 
any  action  by  the  banks  themselves  as  to  whether  they  would  acquiesce 
in  its  provisions? 

Mr.  Eckels.  Yes;  action  by  the  committee  would  have  to  be  first 
and  then  action  by  Congress,  because  I  take  it  that  every  member  of 
the  committee  would  want  to  ascertain  the  view  which  those  who  are 
expected  to  go  iuto  this  reorganized  scheme  held  of  it,  and  then  it 
would  have  to  be  gotten  through  Cougress,  which  would  depend  largely 
upon  how  much  of  the  banking  interests  were  back  of  it  and  how 
much  public  sentiment  was  back  of  it. 

Mr.  Fbwlands.  Then  I  take  it  that  the  individual  members  of  this 
committee  and  the  individual  Members  of  Congress  must  push  their  own 
inquiries  in  their  various  districts,  as  to  whether  the  provisions  of  this 
bill  will  be  acceptable  to  the  banks  f  You  know  of  no  way  of  an  organ- 
ized method  by  which  the  banks,  in  anticipation  of  our  action,  can  indi- 
cate whether  or  not  they  will  accept  its  provisions! 

Mr.  Eckels.  I  do  not  know  of  any  way  of  ascertaining  how  this  bill 
would  be  viewed  except  in  the  way  I  have  indicated. 

PROVISIONS  ADVOCATED  BY   CONVENTIONS. 

Mr.  Newlands.  In  these  national-bank  conventions  has  there  b#en 
any  indication  that  the  provisions  of  this  bill  would  be  acceptable  to 
bankers? 

Mr.  Eckels.  The  provision  of  the  bill  as  to  the  issuing  of  notes  against 
assets  has  been  more  than  once  advocated  by  conventions.  That  was 
the  basis  of  the  plan,  which  is  known  as  the  Baltimore  plan,  which  was 
presented  by  a  convention  of  bankers;  but  as  to  the  feature  of  the 
dex>osit  of  the  greenbacks,  that  has  never  been  passed  upon  by  a  con- 
vention. It  was,  however,  embodied  in  the  bill  which  was  presented  by 
the  Secretary  of  the  Treasury  two  years  since. 

Mr.  Newlands.  To  what  extent,  assuming  that  the  provisions  of 
this  bill  are  accepted,  not  only  by  the  national  banks,  but  by  the  State 
banks  of  the  country,  and  taking  into  consideration  the  present  condi- 
tions only,  and  not  future  enlargement  of  bank  capital,  to  what  extent 
can  currency  De  issued  under  this  law? 

Mr.  Eckles.  That  estimate  you  would  have  to  make  by  taking  the 
amount  of  the  present  banking  capital  and  figuring  the  percentages 
OUR 22 
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provided  by  Mr.  Walker  to  be  deposited,  of  Treasury  issues — when  I 
use  that  term  I  embody  all  the  paper  issues  of  the  Treasury — and  the 
gold  and  silver  provided  to  be  deposited  by  these  banks.  That  is  a 
mathematical  calculation. 

FBJBSBNT  BANKING  CAPITAL   OF  THE  UNITBD  STATES. 

Mr.  Newlands.  Do  you  know  to-day  what  the  total  amount  of  bank 
capital  in  th^  United  States  isf 

Mr.  Eckels.  The  total  capital  of  all  the  banks,  or  at  least  of  almost 
10,000  banks  of  the  country,  as  shown  by  the  last  report,  was 
$1,049,371,724.  That  is  on  page  19  of  my  annual  report.  There  are 
in  addition  to  that  a  number  of  banks,  about  3,000  more,  most  of  them 
private  banks,  the  capital  of  which  I  have  not.  Then  there  was  a  sur- 
plus, $698,948,536. 

Mr.  ITewlands.  What  are  the  limitations  with  reference  to  capital 
and  reserves  placed  by  this  act  upon  the  issues  of  bank  currency  f 

Mr.  Eckels.  That  you  will  have  to  find  by  consulting  the  bill.  I  do 
not  carry  in  mind  the  distinctive  provisions  of  it. 

Mr.  Newlanbs.  Tlie  purpose  of  this  is  to  get  at  what  amount  of 
bank  currency  can  be  issued. 

Mr.  Eckels.  You  will  find  the  proposition  set  forth  on  page  8,  sec- 
tion 5. 

Mr.  Newlanbs.  You  have  never  made  an  estimate  of  the  total 
amount  f 

Mr.  Eckels.  Of  what  would  be  absorbed  ?    No. 

THl^EE  KINDS  OF  CUEBENCY  PEOVIDBD. 

Mr.  Kewlands.  As  I  understand  it,  there  are  three  kinds  ot  bank 
currency  provided  for  by  this  act;  first,  legal- tender  notes,  with  green- 
backs; the  other  reserve  notes,  and  the  other  emergency  notes.  Is  that 
correct f  ^ 

Mr.  Eckels.  Yes. 

Mr.  Newlands.  Under  this  act,  leaving  out  the  emergency  notes  for 
the  present,  which  notes  would  be  greater  in  amount,  the  legal-tender 
notes  or  the  reserve  notes  f 

Mr.  Eckels.  That  would  depend  on  how  much  reserve  is  held  by  the 
banks,  but  I  should  judge  that  the  amount 'of  reserve  notes  would  be 
laiifer  than  the  amount  of  legal-tender  notes. 

GOVERNMENT  AS  A  SEBEAIPTION  AGENT. 

Mr.  Nbwlands.  Now,  as  to  redemption,  Mr.  Eckels,  do  you  under- 
stand that  under  this  act  redemption  has  to  be  made  by  the  banks 
themselves,  or  by  the  Government  as  the  agent  of  the  bank? 

Mr.  Eckels.  I  understand  that  the  banks  are  to  furnish  the  gold  to 
the  Government,  together  with  whatever  else  is  provided  as  a  means 
of  redemption,  and  that  the  Government  itself,  as  it  does  now,  acts 
only  as  an  agent. 

Mr.  FowLEB.  As  it  does  for  national-bank  notes  f 

Mr.  Eckels.  Yes;  as  it  does  for  the  national-bank  notes. 

Mr.  Hendbick.  I  would  like  to  ask  one  question  there.  I  understood 
you  to  say  the  other  day  that  one  of  the  chief  sources  of  trouble  now 
arises  from  the  fact  that  the  Government  is  constantly  called  upon  to 
redeem  these  legal  tenders,  and  that  whenever  that  is  the  case  the 
public  are  aware  of  that  fact;  that  that  very  knowledge  on  the  part  of 
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the  pablic  creates  a  distrust  and  a  disturbance.  Now,  would  not  that 
still  be  the  case  under  Mr.  Walker's  bill;  if  the  money — the  gold — is  to 
go  from  the  banks  into  the  Treasury,  would  not  the  public  always  know 
when  there  waft  a  deficiency  and  when  there  had  b^an  a  demand  on  the 
ImuUcs  by  the  Treasury  for  gold  ? 

XBTHOD  OF  REDEMPTION  NOT  GHANGBD. 

Mr.  Eckels.  "So;  the  difference  is,  in  the  one  instance  the  Oovem 
ment  itaelt  has  to  supply  the  gold  by  the  limited  means  which  the  Gov- 
ernment has  in  its  power,  and  in  the  redemption  which  is  provided  for, 
while  under  Mr.  Walker's  plan  the  banks  supply  that  gold.  For  exam- 
ple, there  is  no  one  ever  disturbed  now  about  the  current  redemption 
of  bank  notes,  because  the  banks  supply  a  fund  to  the  Government  and 
the  Government  simply  acts  as  the  agent,  and  I  do  not  see  any  differ- 
ence between  the  method  of  redeeming  the  banknotes  under  the  provi- 
sion of  this  bill  and  the  present  method  of  the  redemption  of  bank  notes. 
Under  the  present  method  the  redemption  of  bank  notes  does  not 
disturb  the  business  of  the  country  at  all.  It  is  the  redemption  of  the 
notes  for  whose  redemption  the  Government  itself  has  to  supply  the 
gold  that  creates  a  disturbance. 

TEEASUEY  AS  AN  AGENT  OP  BANKS. 

Mr.  Beosius.  Is  it  speaking  correctly  to  say  that  the  Treasury  or  the 
Government  acts  as  the  agent  of  the  banks! 

Mr.  Eckels.  I  think  that  is  what  it  does. 

Mr.  Bbositjs.  If  there  is  an  agency,  that  implies  a  principle  with 
the  power  to  constitute  an  agent;  but  in  this  case  the  law  declares  that 
the  Treasury  shaJl  do  so  and  so,  and  that  the  banks  shall  do  so  and 
so,  and  it  does  not  seem  correct  to  say  that  the  Treasury  is  the  agent  or 
is  inferimr  to  the  banks^  and  carrying  out  the  banks'  direction  is  an 
agency* 

Mr.  Eckels.  If  technically  it  is  not  correct,  it  is  in  fact,  because  that 
is  all  the  Treasury  does.  It  takes  this  money  which  the  banks  supply 
and  pays  it  out. 

Mr.  Newlands.  Are  the  banks  under  this  act  compelled  to  make 
redemption  over  their  counters  at  allf 

Mr.  Eckels.  I  think  there  is  a  provision  to  that  effect.  The  provision 
is  that  notes  shall  be  redeemed  in  lawful  money  at  the  bank  counters. 

Mr.  Newlands.  Let  us  refer  to  that  section  now. 

Mr.  Hill.  On  page  21,  beginning  at  section  37,  the  subject  of  redemp- 
tion and  maintenance  of  reserve  will  be  found.  Section  39, 1  think,  is 
the  one  you  specially  refer  to — 38  and  39. 

Mr.  Newlands.  Do  you  understand  that  under  section  39  of  the 
'Walker  bill  the  bank  is  compelled  to  make  redemption  of  its  notes? 

Mr.  Eckels.  Yes;  that  is  my  understanding.  I  was  under  the 
impression  that  there  was  a  distinctive  provision  on  the  subject. 

Mr.  FoWLEB.  There  is  some  section  that  provides  it  shall  be  in  silver 
or  in  these  notes,  but  that  is  all  there  is  to  it. 

MAINTAINING-  GOLD  BEDEMPTION  OF  NOTES. 

Mr.  Eckels.  Whether  or  not  there  is  a  provision,  I  think  there 
should  be  a  provision  that  the  banks  should  hold  themselves  ready  to 
redeem  their  own  notes  at  their  bank  counters  if  necessary. 
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Mr.  Nbwi-ands.  In  whatt 

Mr.  Eckels.  In  gold. 

Mr.  Nbwlands.  In  gold  alone? 

Mr.  Eckels.  I  would  not  permit  any  bank  to  issue  notes  if  it  did  not 
stand  ready  to  redeem  in  gold^  if  the  man  who  held  the  note  wanted 
gold. 

Mr.  Newlanbs.  But  you  are  not  prepared  to  say  that  this  bill  pro- 
vides for  such  gold  redemption? 

Mr.  Eckels.  I  think  it  provides  that'  the  ultimate  redemption  shall 
be  in  gold,  and  thei'e  may  be  a  current  redemption  in  something  else, 
but  there  is  a  provision  that  the  bank  at  all  times  has  to  maintain  the 
parity  of  the  various  forms  of  money,  which  is  simpty  a  way  of  indi- 
rectly saying  that  it  must  maintain  gold  payments. 

Mr.  Newlands.  I  will  bring  you  to  that  section — section  60, 1  believe 
that  is.    What  is  your  construction  of  that  section  f 

Mr.  Eckels.  My  construction  of  that  section  is  that  it  means  the 
maintenance  of  gold  payments  of  notes. 

Mr.  Newlands.  Section  50  is  as  follows : 

•  ■ 

Sec.  50.  That  any  uational-bankiDg  association  that  fails  to  keep,  use,  and  pay 
out  its  silver  coin  and  gold  coin  and  currency  notes  so  as  to  keep  all  three  kinds  of 
money  at  a  parity  each  with  all  the  others  shall  be  deemed  to  have  failed  to  pay  in 
coin  or  coin  certificates  on  demand  the  greenbacks  and  reserve  notes  or  other  notea 
signed  and  issned  by  its  officers. 

Now,  I  ask  you  what  your  construction  is  there  as  to  what  would  be 
required  in  order  to  maintain  the  parity! 

Mr.  Eckels.  My  construction  of  that  section  would  be  the  con- 
struction I  place  upon  the  present  duties,  under  existing  law,  of  the 
Secretary  of  the  Treasury — that  the  parity  of  the  moneys  in  circulation 
must  be  maintained,  and  that  if  anybody  wants  gold  it  is  the  duty  of 
the  Government  to  pay  gold.  What  Mr.  Walker's  construction  is  I 
can  not  say,  bat  that  is  the  construction  I  would  place  upon  it. 

The  Ghaibman.  That  is  my  construction.  It  means  that  the  banks 
shall  maintain  it  just  as  the  Government  does — take  the  place  of  the 
Government. 

Mr.  Newlands.  Then,"  according  to  your  view,  that  would  require 
gold  redemption  by  the  banks  of  silver  coins,  as  well  as  of  the  notes  of 
the  banks,  whether  legal-tender  or  reserve  notes,  just  as  redemption  is 
now  made  of  the  greenbacks  by  the  Treasury  Department! 

Mr.  Eckels.  Only  to  the  extent,  Mr.  Newlands,  that  the  banks  had 
deposited  and  the  Government  had  accepted  these  various  forms  of 
credit  currency  by  the  banks.  It  would  never  redeem  any  notes  not 
issued  by  the  banks. 

Mr.  Newlands.  Only  its  own  notes! 

Mr.  Eckels.  Only  its  own  notes. 

Mr.  Newlands.  And  the  Treasury  Department  has  to  redeem  the 
notes  of  all  banks  in  gold! 

Mr.  Eckels.  It  would  redeem  all  notes  that  the  banks  issued,  but 
the  redemption  is  to  be  made  out  of  a  fund  provided  by  the  banks,  not 
by  the  Government — that  is,  the  current  redemption — and  if  there  was 
a  failure  of  the  bank  to  provide  that  fund  for  current  redemption  pur- 
X>oses,  then  the  bank  would  be  declared  insolvent  and  its  assets  taken 
to  first  pay  its  obligations  to  the  Government,  in  the  meantime  the 
Government,  under  its  guarantee,  making  these  redemptions  of  the 
notes  of  the  failed  bank  out  of  the  Government's  fund. 

Mr.  Newlands.  Do  you  understand  that  this  action  would  give  the 
holder  of  the  bank  note  the  o]>tion  to  demand  from  the  bank  the  gold 
or  silver,  or  would  the  bank  have  the  option,  assuming  that  in  the 
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markets  of  the  country  they  had  an  exchangeable  value,  and  that  one 
was  not  at  a  discount  as  measured  in  the  other  f 

Mr.  Eckels.  I  think  the  holder  of  the  note  would  have  the  option. 
T  believe  that  would  be  an  element  entering  into  the  contract  between 
the  bank  and  the  holder  of  the  note,  just  as  that  element  enters  into 
the  contract  between  the  Government  now  and  the  holder  of  the  demand 
obligation  of  the  Government,  which  reads  payable  in  coin. 

Mr.  Newlands.  Is  that  correct,  according  to  your  idea,  Mr.  Walker! 

The  Ghaikman.  The  holder  of  the  note  has  a  right  under  this  con- 
tract to  have  his  money  kept  at  a  par  with  gold,  and  he  would  not  have 
the  right  to  demand  gold.  That  would  be  with  the  option  of  the  bank ; 
but  if  the  bank  refused  gold  in  such  manner  as  to  put  gold  at  a  pre- 
mium, then  the  bank  wo^d  be  insolvent;  just  as  the  Bank  of  France 
or  the  Bank  of  Germany  do  to-day;  you  can  not  get  gold  there  unless 
your  business  requires  it. 

Mr.  Eckels.  Except  as  is  paid  a  very  slight  expense,  which  it  costs 
the  Bank  of  France  to  collect  it  together.  This  payment  is  as  an  agency 
fee. 

The  Ghaibman.  Certainly. 

Mr.  Newlands.  Then  your  construction  differs  from  the  author  of 
the  bill  as  to  the  meaning  of  this  section  t 

Mr.  Eckels.  To  the  extent  that  I  do  not  think  you  do  maintain  the 
parity  of  the  moneys  unless  you  pay  the  money  out  that  the  man  who 
holds  the  note  wishes  to  be  paid  to  him. 

Mr.  Newlands.  Whereas  Mr.  Walker  contends  that  so  long  as  gold 
and  silver  have  an  interchangeable  value  in  the  country  and  by  the 
action  of  the  banks  silver  is  not  put  at  a  discount,  the  bank  has  the 
option  of  paying  in  either  gold  or  silver;  and  if  by  its  action  silver  is 
putiftt  a  discount  or  gold  at  a  premium,  then  the  bank  must  pay  in  gold 
or  be  guilty  of  an  act  of  insolvency. 

Mr.  Eckels.  But  the  question  of  the  exercise  of  the  option  could 
not  arise  as  long  as  these  dollars  were  at  a  parity  and  were  interchange- 
able without  loss  to  either  party.  If,  however,  circumstances  did  arise 
under  which  these  dollars  of  gold  and  silver  were  not  interchangeable 
without  loss,  the  bank  would  not  have  an  option  under  a  proper  system, 
but  the  note  holder  would  have  the  right  to  demand  the  metal  he  desires. 

The  Ghaibman.  That  is  my  position  exactly. 

Mr.  Eckels.  That  he  would  have  aright  to  demand  that  these  not§s 
be  paid  in  that  metal  which  sustains  itself,  being  gold. 

Mr.  Newlands.  But  I  understand  you  to  contend  that  the  same  con- 
struction should  be  given  to  the  parity  clause  of  this  bill  as  is  given  by 
the  Secretary  of  the  Treasury  to  the  parity  clause  in  the  Federal  law. 

Mr.  Eckels.  That  is  the  construction  that  I  would  place  upon  it. 

Mr.  I^EWLANDs.  Then,  according  to  that,  redemption  in  silver  or  gold 
at  the  option  of  the  holder  wx>uld  be  required,  even  before  they  had 
parted  as  to  interchangeable  value,  would  it  not? 

Mr.  Eckels.  Yes;  if  any  man  had  a  note  and  wanted  it  redeemed  in 
gold,  he  ought  to  be  entitled  to  demand  of  the  bank  that  he  be  paid  in 
gold. 

Mr.  Newlands.  So  that  would  be  your  construction  of  this  section  f 

Mr.  Eckels.  Yes. 

Mr.  Van  Voobhis.  In  other  words,  refusal  to  pay  gold  would  of  itself 
work  the  differentiation. 

Mr.  Newlands.  Now«  Mr.  Gomptroller,  what  construction  do  you  put 
upon  sectidu  7,  which  reads  as  follows : 

That  no  banking  association  shall  plead  in  defense  in  any  action  brought  against 
it  that  any  note  issaed  by  it  is  a  Unite<l  States  legal-tender  note. 
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Mr.  EoEi&LS.  I  suppose  that  is  to  prevent  the  bank  from  taking 
advantage  of  making  a  legal  tender  of  its  own  notes,  largely. 

Mr.  Newlands.  Bat  that  defense  can  be  made  by  a  bank  as  to  a  note 
issued  by  any  other  bank. 

The  Ohaibman.  That  is  it  exactly. 

Mr.  Eckels.  Yes. 

EFFECT  OF  H.  R.  171  ON  SILVER. 

Mr.  Newlands.  Now,  Mr.  Eckels,  we  will  assume  that  this  law  goes 
into  operation — that  it  is  accepted  by  the  banking  sentiment  of  the 
coant^ — ^that  the  greenbacks,  Treasury  notes,  and  silver  certifioates 
are  imprisoned,  and  that  bank  currency,  either  legal-tender  notes  or 
reserve  notes,  is  issued.  Where,  under  those  conditions,  would  the 
silver  in  the  country  be— the  silver  that  is  now  in  the  Treasury  of  the 
United  States  f 

Mr.  Eckels.  Well,  if  the  silver  certiiicates  are  used  as  a  part  of  your 
basis  of  note  circulation,  it  would  be  in  the  same  position  that  it  is 
now — the  holders  of  the  silver  certificates  would  be  entitled  to  the 
silver  standing  back  of  those  certificates. 

Mr.  Newlands.  When  you  speak  of  holding  silver  certificates  in 
reserve,  you  mean  the  reserves  of  the  banks  t 

Mr.  Eckels.  The  bill  provides  that  for  the  issuance  of  these  green- 
back notes  there  shall  be  deposited  coin,  silver,  and  silver  certifieates, 
and  the  bank  to  comply  with  that  provision  must  first  obtain  the  silver 
certificates,  and  those  silver  certificates  would  transfer  the  ownership 
of  so  many  silver  dollars  into  the  banks,  which  representatives  of  own- 
ership would  be  deposited  with  the  Government. 

Mr.  Newlands.  So,  aft^  such  silver  certificates  go  into  the  posses- 
sion of  the  Gk)vemment  they  are  destroyed,  under  the  provision  of 
this  Witi 

Mr.  Eckels.  Yes,  they  are  destroyed;  but  destroyed  during  the 
period  of  time  in  which  they  are  there  imprisoned,  and  after  that,  if  I 
understand  it,  it  is  the  design  of  the  bill,  to  substitute  for  so  much  of 
them  as  are  deposited,  gold  coin,  by  the  ultimate  redemption  of  the 
notes. 

Mr.  Newlands.  Substitute  wheref 

Mr.  Eokels.  To  the  holders  of  the  certificates  of  the  greenback  notes 
issued. 

Mr.  Newlands.  But  I  understand  the  purpose  of  this  act  is  to 
imprison  first  all  this  credit  money  of  the  United  States  excepting, 
perhaps,  silver. 

The  Chairman.  What  do  you  mean  by  imprisoni 

Mr.  Newlands.  That  is  the  word  used  by  Mr.  Eckels. 

The  Chairman.  After  the  bank  takes  it  and  pays  it  in  circulation, 
it  is  just  the  same  as  now. 

Mr.  Eckels.  The  basis  of  your  issue,  Mr.  Walker,  as  I  understand 
it,  is  that  you  have  the  banks  deposit  so  much  of  these  notes  with  the 
General  Government. 

The  Chairman.  They  destroy  them  and  put  new  notes  in  circulation. 
It  is  not  imprisoned  at  all. 

Mr.  Newlands.  Now,  we  will  assume  that  all  the  greenbacks  and 
the  Treasury  notes  and  silver  certificates  are  gathered  up  in  this  way 
by  the  banks  and  are  deposited  with  the  Unit^  States  Goverumentas 
a  basis  of  currency.  Then  I  understand  you  to  say  that  all 'that  paper 
would  be  destroyed  by  the  Government! 
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Mr.  Eckels.  Yes;  but  other  paper  iasued  in  lieu  of  it  through  the 
bmak. 

Mr.  Kewlands.  But  paper  issued  iu  lieu  of  it  would  be  bank  paper. 

The  Ghaibman.  But  legal-tender  notes  just  the  same. 

Mr.  Eckels.  But  right  .there,  Mr.  HHewlaDdfi,  I  take  it  the  ezpeeta- 
tion  of  Mr.  Walker  is  that  that  section  of  the  bill  which  provides  that 
no  notes  shall  be  issued  below  $3,  by  the  banks  or  by  the  Goyerment, 
will  release  a  large  amount  of  silver  coin  dollars  which  the  people 
would  be  willing  to  carry  around  for  use  in  daily  transactions. 

Mr.  ^BWLANDS.  What  amount  would  that  release  f 

Mr.  Eckels.  I  suppose  to  the  extent  that  one  and  two  dollar  bills 
are  in  eot^ulation  now. 

Mr.  Bbosius.  Under  this  bill,  when  it  oomes  in  to  complete  the 
effective  operation,  there  would  be  no  silver  certificates. 

Mr.  Newlai^ DS.  Can  you  tell  me  to  what  extent  the  place  of  one  and 
two  dollar  notes  would  be  taken  by  silver  f 

Mr.  Eckels.  Mr.  Walker  stated  that  the  Treasury  report  of  1895 
shows  there  were  one  and  two  dollar  bills  to  the  extent  of  $74,668,926 
in  circulation. 

Mr.  Newlani>s.  That  would  leave  in  the  United  States,  in  existence, 
about  $400,000,000  of  sUver  coin  and  bullion  ? 

Mr.  Eckels.  Yes. 

HILVEB  FOBCED  INTO  OIBCULATION. 

Mr.  Nbwlands.  Taking  into  consideration  the  silver  now  in  actual 
circulation — the  silver  that  would  be  forced  into  actual  circulation  by 
the  retirement  of  the  one  and  two  dollar  notes — we  would  have  a  bal- 
ance of  silver  somewhere  in  the  country  of  about  $400,000,000  f 

Mr.  Eckels.  Yes. 

Mr.  Nbwlands.  Where,  under  the  provisions  of  this  bill,  would  that 
silver  bet 

Mr.  Eckels.  So  much  of  it  as  is  represented  by  Treasury  notes  and 
silver  certificates  in  sums  above  $3  would,  to  the  extent  that  the  banks 
went  into  the  system  and  took  out  circulation,  be  locked  up,  and  instead 
these  greenback  issues  provided  for  in  Mr.  Walker's  bill  would  take 
their  place. 

Mr.  Newlands.  Where  would  it  be  locked  upf 

Mr.  Eckels.  It  would  be  locked  up  in  the  Treasury,  subtreasuries,  or 
wherever  provided. 

Mr.  Newlands.  Is  there  any  provision 

Mr.  Eckels.  It  provides  that  the  banks  shall  deposit  with  the  Treas- 
ury of  the  United  States  under  section  5,  page  8. 

Mr.  Newlands.  Shall  deposit  these  silver  certificates  and  Treasury 
notes— greenbacks — is  that  it? 

Mr.  Eckels.  Section  5  provides  as  follows: 

Sisc.  5.  That  every  association  q^ganized  nnder  this  act,  before  it  shall  be  aathor- 
ized  to  commenoe  a  banking  basiness,  shall  deliver  to  the  Treasary  of  the  United 
States  United  States  legal-tender  notes,  inclading  Treasury  notes,  or  coin,  or  coin 
certificates,  or  mixed,  as  provided  in  section  six,  in  amounts  as  foUows : 

Section  6  provides  what  the  percentage  shall  be  of  each. 

Mr.  Newlands.  That  is  true,  so  far  as  the  Treasury  notes,  coin,  coin 
certificates,  or  mixed  that  are  surrendered  by  tbe  banks  as  a  basis  of 
the  issue  of  currency.  Now,  after  that  surrender  takes  place,  and  after 
the  silver  certificates  and  the  Treasury  notes  and  the  greenbacks  are 
destroyed,  where  is  the  silver  which  these  silver  certificates  and  Treasury 
notes  represent  t 
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Mr.  EoEJiLS.  It  is  jast  where  it  is  now. 

Mr.  Newlands.  Where  it  is  now — in  the  Treasury  of  the  XJnited 
States? 

Mr.  Eckels.  Yes. 

Mr.  Kewlands.  Under  this  bill  woold  it  remain  in  the  Treasury  of 
the  United  States? 

Mr.  Eckels.  I  think  that  it  wonld.  Such  is  my  nnderstanding,  at 
least. 

Mr.  Newlands.  After  the  bill  went  into  operation  and  its  provisions 
were  accepted  by  the  banks,  I  understand  Mr.  Eckels  to  say  that  the 
silver  now  standing  back  of  the  Treasury  notes  and  the  silver  certifi- 
cates— which  would  be  destroyed  in  case  the  bank  bill  goes  into  opera- 
tion— would  remain  in  the  Treasury. 

The  Ghaibman.  How,  when  the  bill  provides  a  note  shall  be  paid  out 
for  every  silver  certificate  and  note  destroyed  t 

Mr.  Newlands.  I  was  asking  Mr.  Eckels  his  construction  of  this. 

Mr.  Eckels.  I  take  it  that  the  Treasury  notes  and  the  silver  certifi- 
cates and  the  coins,  etc.,  that  the  bill  provides  as  security  for  part  of 
the  circulation  shall  be  given  to  the  United  States  as  security  for  green- 
back notes — shall  remain  with  the  Treasury  of  the  United  States. 

The  Chairman.  No  ;  it  is  paid  in  as  free  money  in  the  Treasury,  to 
be  used  in  the  Treasury. 

Mr.  Eckels.  It  does  not  make  any  difiference  whether  it  is  a  special 
fund  or  among  the  free  moneys;  but  it  can  only  be  gotten  at  by  the 
redemption  of  something. 

The  Chairman.  Oh,  no;  the  silver  is  paid  out  when  the  silver 
certificates  that  were  issued  for  it  are  destroyed. 

Mr.  Newlands.  Is  that  your  understanding  of  the  bill,  Mr.  Eckels, 
that  this  $400,000,000  of  silver  which  formerly  backed  silver  certificates 
and  Treasury  notes,  will  go  into  the  general  fund  of  the  Treasury  to  be 
paid  out  in  the  payment  of  the  current  obligations  of  the  Treasury 
Department! 

Mr.  Eckels.  Mr.  Walker  makes  that  explanation  of  the  bill. 

The  Chairman.  That  is  the  text  of  the  bill— not  that  the  Treasury 
shall  pay  them  out,  but  he  shall  destroy  the  certificates  and  pay  out  in 
dollars;  that  is,  pay  the  silver  right  out. 

Mr.  Eckels.  But  as  I  understand  it,  this  stands  back  of  the  Treasury 
of  the  United  States  as  a  guaranty. 

The  Chairman.  Not  until  it  is  paid  right  in.  The  silver  certificates 
are  destroyed  and  the  gold  certificates  are  destroyed.  That  pays  the 
gold  and  silver  out,  instead  of  putting  the  certificates  into  circulation 
again.  Every  certificate  that  is  paid  in  is  destroyed  and  that  leaves 
the  money  free  in  the  Treasury  to  be  paid  out.  That  is  what  the  bill 
says.  It  does  not  contain  the  words  "free  to  be  paid  out,"  because 
that  is  not  necessary. 

Mr.  Newlands.  So  I  understand  that  when  the  gold  certificates  and 
the  silver  certificates  are  surrendered  to  the  United  States  Treasury 
the  banks  which  enter  those  certificates  t^Cke  out  the  coin? 

The  Chairman.  Yes,  sir. 

Mr.  Newlands.  Then  they  also  take  out  legal-tender  notes  and 
reserve  notes  in  addition? 

The  Chairman.  They  take  out  legal-tender  notes,  $100  for  every 
$100  of  lawful  money  they  pay  in,  simply  for  the  purpose  of  identify- 
ing what  bills  each  bank  shall  redeem. 

Mr.  Newlands.  Then  you  are  mistaken  in  the  statement  that  this 
$400,000,000  of  silver  woulfl  remain  in  the  Treasury? 
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Mr.  Eckels.  Under  Mr.  Walker's  explanation,  and  he  of  course 
knows  better  the  provision  of  the  bill  than  I  do. 

Mr.  Newlands.  I  was  asking  your  construction  of  this  act,  because 
we  wanted  to  know  your  views  with  regard  to  it. 

Mr.  Eckels.  What  section  is  that,  Mr.  Newlands  t 

Mr.  Newlands.  Look  at  section  21,  Mr.  Eckels,  if  you  please. 

Mr.  Eckels.  Yes. 

Mr.  Newlands.  Do  you  understand  that  under  that  provision  the 
silver  backing  the  silver  certificates  which  are  surrendered  to  the  Treas- 
ury, and  by  the  Treasury  Department  destroyed,  is  to  be  turned  over 
to  the  banks  surrendering  the  silver  certificates,  or  is  it  to  remain  in  the 
Treasury  of  the  United  States! 

The  Ghaibman.  It  is  to  remain  free  money  in  the  Treasury,  paid  out 
on  certificates  or  paid  out  for  any  dues. 

Mr.  Eckels.  My  understanding  was  that  it  would  remain  in  the 
Treasury,  whether  it  went  into  a  special  fund  or  whether  it  went  into  a 
general  fund — that  it  still  remained  as  a  security. 

The  Ghaibman.  Have  you  read  the  language — fhskt  is  not  it  at  all. 

Mr.  Eckels.  For  these  greenback  notes  issued  on  which  the  Gov- 
emment  makes  its  guaran^f 

The  Ghaibman.  They  are  destroyed  and  all  the  money  that  these 
certificates  are  issued  for  are  free  moneys  in  the  Treasury. 

Mr.  Eckels.  But  do  they  still  remain,  Mr.  Walker,  to  be  used  for 
whatever  puri)oses  the  Treasury  sees  fit? 

The  Ghaibman.  Gertainly;  the  coin — gold  or  silver. 

Mr.  Eckels.  What  I  am  trying  to  say  is  upon  the  point  of  the 
deposit  of  the  certificates — the  silver  or  the  gold  for  which  those  cer- 
tificates are  issued.    Is  it  not  turned  over  to  the  banks? 

The  Ghaibman.  Oh  no,  unless  they  exchange  it. 

Mr.  Eckels  (continuing).  But  remains  in  the  Treasury? 

Mr.  Newlands.  It  remains  in  the  Treasury. 

Mr.  Eckels.  Mr.  Walker  says  that  it  is  a  provision  of  his  bill  that 
this  is  to  remain  as  free  money  in  the  Treasury  to  be  used  for  any  pur- 
pose possible,  but  the  banks  do  not  have  the  greenbacks  to  which  they 
are  entitled  under  the  bill,  and  also  the  gold  or  the  silver  for  which 
those  greenbacks  stand,  any  more  than  they  have  the  silver  certificates 
now  and  the  silver  coin  standing  back  of  tiiem. 

Mr.  Newlands.  But  as  to  those  greenbacks — ^their  redemption  is 
backed  by  the  banks,  is  it  not,  and  not  the  Government;  that  is,  the 
bank  is  the  obligor  and  not  the  Government. 

Mr.  Eckels.  The  current  redemption  of  them;  yes. 

Mr.  Newlands.  Well,  then,  how,  in  that  case,  does  the  bank  get  an 
equivalent  for  the  silver  certificates  which  it  has  surrendered?  The 
bank  notes,  as  I  understand  it,  are  not  Government  notes ;  they  are  bank 
notes,  and  the  bank  is  the  obligor.  Now,  the  bank,  the  owner  of  the 
silver  certificates,  surrenders  those  silver  certificates  and  gets  what — 
simply  its  own  notes? 

Mr.  Eckels.  I  Judge  that  the  expected  advantage  to  the  banks  under 
the  plan  would  be  this,  that  they  deposit  100  cents  worth  of  paper,  gold 
or  silver,  and  they  get  instead  of  that  a  bill  calliDg  for  100  cents.  They 
obligate  themselves  to  currently  redeem  that  obligation  in  gold,  because 
of  the  additional  profit  of  having  given  to  them  100  cents  against  a 
security  worth  100  cents,  instead  of  being  as  now,  given  90  cents  for  a 
security  in  the  shape  of  a  bond  worth  110  or  115  cents.  In  addition, 
for  doing  this  they  are  permitted  to  issue  a  certain  amount  of  notes 
against  assets,  without  a  deposit  of  security.  I  snppose  that  is  the  way 
the  estimate  has  been  made  as  jto  the  profit  upon  these  notes. 
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CUBBEUT  AND  FINAL  SBDEKPTION. 

Mr.  Newlanbs.  Do  yoa  distiQgaish  bjL  ail  betveen  cofrent  rddemp- 
tion  and  ultimate  redemption  aB  to  the  obligor! 

Mr.  Eckels.  Yes. 

Mr.  Newlands.  With  reference  to  the  current  redemption,  tl^e  bank 
ujidertakes  to  do  that;  who  undertakea  the  ultimate  redemption  of  the 
notes  t 

Mr.  EOEELB.  The  notes  known  as  greeabaek  notes  are  simply  the 
substitution  of  an  obligation  vhich  now  rests  upon  the  Goyernmeiit, 
and  which  the  Government  is  bound  to  ultimately  redeem,  so  that  tha 
Government  is  only  compelled  to  redeem  those  notes  when  the  banks 
go  out  of  existence,  instead  of  being  compelled  to  redeem  them  both 
when  it  goes  out  of  eKistence  and  currently.  The  reserve  notes  are 
currently  redeemed  by  the  bank  and  only  ultimately  redeemed  by  the 
Government  in  case  the  bank  jGails,  at  which  time  the  guaranty  of  the 
Government  intervenes,  and  the  Government  recoups  itsdf  for  having 
taken  care  of  the  ultimate  redemption  of  the  reserve  notes  by  hav- 
ing the  assets  of  the  bank  placed  at  its  disposal  for  the  payment  id 
such  notes. 

Mr.  NEWLANB6.  1  understand  you  now.  Then  there  ia  a  difierenee 
as  to  the  ultimate  redemption  between  the  res^ve  notes  and  the  ulti- 
mate redemption  of  the  greenbacks  under  this  act! 

Mr.  Eckels.  No  5  except 

Mr.  KswLANDS.  That  is  to  say,  that  when  the  end  of  that  note  is 
reached,  the  Government  itself  redeems  the  legal-tender  note  without 
calling  upon  the  bank  in  anyway,  while  as  to  the  reserve  notes  the 
Government  redeems  them«  but  recoups  itself  with  that  redemption  out 
of  the  bank  assets. 

Mr.  Eckels.  It  redeems  the  reserve  notes  only  of  banks  which  fail. 
The  other  notes  the  bank,  if  solvent  when  it  goes  out  of  business, 
redeems,  or  when  it  does  not  wish  t^ose  notes  to  be  in  issue  any  longer 
it  redeems  them. 

Mr.  Newlands.  Does  the  bank  redeem  its  legal-tender  notes  when 
it  goes  out  of  business  t 

Mr.  Eckels.  Oh,  no;  as  to  the  greenback  notes,  as  I  understand  itf 
the  ultimate  redemption  rests  upon  the  Government. 

Mr.  Newlands.  Let  us  use  the  words  legal-tender  notes. 

Mr.  Eckels.  The  legal-tender  notes,  as  I  understand  it,  are  currently 
redeemed  by  the  banks  and  ultimately  redeemed  by  the  Governmmit, 
because  they  are  an  already  due  obligation  of  the  Government.  The 
reserve  notes  are  currently  redeemed  by  the  bank  and  ultimately 
redeemed  by  the  bank,  excepting  in  the  case  of  the  failure  of  the  bank, 
when  the  Government  intervenes  and  redeems  these  notes  and  recoups 
itself  from  the  failed  bank's  assets. 

Mr.  Ne WL ANDS.  So,  by  that  process,  the  silver  becomes  and  the  silver 
certificate  becomes  free  coin  in  the  Treasury  and  can  be  paid  out  by 
the  Government  in  its  current  expeusest 

Mr.  Eckels.  Yes;  the  benefit  under  Mr.  Walker's  explanation,  I 
believe,  is  figured  that  what  the  Government  receives  outside  of  not 
having  to  make  current  redemption,  it  has  this  much  fund  of  money  to 
use  for  its  current  needs,  whereas  now  it  can  not  have  any  daily  benefit 
of  the  bonds,  which  are  deposited  as  security. 

Mr.  Newlands.  What  would  the  effect  o£  that  process  be;  would 
the  Government  pay  out  this  silver  in  its  eurrent  expenditures,  and 
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thas  get  it  into  circalatioii  in  the  country,  ot  would  it  be  retained  in 
the  Treasury  of  the  United  States? 

Mr.  Ec£X!LS.  That  would  depend  a  great  deal  upon  the  condition  of 
bufiineBB  and  the  manner  in  which  the  Treasury  Department  was  eon- 
ducted.  There  is  now,  for  instance,  deposited  with  the  Secretary  loi 
tixe  Treasury  amounts  of  money  which  the  banks  put  there,  whi^  are 
used  as  current  funds,  and  I  suppose  it  is  paid  out  at  times  as  needed. 

Mr.  Newlands.  This  silver,  as  I  understand  it,  would  be  the  abso- 
lute property  of  the  Government  by  this  changed  process! 

Mr.  Eckels.  Yes;  except 

Mr.  Newlandb.  Instead  of  being  thei  property  of  the  holder  of  the 
silver  eertificates  it-would  be  free  silver  in  the  Treasury,  liable  to  be 
paid  out  at  any  time  in  its  expenditures? 

Mr.  Eckels.  But  with  the  Government's  guarantee  that  it  would 
t^e  care  of  that  upon  the  basis  on  which  these  notes  are  issued. 

Mr.  Newlands.  That  would  mean  the  Governiheut  guaranteeing  to 
maintain  the  parity  of  that  silver  with  gold;  is  that  it? 

Mr.  Eckels.  Ko;  the  Government  would  simply  guarantee  ultimate 
redemption  in  gold,  not  its  current  redemption  in  gold. 

Mr.  Newlands.  Of  the  silver  coin  itself? 

Mr.  Eckels.  Yes. 

Mr.  NswLAims.  In  its  current  redemption? 

Mr.  Eckels.  In  its  current  redemption. 

Mr.  Newlands.  How  do  you  distinguish  between  current  redemption 
and  ultimate  redemption?  Suppose  the  Government  of  the  United 
States  owes  me  for  service  $100  and  pays  me  $100  in  nlver  coin.  Do 
you  regard  it  as  current  redemption  or  ultimate  redemption  if  I  take 
it  to  the  Treasury  and  demand  gold? 

Mr.  Eckels.  I  regard  it  as  ultimate  if  the  notes  are  changed  and 
issued. 

Mr.  Newlands.  It  is  not  the  end. 

Mr.  Eckels.  Take  silver  coin.  If  that  is  put  in  circulation  again  it 
is  simply  current  redemption. 

Mr.  Newlands.  I  do  not  think  that  we  understand  each  other.  We 
will  assume  now  tha^t  the  banks  have  surrendered  the  silver  oertiflcates 
and  that  the  silver  coin  is  free  in  the  Treasury — $400,000,000  of  silver — 
and  that  the  Gk)vemment  would  pay  me  $100  in  silver  for  services 
rendered.  Now,  you  say  the  Government  does  not  have  to  make  cur- 
rent redemption,  but  is  to  make  ultimate  redemption  of  that  silver.  I 
ask  you  what  constitutes  the  di£ference.  Suppose  I  take  that  $100  to 
the  Treasury  of  the  United  States  and  demand  gold.  Do  you  call  that 
current  redemption  or  ultimate  redemption? 

Mr.  Eckels.  Well,  I  suppose  it  would  be  ultimate  redemption  until 
the  silver  was  issued  again. 

SEDEMPTlVE  MONEY  DEFINED. 

Mr.  Bbosius.  Oan  there  be  any  such  thing  as  ultimate  redemption 
of  money  that  is  itself  redemptive  money;  in  other  words,  is  it  correct 
speaking  to  say  that  a  silver  dollar  has  ultimate  redemption  where  it  is 
exchanged  for  gold,  a  silver  dollar  itself  being  redemptive  money — 
absolute  money? 

Mr.  Eckels.  Yes;  it  is  a  correct  thing  to  say.  As  a  matter  of  fioct, 
it  is  not  redemptive  money,  because  it  does  not  stand  by  itsdf— 4s  not 
supported  by  itself.  It  obtains  value  from  the  gold  with  which  the 
Government  maintains  it  at  a  parity. 
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Mr.  Bbosius.  If  the  la>Bv^  says  it  can  be  used  for  redeeming  other 
money  it  is  redemptive  money,  isn't  it! 

Mr.  EcKBLS.  Yes;  but  if  the  law  at  the  same  time  says  the  Govern- 
ment is  obligated  to  maintain  the  parity  of  that  metal  with  some  other 
metal  it  is  not,  correctly  speaking,  redemptive  money. 

Mr.  Bbosius.  That  is  effected  by  simply  exchanging  the  gold  doUar 
for  the  silver  dollar;  but  the  silver  dollar  takes  the  place  of  the  gold 
dollar  in  the  Treasury  and  goes  out  in  the  payment  of  the  expenses  of 
the  Government.  It  is  an  exchange  rather  than  a  redemption.  Bedemp- 
tion  carries  with  it  the  idea  that  the  thing  redeemed  is  done  for;  bat 
tlie  silver  dollar  is  not  done  for  at  all.    It  is  absolute  money. 

Mr.  Eckels.  I  think  the  term  current  redemption  is  used,  for 
instance,  as  Treasury  notes  are  taken  in  and  reissued. 

Mr.  Bbosius.  I  was  referring  more  especially  to  ultimate  redemption, 
I  think,  popularly  speaking,  for  current  redemption  that  would  be  all 
right.  * 

SILVEB  BEDBEMED  IN   GOLD. 

Mr.  Fewlands.  Then  your  theory  is  that  if  the  Government,  in  the 
payment  of  its  current  obligation  or  expenses,  paid  out  this  $400,000,000 
in  silver  and  got  it  into  general  circulation,  and  it  was  deposited  in  the 
banks,  the  banks  could  present  that  silver  to  the  Treasury  of  the  United 
States  and  demand  gold? 

Mr.  Eckels.  I  think  the  banks  would  deposit  it  and  take  out  these, 
if  they  wanted  to  take  out  additional  circulation  on  it. 

Mr.  Newlands.  They  could  take  out  additional  circulation,  there 
is  no  doubt  of  that,  but  could  they  not  also  present  that  silver  to  the 
Treasury  and  demand  gold? 

Mr.  Eckels.  I  have  no  doubt  that  if  the  metals  were  not  maintained 
at  a  par  the  Government  would  be  obliged  to  give  them  gold. 

Mr.  Newlands.  But  apart  from  the  question  whether  they  would 
give  them  gold  or  not,  under  your  construction  of  the  parity  act,  would 
not  the  United  States  Treasury  be  compelled  to  redeem  this  silver  coin 
in  gold  whenever  the  banks  presented  it? 

The  Ghaibman.  They  do  not  present  it,  they  can  not  present  it., 
under  the  bill. 

Mr.  Eckels.  I  think  it  would  be  compelled  to  redeem  it — ^that  is,  I 
think  the  Government  would  be  compelled  to  redeem  it  in  gold. 

Mr.  Newlands.  Then  you  would  do  away  with  this  endless  chain? 

The  Ghaibman.  How,  under  my  bill,  does  the  bank  acquire  any  right 
to  present  silver  when  the  bill  itself  makes  it  an  offense  if  the  bank 
does  not  keep  it  at  a  parity  with  gold?  I  do  not  see  how  they  could 
take  it  from  the  Government. 

Mr.  Kewlands.  I  am  assuming  that  parity  is  maintained;  that  there 
is  no  difference  whatever  in  the  value  of  gold  or  silver  in  the  United 
States,  and  that  the  banks  have  so  much  silver  and  present  it  to  the 
Treasury  of  the  United  States. 

Mr.  Eckels.  If  the  parity  is  maintained  there  is  no  danger  of  these 
dollars  being  presented  to  the  United  States  Treasury,  and  they  will  be 
presented  to  the  banks  in  the  individual  localities,  instead  of  having  to 
be  sent  to  Washington  or  to  San  Francisco. 

Mr.  Newlands.  You  say  there  will  be  no  danger  of  this  $400,000,000 
in  silver,  or  any  part  of  it,  being  forwarded  to  the  Treasury  of  the 
United  States  for  redemption  in  gold.  Assuming  that,  I  ask  you 
whether  the  banks  would  not  have  the  right  to  present  that  silver  to  the 
Treasury  of  the  United  States  and  demand  redemption  in  gold. 
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Mr.  Eckels.  Mr.  Walker  says  that  nnder  the  penalties  he  has  pro- 
vided in  this  bill,  ^rhile  they  might  have  the  right,  the  penalties  attach- 
ing to  it  would  not  make  them  wish  to  exercise  it. 

The  Chaibman.  I  say  under  the  bill  that  would  not  be  done.  They 
would  have  no  right  to  go  to  the  Government  whatever,  because  the 
bill  makes  it  an  act  of  suspension  if  they  themselves  do  not  maintain 
the  parity  between  gold,  silver,  and  paper. 

Mr.  Kewlands.  I  am  now  endeavoring  to  get  at  the  construction  of 
this  act  by  the  Comptroller  of  the  Currency,  and  I  would  like  to  have 
his  understanding  regarding  this. 

Mr.  Eckels.  I  have  no  doubt  that  all  the  silver  which  the  Govern- 
ment has  issued,  not  being  taken  care  of  by  the  banks,  the  Government 
would  be  responsible  for. 

Mr.  NewlaNds.  What  do  you  mean  by  responsible  for  it? 

Mr.  Eckels.  Compelled  to  keep  it  at  its  parity  with  gold. 

Mr.  Newlands.  How! 

Mr.  Eckels.  They  would  have  to  provide  the  means  for  doing  it. 

Mr.  Newlands.  To  what  means  do  you  refer? 

Mr.  Eckels.  Well,  they  would  have  to  have  gold  in  the  Treasury, 
but  that  question  would  not  arise  if  the  things  could  be  accomplished 
as  provided  by  Mr.  Walker,  putting  upon  the  banks  the  necessity  of 
continually  maintaining  the  parity  of  these  metals.  The  whole  thing 
would  turn  upon  the  ability  of  the  banks  to  maintain  the  parity  of 
these  metals.  There  is  this  to  be  remembered  in  connection  with  this 
matter,  that  the  stock  of  gold  will  continue  to  increase  in  this  country, 
while,  unless  some  new  provision  of  law  is  made,  the  stock  of  silver 
win  not. 

Mr.  Kewlands.  I  understand,  under  section  50,  that  any  national-, 
bank  association  that  fails  to  keep,  use,  and  pay  out  its  silver  coin  and 
gold  coin  and  currency  notes  so  as  to  keep  all  kinds  of  money  at  a 
parity  each  with  all  the  others,  shall  be  deemed  to  have  failed  to  pay 
in  coin  or  coin  certificates  on  demand  the  greenback  and  reserved  not^ 
or  other  notes  signed  and  issued  by  its  of&cers,  and  that  would,  as  I 
understand  it,  constitute  an  act  of  insolvency.    Is  that  correct? 

Mr.  Eckels.  The  act  of  insolvency  arises  from  its  not  redeeming 
its  notes,  either  in  gold  or  equivalent  to  gold. 

Mr.  ^EWLANDS.  It  says  it  shall  be  deemed  to  have  failed  to  pay  in 
coin. 

Mr.  Eckels.  Is  there  a  further  provision  of  the  act  explaining  what 
Is  meant  by  coin  payment? 

The  Chaibman.  This  section  50  explains  what  is  meant  by  coin  pay- 
ment. It  says  they  shall  redeem  in  coin,  because  while  we  have  silver 
we  can  not  make  any  more  stringent  provision  than  that.  Then  section 
50  is  put  in.  That  is  if  the  bank  reftises  to  pay  gold  it  puts  gold  at  a 
premium,  and  you  have  to  buy  it  in  the  market,  then  the  bank  has  failed 
to  redeem  in  coin;  but  if  the  payment  of  silver  to  an  individual  does 
not  put  gold  at  a  premium,  then  no  action  can  be  maintained  against 
the  bank  for  refusing  to  pay  gold.  That  is  the  way  it  is  in  Europe,  Ger- 
many, and  France. 

Mr.  Newlands.  Say  a  bank  has  $100,000  only  in  gold  and  $200,000 
in  silver^  and  the  fear  is  by  tendering  silver  to  the  man  who  demands 
redemption  it  may  put  gold  at  a  premium.  What  is  to  prevent  that 
bank  from  taking  its  silver  to  the  Treasury  of  the  United  States  and 
demanding  gold  and  thus  getting  gold  for  redemption? 

Mr.  Eckels.  The  fear  of  the  penalty  that  is  provided  by  the  provision 
of  the  act  if  it  does  not  maintain  the  parity  of  the  metals. 
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Mr.  Newlands.  As  I  mtdeistand  it,  it  is  m&intaining  the  parity  of 
the  metals  by  that  means.  It  is  paying  out  gold,  not  silyer,  and  it 
takes  its  silver  to  the  Treasory  of  the  United  States  and  gets  gold  fivr 
it^    Is  not  that  maintaining  the  parity? 

Mr.  BcKiCLS.  That  is  maintaining  the  parity,  bnt  the  other  thing 
woald  tend  to  break  down  the  parity. 

Mr.  Newlands.  What,  taking  the  silver  to  the  Treasury  Department 
for  redemption  in  goldf 

Mr.  EOKEL0.  I  think  sa 

Mr.  Newlanbs.  Very  well,  then,  if  that  is  the  case,  why  has  not 
taking  greenbacks  and  Treasury  notes  to  the  Treasury  Department  and 
deman£ng  redemption  in  gold  broken  down  the  parity  between  green- 
backs and  Treasury  notes  and  gold? 

Mr.  Eckels^  Possibly  I  shoidd  not  have  said  parity.  I  should  have 
said  breaking  down  the  credit  of  the  Government. 

Mr.  Newlands.  Breaking  down  the  credit  of  theGovernment,  or 

Mr.  Eckels.  And  injuring  the  credit  of  the  bank. 

Mr.  Kewlands.  The  credit  of  the  Government  would  not  be  broken 
down  if  it  redeemed  its  silver  in  gold,  would  it? 

Mr.  Eckels.  No,  I  do  not  think  it  would  break  the  credit  of  the 
Government  if  it  redeemed,  but  as  I  understand  it 

Mr.  Newlands.  The  credit  of  the  banks  would  not  be  broken  if  it 
got  gold  fcHT  silver  and  then  tendered  the  gold  in  redemption  of  its 
obligation? 

]£t*  Eckels.  No,  possibly  I  was  in  err<»  in  that.  This  is  a  matter 
that  Mr..  Walker  should  explain  in  detail.  But  it  is  the  expectation  on 
his  part  that  by  these  various  provisions  of  the  bill  which  he  has 
introduced  such  a  parity  would  be  maintained  by  the  banks  that  the 
circumstances  which  you  have  inquired  about  would  not  arise.  All 
the  silver  and  the  legal- tender  paper  issued  in  the  manner  provided  by 
this  act  the  (Government  would  be  obliged  to  take  care  of  under  its 
guaranty. 

GFEOGSAPHICAL  LOCATION  OF  GOLD. 

Mr.  Newlands.  Oan  you  tell  from  the  reports  that  have  been  made 
to  you  where  to-day  most  of  the  gold  of  the  country  is  located?  Have 
the  Eastern  banks  more  tti^n  the  Western  banks,  or  the  Northern 
banks  more  than  the  Southern  banks,  of  gold,  proportionately? 

Mr.  Eckels.  Tou  will  find  a  ftill  statement  on  this  subject  in  my 
annual  report  for  1896,  page  21.  In  order  to  make  it  a  part  of  the 
reccnd  I  wish  that  page  to  be  taken  as  a  part  of  my  answer. 

[Ammal  Beport  of  the  Comptroller  of  the  Currency,  1896,  p.  21.] 

The  total  cash  sod  the  part  thereof  of  gold  and  gold  oertifioateA  held  by  leporting 
banks,  in  each  geographical  division  is  as  follows : 


Geographical  diTision. 


Kew  Xbglftnd  States 

XaatarnStatM « 

Soathera  States 

^r  estem  States. .............. 

Paoifio  States  and  TerrltorleB. 

Total 


Total  cash. 


$35,689,272 
213, 129, 569 

29,086^601 
109,684,045 

25,634,762 


413, 124, 849 


AjDovii 
of  gold  and 
gold  oertUI- 


$15,403,768 

88,686^133 

9,568,183 

66,410,427 

19.606,880 


189,568,841 
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A  ooflBpAiison  of  the  money  holdings  ia  these  geographical  divisioBS  shows  that 
the  839  reporting  banks  in  the  New  England  States  held  but  $6,602,671  more  total 
cash  and  i&,Si5,5S5  more  sold  and  gold  certificates  than  the  676  reporting  banks  in 
the  Southern  States,  not  Tnclnding  Missouri;  the  1,275  banks  in  the  Eastern  States 
$108,544,994  mere  total  cash  and  ^2,169,706  more  gold  and  gold  certificates  than  the 
2y484  bankain  the  Western  States;  the  676  banks  in  the  Sonthem  States  $3,451,841 
more  total  cash  and  $1(^047,647  less  gold  and  gold  certificates  than  the  509  bianka  in 
the  Pacific  States  and  Territories;  the  829  banks  in  the  New  England  States 
$10,054,510  more  cash  and  $4,202,062  less  gold  and  gold  certificates  than  the  509 
bonks  in  the  Pactfie  States  and  Territories.  It  has  l^n  deemed  necessary  to  indi- 
cate the  location  of  banks  reporting  and  not  reporting  in  order  to  « re  a  proper 
measure  by  which  to  estimate  the  amount  and  character  of  cash  of  baxiks  not  report- 
ing. It  is  a  fair  estimate  to  be  drawn  from  reports  received,  and  in  view  of  their 
general  distribution  and  character,  and  the  proportion  of  cash  of  those  reporting 
to  total  cash  held  in  all  such  banks,  that  as  2,265,  or  24.4  per  cent  of  all  banks  and 
eooipaniee  other  than  national  banks  held  $34,484,737  in  gold  coin  and  gold  certifi- 
cateSy  the  whole  number  of  banking  institutions  and  companies  in  operation  in  the 
United  States  on  July  1,  other  than  national,  viz,  9,260,  held  on  that  day  in  gold 
coin  and  gold  certificates  $140,939,807.  Adding  to  this  amount  $161,853,560,  the 
totel  gold  coin  and  gold  oertificate  holdings  of  the  national  banks  on  July  14,  as 
hehif  the  same  as  held  by  all  of  them  on  July  1,  the  total  gold  and  gold  oertificate 
holdings  of  the  banks  of  the  country  on  that  day  was  $302,793,367. 

Mr.  Kewlands.  We  all  know  that  the  Pacific  States  and  Territories 
baye  more  gold  proportionately  than  any  other  States  becanse  they 
deal  almost  exelasively  in  metallic  money. 

Mr.  Eckels.  On  pages  20, 21,  and  22  of  the  report  will  be  fonnd  the 
diBtribation  geographically  of  the  eaah  and  the  claBsiflcation  of  the 
cash  of  the  banks  reporting  to  me. 

Mr.  Kewlands.  Assuming  that  the  $400,000,000  of  silver  now  in  the 
Treasury  becomes  free  and  is  paid  out  in  Ooyernment  exj^enditnre,  I 
ask  yon  whether,  in  yonr  judgment,  that  silver  would  land  principally 
ia  the  Eastern  banks  or  in  th^  Western  or  Southern  banks. 

TENBENOT  OF  MONET  TO  GONaSST  IN  LABOB  GENTEB8. 

Mr.  Eckels.  Well,  at  the  present  there  are  $15  in  gold  held  in  the 
banks  of  the  silver-producing  States  to  $1  in  silver.  The  tendency  of 
all  money  is  to  congest  in  large  centers. 

Mr.  Nbwlands.  Where  was  that  $15  of  gold  to  $1  of  silver! 

Mr.  Eckels.  In  the  silver-producing  States.    That  is  the  proportion. 

Mr.  Nbwlands.  Leaving  out  the  Pacific  Coast  and  the  mining  States, 
which  are  almost  exclusively  upon  a  metallic  basis,  and  considering  only 
the  Eastern  States,  the  Middle  Western  States 

The  Ghaibman.  You  mean  a  metallic  circulation. 

Mr.  Newlands.  Yes,  sir.  Taking  the  States  I  have  named,  and  the 
Southern  States^  where  do  you  think  this  silver  would  be  more  likely  to 
drift! 

Mr.  Eckels.  1  think  there  are  more  silver  and  silver  certificates 
probably  in  general  use  in  the  Southern  and  Middle  Western  States 
than  there  are  in  the  East. 

Mr.  Newlands.  Is  there  not  a  tendency  of  gold  to  collect  in  the 
great  cities— l^e  reserve  centers! 

AMOUNT  OP  GK>LI>  IN  SMALL  CITIES. 

Mr.  Eckels.  Ko;  except  to  the  extent  that  all  moneys  collect  in  the 
lesearve  cities.  I  think  it  is  rather  surprising  the  amount  of  gold  that 
is  in  the  smaller  places  as  shown  by  the  returns* 

Mr.  Newlands.  Yon  do  not  find  a  greater  disparity  between  silver 
and  its  paper  representatives  on  the  one  hand  and  gold  on  the  other  in 
the  countiy  banks  than  in  the  great  city  banks! 
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Mr.  Eckels.  No;  not  to  the  extent  generally  siix)po8ed.  I  was  sur- 
prised when  I  found  from  this  investigation  the  relative  proportion. 
Of  coarse  in  the  East,  where  the  advantage  of  the  longer  time  to  accu- 
mulate occurs  and  where  there  is  not  the  same  need  for  expenditures 
for  Improvements  in  the  way  of  buildings  and  that  sort  of  thing,  there 
is  naturally  more  money  and  probably  more  gold — always  excepting 
upon  the  Pacific  Coast,  where  it  is  used  in  daily  transactions.  ^ 

Mr.  Newlands.  Now,  as  between  a  bank  which  sought  to  collect 
the  gold  and  pay  out  its  gold  to  its  depositors  and  in  current  redemp- 
tion, and  a  bank  which  happened  to  have  the  bulk  of  its  money  in 
silver  and  paid  out  its  obligations  in  silver,  do  you  think  there  would 
be  any  bias  in  the  public  mind  as  against  the  gold  in  favor  of  the  other  t 

Mr.  Eckels.  I  think  each  individual  bank,  if  it  had  the  responsi- 
bility placed  upon  it,  would  take  care  of  itself— I  think  competition 
would  regulate  that. 

Mr.  Newlands.  Competition  would  induce  the  banks  that  wanted 
to  get  upon  the  best  basis,  to  maintain  gold  payment,  would  it  notf 

Mr.  Eckels.  Yes;  and  the  other,  to  maintain  its  patronage,  would 
do  the  same  thing. 

Mr.  Newlands.  So  they  would  both  be  competing  for  gold  and  both 
having  a  tendency  to  reject  further  deposits  of  silver,  would  they  notf 

Mr.  Eckels.  No.  Under  the  provision  of  this  bill  it  is  expected  that 
that  could  not  be  done,  that  the  banks  organized  under  it  would  have 
to  maintain  the  parity  between  these  metals.  I  have  no  doubt  they 
would  take  deposits  of  all  moneys  and  representatives  thereof. 

Mr.  Newlands.  There  would  not  be  any  tendency  to  discourage  the 
deposits  of  silver  ? 

Mr.  Eckels.  Hardly,  if  the  provisions  of  that  bill  were  carried  out 
and  could  accomplish  the  things  which  the  author  expects  the  bill  will 
accomplish.  People  are,  under  normal  conditions,  as  ready  to  accept 
silver  certificates,  silver  and  legal  tenders,  as  they  are  gold. 

Mr.  Newlands.  You  would  expect,  then,  that  under  this  act  the  exist- 
ing amount  of  silver  in  the  country  could  be  maintained  at  a  par%with 
goldf 

Mr.  Eckels.  I  think  the  United  States,  with  a  proper  banking  sys- 
tem, if  the  banks  were  given  the  privilege  of  issuing  all  the  credit 
currency  of  the  country,  would   probably  be  able  to   take    care  of     • 
$565,000,000  in  silver. 

Mr.NEWLANDS.  And  maintain  its  parity  with  goldf 

Mr.ECKELS.  Yes. 

PEESENT  AMOUNT   OF  SILVER  CUBBENCT. 

Mr.  FOWLEB.  What  is  the  point  of  saying  $605,000,000  of  silver. 

Mr.  Eckels.  That  is,  as  I  remember  it,  the  present  amount  of  our 
silver  currency.  I  do  not  think  the  country  could  take  care  of  any 
more. 

The  Chaibman.  Is  $565,000,000  the  present  amount  of  silver  in  cir- 
culation t 

Mr.  Eckels.  Yes;  there  is  almost  that  amount.    I  inclade  in  that  -^ 

the  Sherman  notes.    I  think  there  is  about  that  amount  of  silver. 

Mr.  Newlands.  Would  you  regard  it  as  an  advantage  and  strength- 
ening of  our  monetary  system  if  the  commercial  value  of  that  silver 
were  equal  to  its  coinage  value  f 

Mr.  Eckels.  Only  to  the  extent  that  we  would  not  then  have  to 
worry  about  the  parity  between  the  two  metals. 
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Mr.  Nbwlands.  Do  you  regard  that  as  much  of  a  woiyyt 
Mr.  Egeiels.  It  has  been  a  great  source  of  worry  in  the  last  few 
years. 
Mr.  NbwIjAnds.  Is  it  a  matter  of  worry  nowt 

SILYEB  OOINAaE  AGITATION  ENDED. 

Mr.  Eckels.  No;  but  simply  for  the  reason  that  people  seem  to  be 
pretty  well  satisfied  that  we  have  gotten  to  the  end  of  the  agitation  for 
silver  coinage. 

Mr.  Newlands.  Is  it  a  matter  of  any  worry  as  to  the  future — any 
anxiety  as  to  the  future  t  Do  you  fear  at  all  that  the  Government  will 
be  called  upon  to  make  gold  redemptioni  as  heretofore,  and  to  issue 
bonds  for  that  purpose  f 

Mr.  Eckels.  I  suppose  that  there  might  an  occasion  arise  when  it 
would  be,  but  the  prudent  thing,  it  seems  to  me,  is,  when  there  seems 
to  be  no  occasion  to  fear  any  such  thing,  to  get  rid  of  the  means  which 
makes  it  a  possibility  in  the  future. 

Mr.  Newlands.  Now,  the  ultimate  cause  of  this  worry  is  the  dispar- 
ity between  the  bullion  value  of  silver  and  gold,  is  it  not? 

Mr.  Ecs:E£LS.  Yes;  that  the  Government  is  continually  called  upon  to 
give  artificial  value  to  a  part  of  the  money. 

INTERNATIONAL  ACTION  ON  SILVER. 

Mr.  Newlands.  If  it  were  possible,  by  international  action  or  national 
action,  to  so  increase  the  use  of  silver  as  to  restore  that  parity,  would 
you  regard  it  as  a  desirable  thing,  or  not? 

Mr.  Eckels.  I  do  not  see  that  it  would  add  to  the  actual  benefit  of 
the  people  to  have  a  larger  use  of  silver.    The  only  benefit  would  be 

Mr.  Newlands.  I  am  addressing  myself  only  to  the  parity  now. 

Mr.  Eckels.  The  only  benefit  would  be  that  there  would  be  removed 
the  fact  that  a  part  of  the  money  is  artificial  as  to  its  value  instead  of 
itself  carrying  the  full  value  which  it  purports  to  carry. 

CONSTITUTIONALITY  OP  PROPOSED  LEGAL  TENDERS. 

Mr.  Brosius,  I  would  like  to  know  whether,  in  your  judgment — I  do 
not  know  that  you  are  a  lawyer,  but  I  presume  you  are — the  issue  by 
banks,  under  the  conditions  proposed  in  the  bill  now  before  us,  of  legal- 
tender  notes,  would  be  constitutional. 

The  Chairman.  It  doesn't  provide  for  that. 

Mr.  Eckels.  The  Supreme  Court  stretched  the  Constitution  once, 
and  I  presume  it  could  again. 

Mr.  Brosius.  The  plan  proposed  is,  for  the  Government  to  issue  to  the 
banks  legal-tender  notes,  which  the  banks  shall  issue.  If  you  say  these 
are  issued  by  the  Government  they  are  in  the  same  attitude  as  the 
present  legal  tenders,  and,  of  course,  they  are  constitutional.  My  point 
is,  whether  it  is  obnoxious  to  constitutional  objections  for  the  Govern- 
ment to  authorize  banks  to  issue  legal-tender  money. 

The  Chairman.  The  bill  doesn't  say  that  they  shall  print  and  deliver 
to  the  banks  the  legal-tender  notes,  or,  in  the  language  of  the  bill — 

That  the  Secretary  of  the  Treasury  is  hereby  authorized  to  issue  United  States 
legal-tender  notes  desoribed  iu  section  3  of  the  act  of  March  3,  1863. 

Mr.  Brosius.  And  the  bank  shall  issue  them.  The  present  law 
authorizes  the  banks  to  issue  money,  but  that  is  not  a  legal  tender.   It 
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is  the  same  thing  for  the  law  to  authorize  the  Goyernment  to  sapply 
these  banks  with  paper  money  under  this  bill,  but  under  this  bill  this 
money  is  legal  tender.  The  point  is,  whether  that  is  obnoxious  to  the 
Oonstitution  or  not. 

Mr.  Eckels.  I  think  if  the  Oonstitution  was  stretched  so  as  to 
cover  the  greenbacks  it  would  cover  this. 

DECISION  OF  THE  SUPREME   COURT. 

Mr.  FowxER.  Does  not  that  decision  that  the  Supreme  Oourt  rendered 
when  the  question  was  brought  up  as  to  the  power  to  reissue  immedi- 
ately cover  that,  giving  Congress  a  right  to  make  anything  a  legal 
tender! 

Mr.  Oox.  It  doesn't  go  that  far. 

Mr.  Eckels.  I  do  not  believe  it  is  right,  but  it  is  the  decision  of  the 
court,  and  it  is  just  as  effective  for  the  purpose  to  be  accomplished  as 
though  it  was  right. 

Mr.  Bbosius.  Could  Congress,  under  the  Constitution,  make  the  pres- 
ent bank-note  currency  legal  tender! 

Mr.  Eckels.  It  did  make  the  Treasury  issues  legal  tender,  and  the 
Supreme  Qourt  upheld  them.  It  says  that  they  could  make  anything 
legal  tender.    I  do  not  believe  that  is  right. 

Mr.  Cox.  I  agree  with  you,  Mr.  Eckels,  that  it  is  not  right. 

Mr.  Eckels.  But  it  is  the  law. 

STANDARD  OF  VALUE. 

Mr.  Fowler.  In  your  hearings  here  I  have  gathered  that  in  your 
judgment  the  matter  that  to-day  is  causing  more  unrest  and  the  source 
of  more  trouble  than  any  other  is  the  doubt  about  our  national  credit, 
and  therefore  the  first  object  of  a  comprehensive  measure  would  be  to 
establish  irrevocably  the  standard  of  value  of  this  country. 

Mr.  Eckels.  That  is  the  largest  element. 

Mr.  Fowler.  Therefore  that  should  be  the  consideration  in  any 
measure. 

Mr.  Eckels.  That  has  been  established  for  sixty  years. 

Mr.  Fowler.  But  established  irrevocably.  I  suppose  that  could  be 
done.    It  is  possible,  is  it  not! 

Mr.  Eckels.  I  am  sure,  Mr.  Fowler,  that  it  is  thoroughly  wise  to 
emphasize  the  fact  that  the  United  States  maintains  the  gold  stand- 
ard; and  that  fact  is  emphasized  by  the  fact  that  it  is  made  incumbent 
that  all  credit  issues  of  the  banks  shall  be  redeemed  in  gold. 

Mr.  Fowler.  But  is  there  anything  in  this  measure  that  any  more 
prominently  fixes  in  the  mind  of  the  public  that  gold  is  the  standard 
and  that  no  other  standard  will  be  recognized,  than  exists  to-day  in  the 
mind  of  the  public! 

Mr.  Eckels.  I  take  it  under  the  construction  of  the  clause  about 
maintaining  the  parity  that  that  is  the  provision  with  which  Mr.  Wsdker 
sets  forth  the  establishing  of  the  standard. 

Mr.  Fowler.  But  it  would  be  no  stronger  than  our  present  position 
unless  you  assume  that  the  power  of  the  banks  is  greater  than  that  of 
the  Government,  would  it  not — its  position  is  the  same! 

Mr.  Eckels.  Yes;  but  the  assumption  is 

Mr.  Fowler.  To  that  extent  it  does  not  fix  it  any  more  definitely  in 
the  public  mind  than  it  is  now  fixed,  does  it! 

Mr.  Eckels.  Except  that  it  takes  away  the  current  redemption  of 
these  demand  obligations. 
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Mr.  FowLEE.  They  are  left  to  the  banks  to  be  currently  redeemed  t 

Mr.  ECKBLS.  Yes. 

Mr.  FowLEE.  Therefore  the  only  difference  is  you  have  not  added 
anything  to  the  strength  or  the  permanency  of  the  gold  standard  except 
so  far  as  you  may  assume,  or  I  may  assume,  that  the  banks  can  more 
easily,  more  certainly,  maintain  redemption  than  the  Government  itself 
cant 

The  Chaieman.  I  will  admit  that.  You  know  they  can  do  so;  don't 
you  know  they  can! 

BETIEEMENT  OF  LEGAL  TENDEES. 

Mr.  FOWLEB.  I  think  I  do.  Kow,  in  the  second  place,  the  next  point, 
as  I  understand  your  remarks,  that  is  of  essential  importance  is  that 
all  the  demand  obligations  of  this  Government  should  be  retired.  Is 
that  truef 

Mr.  Eckels.  That  is  right. 

Mr.  Spalding.  But  not  now;  that  is  what  he  says. 

Mr.  Eckels.  I  said  gradually. 

Mr.  FowLEE.  The  question  is  that  that  is  the  next  thing.  Is  it  your 
judgment  that  the  effect  of  this  measure,  admitting  that  the  Govern- 
ment would  be  bound  to  mietintain  the  parity,  as  you  have  stated  in 
answer  to  Mr.  Kewlands,  and  that  this  bill  will  virtually  strengthen  the 
situation  of  it  or  improve  it 

Mr.  Eckels.  The  provision  of  the  bill  looking  toward  the  imprison- 
ment of  the  demand  obligations  of  the  Government  I  think  would 
strengthen  the  situation.  I  said  at  the  outset  that  myjown  view  of  the 
thing  was  not  imprisonmeut  but  permanent  disposition  of  them. 

Mr.  Newlanbs.  Mr.  Walker  contends  that  this  does  permanently 
dispose  of  them. 

Mr.  Eckels  (continuing).  But  Mr.  Walker  contends,  and  others  con- 
tend, that  that  is  not  a  practical  thing.  That  is  a  matter  that  is  not 
for  me  to  determine.  That  is  a  matter  which  is  for  the  members  of 
the  committee  to  determine,  who  are  making  the  bill,  and  for  Congress. 

Mr.  FowLEB.  The  point  is  this,  and  I  think  you  answered  that  way — 
and  I  agreed  with  your  conclusion — ^that  the  Government  would  have 
to  maintain  the  parity  of  the  metals  if  there  were  $400,000,000  or 
9500,000,000  in  silver  out,  and  as  Mr.  Newlands  put  it,  if  a  bank  had 
$100,000  of  gold  and  $200,000  of  silver  and  in  order  to  strengthen  its 
position  it  says  "  We  want  $100,000  more  gold,''  they  take  $50,000  in 
silver  to  Washington  or  New  York  and  say,  "  We  want  $50,000  gold 
for  this,"  and  that  might  happen  in  the  case  of  1,000  banks  at  the  same 
time.  Do  you  not  think  that  the  Government  would  be  found  to 
respond  to  the  request  of  those  banks  t 

Mr.  Eckels.  I  will  say  frankly,  Mr.  Fowler,  that  I  think  that  as  long 
as  there  is  a  currency  in  circulation  which  does  not  maintain  itself, 
there  is  always  danger  to  the  Government. 

Mr.  FowLEE.  The  point  is  this:  That  if  the  preponderance  of  the 
cheai)er  or  the  weaker  money,  metal  or  paper,  passes  beyond  the  point 
of  saturation,  which  is  simply  that  that  meets  its  needs,  that  would 
naturally  go  oack  for  redemption. 

Mr.  Eckels.  Every  dollar  that  is  out  that  is  not  needed  will  go  back 
for  redemption. 

Mr.  FoWLEE.  So  if  you  actually  absorb  the  silver  in  the  channels  of 
trade  through  the  provisions  made  for  its  us6,  and  the  banks  had  a 
smaller  amount  of  (;old  than  silver,  it  would  want  to  have  silver  to 
strengthen  its  position. 
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Mr.  EOEELS.  That  is  likely  so,  bat  that  is  a  matter  which  Mr.  Walker 
believes  he  has  covered  in  his  bill  by 

Mr.  FowiiES.  That  woald  be  a  silver  chain  instead  of  the  greenback 
endless  chain. 

Mr.  EOEELS.  I  do  not  think  he  anticipates  such  a  thing  would  happen. 

Mr.  FowLEB.  I  say,  would  not  that  result — ^isn't  that  truef 

The  Ohaikman.  I  would  like  to  have  the  Comptroller  tell  us  how 
a  man  is  going  to  take  sUver  and  ask  redemption  when  the  banks 
themselves  are  compelled  to  keep  the  silver  at  a  parity  with  gold. 

Mr.  FowIjEB.  Where  is  he  going  to  get  it — where  are  the  banks  going 
to  get  it,  except  from  the  Government  f 

The  Ghaibman.  You  might  as  well  ask  the  question  about  the  air 
that  we  breathe — ^how  are  we  going  to  get  thatf 

Mr.  FowLEB.  I  have  always  heard  that  the'poorer  metal  would  chase 
out  the  good  metal. 

The  Ghaibman.  It  would  if  they  were  compelled  to  pay  out  this 
metal.  It  is  like  putting  a'  dam  across  a  stream  to  keep  the  water  from 
going  to  its  common  level. 

aOVSBNUBNT  DIVOBOEB  FBOM  BANKING   BUSINESS. 

Mr.  Bbosius.  If  this  bill  goes  into  effect  the  Goveipiment  is  not  ,in 
the  banking  business  at  all. 

Mr.  Eckels.  I  suppose  the  theory  upon  which  the  provisions  of  the 
bill  are  based  as  to  the  silver  in  the  country,  is  that  the  banks  will  be 
able  to  sustain  the  parity  of  the  amount  of  silver  now  in  circulation 
without  expecliktion  of  its  increase  with  gold,  and  that  they  are  better 
able  to  do  it  than  the  Government. 

Mr.  Hill.  Aside  from  the  parity  clause  in  this  bill,  isn't  it  entirely 
possible,  under  the  provisions  of  this  bill,  for  a  bank  to  redeem  all  its 
obligations  in  silver! 

Mr.  [Eckels.  It  subjects  itself,  under  the  bill,  to  a  certain  tax  if  it 
does  not  maintain  the  parity. 

Mr.  fiiLL.  But  I  say,  aside  from  the  parity  clause,  isn't  is  possible 
under  the  other  provisions  of  the  bill  to  redeem  all  its  obligation  notes 
of  both  kinds,  and  everything,  in  silver.  The  provision  is  that  they 
shall  pay  in  coin  or  coin  certificates.  It  does  not  say  gold  or  sjlver, 
and  the  only  thing  that  prevents  these  banks  going  entirely  to  a  silver 
basis  is  that  provision  of  parity.  Fow,  when  you  come  to  the  provision 
of  parity,  that  is  not  limited  to  redemption  of  notes,  but  it  is  in  the 
payment  of  every  obligation — dex>osits  and  everything  else,  that  it  has 
got  to  maintain  the  parity  of  the  various  kinds  of  currency.  Oan  it  be 
donet 

Mr.  Eckels.  Under  my  construction  of  that  section  and  the  con- 
struction I  stated  to  Mr.  Fewlands  some  time  ago,  I  would  deem  a 
bank  to  be  committing  an  act  of  insolvency  if  it  did  not  redeem  its 
notes  in  gold  on  demand. 

Mr.  Hell.  Under  that  parity  clause  only;  that  you  would  consider 
covered  everything  else! 

Mr.  Eckels.  Yes. 

Mr.  FowLEB.  If  they  all  came  in  insisting  on  goldt 

Mr.  Eckels.  It  is  very  much  like  the  case  when  the  coustitntion 
was  presented  to  Gouvemeur  Morris,  of  New  York,  and  he  was  asked 
what  he  tbought  about  it.  His  reply  was  that  it  depended  upon  how 
it  was  construed.  So  the  construction  of  that  clause  is  vital,  and  to 
make  it  so  it  ought  to  be  held  that  if  the  bank  failed  to  redeem  upom 
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the  demand  of  the  note  holdeoc  in  gold  it  woold  commit  an  act  of 
insolvency. 

Mr.  Newlands.  How  about  the  depositor  t 

Mr.  EOEELS.  And  the  same  role  should  apply  to  the  demand  of  a 
depositor. 

Mr.  Hill.  In  the  iirst  draft  of  the  bill  it  waa  provided  that  the 
redemption  fund  should  be  paid  out,  but  under  the  last  reprint  of  the 
bill  the  redemption  fund  has  been  stricken  out  and  the  general  provi- 
sion is  now  to  maintain  the  parity  of  all  money  for  any  money  it  pays 
out,  deposits  or  redemption  fund  or  anjrthing  else,  and  the  only  resource 
the  bank  has  is,  it  can  pay  out  what  it  pleases  by  paying  to  the  United 
States  Government  an  interest  account  on  the  deficiency  of  its  reserve 
of  4  per  cent  per  annum  on  that  deficiency.    Am  I  correct  t 

Mr.  Eckels.  Please  repeat  your  question. 

Mr.  Hill.  I  say  it  has  the  option  of  withdrawing  from  the  parity 
clause  by  paying  to  the  United  States  Government  such  a  sum  as  would 
be  represented  by  4  per  cent  interest  on  its  deficiency  of  reserve,  but 
if  its  deficiency  of  reserve  is  kept  up  to  the  full  amount  it  can  pay  sil- 
ver or  greenbacks  or  gold,  as  it  chooses. 

Mr.  EoKBLS.  But  not,  if  my  construction  is  correct,  that  an  act  of 
insolvency  would  be  committed.  However,  those  matters  would  prob- 
ably largely  regulate  themselves  except  in  extreme  conditions,  as  we 
see  now.  People  in  normal  times  would  not  be  demanding  a  particular 
kind  of  money.  In  a  general  way,  I  think  it  is  fair  to  me  to  say  that 
the  explanation  of  the  various  provisions  of  these  bills,  which  have 
been  drawn  by  the  gentlemen  presenting  them,  ought  to  rest  largely 
upon  their  explanation,  not  mine.  I  simply  can  stiite  some  general 
views  on  the  subject,  and  must  leave  to  the  others  to  explain  the  intri- 
cacies of  the  details  thereof. 

OPINION  OF   THE  COMPTROLLER. 

The  Chairman.  It  is  due  to  me  to  ask  you,  Mr.  Eckels,  whether  I 
have  gotten  your  opinion  upon  this  bill  before  you  came  here,  or 
whether  we  have  consulted  about  it  except  about  it  being  properly 
phrased  when  you  were  reading  it  over  with  me.  I  want  to  know 
whether  this  matter  has  ever  been  mentioned  between  you  and  me 
except  that  way. 

Mr.  Eckels.  Ko. 

The  Ohairman.  This  is  the  first  time  I  ever  have  known  what  you 
really  thought  of  or  would  say  of  the  bill. 

j^.  Eckels.  In  the  treatment  of  all  these  bills  I  have  been  very 
glad  to  fiirnish  the  various  gentlemen  who  are  interested  in  them  such 
statistical  information  as  they  have  wanted.  I  have  Aimished  Mr. 
Fowler  with  a  good  deal,  and  I  have  furnished  Mr.  Walker  with  a  good 
deal.  I  will  be  very  glad  to  furnish  them  or  any  other  gentleman  on 
the  committee  with  any  other  information  in  my  power. 

Mr.  Nbwlands.  None  of  us  regards  Mr.  Eckels  as  an  accomplice  in 
this  bill. 

The  Chairman.  To-morrow  has  been  assigned  to  the  international 
banking  bill. 

Thereupon  the  committee,  at  4  o'cloek  p.  m.,  ai^oumed. 
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Committee  on  BANKiNa  anb  Oubbenoy, 
Washington^  1),  C,  Monday,  Febrtiary  8,  1897^ 

The  committee  met  at  10.30  a.  m. 

Members  present:  The  chairman  (Mr.  Walker)  and  Messrs.  Brosius, 
Johnson,  Van  Voorliis,  Fowler,  Spalding,  Galderhead,  Hill,  Oooke,  Oox, 
Stallings,  Black,  Xewlands,  and  Hendrick. 

Hon.  James  H.  Eckels,  Comi)troller  of  the  Currency,  appeared  before  ~^ 

the  committee  and  continued  his  statement  begun  on  January  28, 1897. 

STATEMENT  OF  HON.  JAMES  H.  ECEJILS,  COMPTBOLLEB  OF  THE 

CUEEENCT— Gontinned. 

The  Chairman.  Allow  me  to  say  that  the  business  before  this  com- 
mittee is  considering  bills  which  were  referred  to  this  oommittee,  and 
which  were  introduced  by  Mr.  Walker,  Mr.  Cox,  Mr.  Hill,  Mr.  Fowler, 
and  Mr.  Brosius.  However  interesting  discussions  in  other  directions 
may  be,  they  are  not  in  order.    Mr.  Cox  has  the  floor. 

Mr.  Cox.  Have  you  a  copy  of  the  bill  H.  E.  1999  before  you  there  t 

Mr.  Eckels.  Yes. 

Mr.  Cox.  I  shall  confine  my  short  examination  to  the  explanation  of 
this  bill. 

[H.  B.  1990,  Fifty-fonrth  Congress,  first  sassion.] 
A  BILL  to  regulate  natioxuil  currency  and  provide  for  national  money. 

Be  it  mulcted  by  the  Senate  and  Souae  of  Repreeeni^itives  of  the  United  States  of  America 
in  Congress  assembled,  That  so  mnch  of  all  acts  and  parts  of  act4  as  reqnlre  or  author- 
ize the  deposit  of  United  States  bonds  to  secure  circulating  notes  issued  by  national 
banking  associations,  or  as  require  such  associations  to  deposit  or  keep  on  deposit 
United  States  bonds  for  any  purpose  except  as  security  for  public  money,  be,  and 
the  same  are  hereby,  repealed  as  to  associations  taking  circulation  under  this  act; 
and  notes  issued  under  this  act  shall  not  contain  the  statement  that  they  are  so 
secured. 

Sec.  2.  That  any  national  banking  association  organized  as  now  provided  by  law, 
and  any  national  banking  association  hereafter  organized,  may  take  oat  circulating 
notes  to  an  amount  not  exceeding  seyenty-five  per  centum  of  its  paid-up  and  unim- 
paired capital  upon  depositing  with  the  Treasurer  of  the  United  States  currency 
certificates  issued  under  section  fifty-one  hundred  and  ninety-three  of  the  Beyised 
Statutes  of  the  United  States,  or  United  States  legal-tender  notes,  including  Treas- 
ury notes  issued  under  the  act  approved  July  fourteenth,  eighteen  hundred  and 
ninety,  entitled  ''An  act  directing  the  purchase  of  silver  bulBon  and  the  issue  of 
Treasury  notes  thereon,  and  for  other  purposes,''  and  other  lawful  money  of  the 
United  States,  at  the  discretion  of  the  Secretary  of  the  Treasury,  as  a  guaranty  fbnd 
equal  to  thirty  per  centum  of  the  circulating  notes  applied  tor.  Tne  association 
making  such  deposit  shall  be  entitled  to  receive  from  the  Comptroller  of  the  Cur- 
rency circulating  notes  in  denominations  of  ten  dollars  and  multiples  thereof  in 
blank,  registered  and  countersigned  as  provided  by  law ;  and  all  such  notes  shall 
constitute,  and  are  hereby  declared  to  be,  a  first  lien  upon  all  the  assets  of  the  asso- 
ciation issuing  the  same.  All  circulating  notes  furnished  to  national  banking 
associations  under  this  act  shall  be  uniform  in  design;  and  the  Comptroller  of  the 
Currency  is  hereby  authorized  and  directed  to  have  prepared  and  keep  on  hand, 
read;^  for  delivery  on  application,  a  reserve  of  blank  notes  for  each  national  banking 
association  having  circulation ;  but  such  reserve  for  each  bank  shall  at  no  time  be  in 
excess  of  the  di^rence  between  the  amount  of  its  notes  then  outstanding  and  the 
total  amount  which  it  is  by  this  act  authorized  to  receive. 

Sec.  3.  That  in  lieu  of  all  existing  taxes  each  national  banking  association  taking  >^ 

out  circulation  under  this  act  shall  pay  to  the  Treasurer  of  the  United  States,  in  the 
months  of  January  and  July  of  each  year,  a  duty  of  one-fourth  of  one  per  centum 
for  each  half  year  upon  the  average  amount  of  its  notes  in  circulation;  and  in  com- 
puting such  average  all  notes  issued  by  such  association  and  not  actually  retired 
from  circulation  in  the  manner  here! natter  provided  shall  be  included. 

Skc.  4.  That  each  national  banking  association  shall  redeem  its  notes  at  par  on 
presentation  at  its  own  office  and  at  such  agencies  as  may  be  designated  for  that 
purpose  by  the  Comptroller  of  the  Currency ;  and  whenever  such  association  desires 
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to  retire  the  whole  or  any  part  of  its  circolatioii;  the  notes  to  be  retired  shall  be 
forwarded  to  the  Comptroller  of  the  Currency  for  cancellation,  and  thereupon  a  sum 
eyoLAL  to  thirtv  per  centum  of  such  canceled  notes  shall  be  returned  to  the  associa- 
tion, in  lawful  money  of  the  United  States.  Defaced  and  mutilated  notes  and  notes 
otherwise  unfit  for  circulation  which  have  been  redeemed  by  any  association  may 
be  returned  to  the  Comptroller  of  the  Currency  for  destruction  and  reissue,  as  now 
provided  by  law. 

Sec.  5.  That  in  order  to  provide  a  safety  fund  for  the  prompt  redemption  of  the 
circulating  notes  of  failed  national  banking  associations  each  such  association  now 
organized  or  hereafter  organized,  and  receiving  circulation  under  this  act,  shall  pay 
to  the  Treasurer  of  the  United  States,  in  the  months  of  January  and  July  in  eacn 
year,  a  tax  of  one-fourth  of  one  per  centum  for  each  half  year  upon  the  average 
amount  of  its  circulating  notes  outstanding,  to  be  computed  as  hereinbefore  pro- 
vided, until  the  said  fund  amounts  to  a  sum  equal  to  five  per  centum  upon  the  total 
amount  of  such  national-bank  notes  outstanuinK,  and  thereupon  the  collection  of 
said  tax  shall  be  suspended.  Each  association  hereafter  applying  for  circulating 
notes  shall,  before  receiving  the  same,  pay  its  pro  rata  share  into  the  said  fund ;  but 
an  association  retiring  or  reducing  its  circulation  shall  not  be  entitled  to  withdraw 
any  part  of  said  fund.  When  any  such  national  banking  association  becomes  insol- 
vent, its  guaranty  fimd  held  on  deposit  shall  be  transferred  to  the  safety  fund  herein 
provided  for,  and  applied,  together  with  such  part  of  the  safety  fund  as  may  be 
necessary,  to  the  reaemption  of  its  outstanding  notes ;  and  in  case  the  said  last- 
mentioned  fund  should  at  any  time  be  impaired  by  the  redemption  of  the  notes  of 
failed  national  banks,  and  immediately  available  assets  of  said  banks  are  not  sufficient 
to  reimburse  it,  the  collection  of  said  tax  of  one-fourth  of  one  per  centum  for  each 
half  year  shall  be  resumed  and  continued  until  the  said  fund  is  restored  to  an  amount 
equal  to  five  per  centum  upon  the  total  circulation  outstanding.  All  circulating 
notes  of  failed  national  banks  taken  out  under  this  act  not  redeemed  on  presentation 
to  the  Treasury  of  the  United  States,  or  an  assistant  treasurer  of  the  United  States, 
shall  bear  interest  at  the  rate  of  six  per  centum  per  annum  from  the  date  of  suspen- 
sion of  the  bank  until  thirty  days  aiter  public  notice  has  been  given  that  funds  are 
on  hand  for  their  redemption,  and  such  notes  shall  constitute  a  first  lien  upon  all 
moneys  thereafter  received  into  the  safety  fund. 

Sec.  6.  That  the  Secretary  of  the  Treasury  may  from  time  to  time  invest  any  money 
belonging  to  the  safety  fund  in  United  States  bonds,  and  the  bonds  so  purchased  and 
the  interest  accruing  thereon  shall  be  held  as  part  of  the  said  fund.  Such  bonds  may 
be  sold  when  necessary  and  the  proceeds  used  for  the  redemption  of  the  circulating 
notes  of  failed  national  banks. 

Sec.  7.  That  every  national-banking  association  heretofore  organized  and  having 
bonds  on  deposit  to  secure  circulation  may  withdraw  such  bonds  upon  the  deposit 
of  lawful  money  of  the  United  States,  as  now  provided  by  law ;  and  thereafter  such 
association  may  take  out  circulation  under  this  act  and  be  entitled  to  all  the  rights, 
prlvilegeSjand  immunities  herein  .conferred. 

Sec.  o.  That  the  whole  of  section  nine  and  so  much  of  section  twelve  of  the  act 
approved  July  twelfth,  eighteen  hundred  and  eighty-two,  entitled  ''An  act  to  enable 
national  banking  associations  to  extend  their  corporate  existence,  and  for  other  pur- 
poses,'' as  directs  the  Secretary  of  the  Treasury  to  receive  deposits  of  gold  and  to 
issue  certificates  thereon  be,  and  the  same  are  hereby,  repealed ;  and  section  thirty-one 
of  the  act  approved  June  third,  eighteen  hundred  and  sixty-four,  entitled  "i^  act 
to  provide  a  national  currency  secured  by  a  pledge  of  United  States  bonds,  and  to 
provide  for  the  circulation  and  redemption  thereof,''  and  sections  fifty-one  hundred 
and  ninety-one  and  fifty -one  hundred  and  ninety-two  of  the  Revised  Statutes  of  the 
United  States,  and  all  acts  and  parts  of  acts  amendatory  thereof,  be,  and  the  same 
are  hereby,  repealed :  Provided,  That  no  banking  association  taking  out  circulation 
under  this  act  shall  retire  or  cancel  any  of  its  bank  notes  without  the  written  con- 
sent of  the  Secretary  of  the  Treasury  (if  said  notes  are  national-bank  notes)  or  the 
proper  State  officer  (if  said  notes  are  State  notes). 

Sec.  9.  That  the  Secretary  of  the  Treasury  may,  in  his  discretion,  use  firom  time  to 
time  any  surplus  revenue  of  the  United  States  in  the  redemption  and  retirement  of 
United  States  le^al-tender  notes  and  notes  issued  under  the  act  of  July  fourteenth, 
eighteen  hundred  and  ninety,  but  the  amount  of  such  notes  retired  shall  not  in  the 
ajg^gregate  exceed  an  amount  equal  to  seventy  per  centum  of  the  additional  circula- 
tion taken  out  by  national  banks  and  State  banks  under  the  provisions  of  this  act; 
and  hereafter  no  United  States  notes,  national-bank  notes,  or  Treasury  notes  author- 
ized by  the  Act  of  July  fourteenth,  eighteen  hundred  ana  ninety,  entitled  ''An  act 
directing  the  purchase  of  silver  bullion  and  the  issue  of  Treasury  notes  thereon,  and 
for  other  purposes,"  of  a  less  denomination  than  ten  dollars  shall  be  issued,  and  as 
rapidly  as  such  notes  of  denomination  less  jbhan  ten  dollars  shall  be  received  into 
the  Treasury,  otherwise  than  for  redemption  and  retirement,  they  shall  be  canceled, 
and  an  equal  amount  of  notes  of  like  character,  but  in  denominations  of  ten  dollars 
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or  mtdtiples  thereof,  shall  be  issaed  in  their  places;  bat  noising  in  thin  act  shall  h% 
so  construed  as  to  repeal  or  in  any  manner  affect  the  second  section  of  the  said  act 
of  July  fourteenth,  eighteen  hundred  and  ninety. 

Sbc.  10.  That  section  fifty-one  hundred  and  ninety-one  of  the  Revised  Statntes  of 
the  United  States  be,  and  the  same  is  hereby,  amended  so  as  to  require  national 
banking  associations  to  keep  not  less  than  one-half  of  their  reserve  (provided  for  in 
said  section)  in  legal-tender  notes  or  Treasury  notes  issued  under  the  aot  of  Joly 
fourteenth,  eighteen  hundred  and  ninety,  entitled  ''An  act  to  direct  the  purchase  of 
silver  bullion  and  the  issue  of  Treasury  notes  thereon,  and  for  other  purposes,"  if 
required  to  do  so  by  the  Secretary  of  the  Treasury. 

Sec.  11.  That  -whenever  there  shall  be  received  into  the  Treasury  of  the  United 
States  any  legal-tender  notes  or  Treasury  notes  issued  under  the  act  of  July  four^- 
teenth,  eighteen  hundred  and  ninety,  of  less  denomination  than  ten  dollars  the  same 
shall  be  canceled  and  silver  dollars  or  silver  certificates  of  like  denominations  shall 
be  issued  m  amount  equal  to  such  notes  so  canceled;  and  in  order  to  put  the  pro- 
visions of  this  act  into  effect  the  Secretary  of  the  Treasury  shall  proceed  to  coin  the 
silver  bullion  in  the  Treasury  as  rapidly  as  practicable,  and  he  is  hereby  directed  to 
issue  silver  certificates  upon  the  silver  bullion  now  in  the  Treasury  for  the  purposes 
hereinabove  stated,  and  he  is  authorized  to  coin  so  much  of  said  oullion  as  he  may 
deem  proper  into  subsidiary  coin,  to  be  used  for  the  purposes  set  forth  in  this  section. 

Src.  12.  That  the  Secretary  of  the  Treasury  is  hereby  empowered  and  authorized 
to  require  any  part  of  the  customs  dues  or  duties  on  imports  to  be  paid  in  United 
States  legal-tender  notes,  including  Treasury  notes  issued  under  the  act  of  Joly 
fourteenth,  eighteen  hundred  and  ninety,  entitled  ''An  act  directing  the  purchase 
of  silver  bullion  and  the  issue  of  Treasury  notes  thereon,  and  for  other  porposes." 

Sbc.  13.  That  the  bonds  which  may  hereafter  be  issued  under  the  act  of  January 
fourteenth,  eighteen  hundred  and  seventy-five,  and.  the  act  of  July  fourteenth, 
eighteen  hundred  and  seventy,  shall  bear  a  rate  of  interest  not  to  exceed  four  per 
centum  per  annum.  And  full  authority  is  hereby  given  the  Secretary  of  the  Treaeory 
to  issue  said  bonds  for  the  purposes  named  in  said  acts  without  limit  as  to  the  time 
they  shall  become  due  and  payable^  and  for  the  redemption  of  the  notps  issued  under 
the  act  of  July  fourteenth,  eighteen  hundred  and  ninety. 

Sec.  14.  That  the  use  of  circulating  notes  of  and  above  the  denomination  of  ten 
dollars  issued  by  a  banking  corporation  duly  organized  under  the  laws  of  any  State, 
and  which  transacts  no  other  than  a  banking  business,  shall  be  exempt  from  taza^ 
tion  under  the  laws  of  the  United  States  when  it  is  shown  to  the  satisfaction  of  tide 
Secretary  of  the  Treasury  and  the  Comptroller  of  the  Currency — 

First.  That  such  bank  has  at  no  time  had  outstanding  its  circulating  notes  in 
excess  of  seventy-five  per  centum  of  its  paid  up  and  unimpaired  capital; 

Second.  That  its  stockholders  are  individually  liable  for  the  redemption  of  its  oir>- 
oulating  notes  to  an  amount  equal  to  the  par  value  of  the  stock  own^  by  tidem,  but 
this  shall  not  be  required  in  tne  case  of  persons  holding^  stock  as  executors,  admin- 
istrators, guardians,  or  trustees,  if  the  assets  and  funds  in  their  hands. are  liable  in 
like  manner  and  to  the  same  extent  as  the  testator,  intestate,  ward,  or  person  inter- 
ested in  such  funds  would  be  if  living  and  competent  to  act  and  hold  the  stock  in 
his  own  name ; 

Third.  That  the  circulating  notes  constitute  by  law  a  first  lien  upon  all  the  assets 
of  the  bank : 

Fourth.  That  the  bank  has  at  all  times  kept  on  deposit  with  an  officer  of  the 
State,  authorized  by  law  to  receive  and  hold  the  same,  a  guaranty  fund  in  currenoy 
certificates  issued  under  section  fifty-one  hundred  and  ninety-three  of  the  Bevised 
Statutes  of  the  United  States,  or  United  States  legal- tender  notes,  including  Treasury 
notes  of  eighteen  hundred  and  ninety,  equal  to  thirty  per  centum  of  its  outstanding 
circulatinjg  notes ;  and 

Fifth.  That  it  has  promptly  redeemed  its  notes  at  par  on  demand  at  its  principal 
office,  or  at  one  or  more  of  its  branch  offices,  if  it  has  branches. 

Whenever  the  Secretary  of  the  Treasury  and  the  Comptroller  of  Currenoy  shall  be 
satisfied  that  any  banking  corporation  duly  organized  under  the  laws  of  any  State, 
and  which  transacts  no  other  than  a  banking  Dusiness  as  provided  in  this  section, 
has  been  incorporated  under  the  laws  of  the  State  in  which  it  is  located,  and  that 
such  laws  require — 

First.  That  its  stockholders  shall  be  individually  liable  for  the  redemption  of  its 
circulating  notes  to  an  amount  equal  to  the  par  value  of  the  capital  stock  owned  by 
them; 

Second.  That  the  circulating  notes  thereof  shall  constitute  a  first  lien  upon  all  the 
assets  of  the  bank ;  and 

Third.  That  suco  bank  shall  keep  on  deposit  at  all  times  with  an  official  of  the 
State,  authorized  by  law  to  receive  and  hold  the  same,  a  guaranty  fund  as  required 
in  the  fourth  paragraph  of  this  section. 

There  shall  thereupon  issue  to  said  bank  a  certificate  to  that  effect.    Said  bank 
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may  then  issue  its  notes  of  and  above  the  denomination  of  ten  dollars,  as  proYlded 
in  this  aot,  and  thereafter  the  tax  of  ten  per  centam  heretofore  imposed  by  law  upon 
the  circulation  of  the  notes  of  State  bauks  shall  not  be  assessed  or  collected  upon  the 
notes  of  such  bank  unless  it  appears  that  said  bank  has  issued  circulating  notes  in 
excess  of  seventy- five  per  centum  of  its  paid-up  and  unimpaired  capital,  or  that  its 
capital  is  impaired  and  has  remained  so  for  thirty  days,  or  that  the  bank  has  not 
kept  on  deposit  -with  the  State  official  authorized  by  law  to  receive  and  hold  the 
same  a  guaranty  fund  as  required  in  the  fourth  paragraph  of  this  section,  or  that 
said  bank  has  not  promptly  redeemed  ite  notes  in  lawml  money  at  par  on  demand  at 
its  principal  office,  or  at  one  or  more  of  its  branch  offices,  if  it  has  branch  offices,  or 
that  such  State  has  repealed  any  of  such  laws;  and  no  person  or  corporation,  other 
than  the  bank  issuing  such  notes  in  violation  of  the  provisions  of  this  act,  shall  be 
liable  to  pay  the  said  tax  of  ten  per  centum  for  any  use  of  the  circulating  notes  of 
such  bank  after  such  bank  has  taken  out  circulation  under  this  act. 

Sec.  15.  That  any  national  banking  association  and  any  banking  association 
organized  under  the  laws  of  any  State  may  deposit  with  the  Treaaurer  of  the  United. 
States  legal- tender  notes  and  Treasury  notes  issued  under  the  act  of  July  fourteenth, 
eighteen  liundred  and  ninety,  and  receive  certificates  therefor  in  the  manner  pro- 
vided in  section  fifty -one  hundred  and  ninety -three  of  Revised  Statutes  of  the  United 
States.  And  the  Secretary  of  the  Treasury  may,  under  proper  rules  and  regulations 
to  be  established  by  him,  permit  the  State  banks  to  procure  and  use  in  the  prepara- 
tion of  their  notes  the  distinctive  paper  used  in  printing  United  States-  seennties ; 
but  no  State  bank  shall  print  or  engrave  its  notes  in  similitude  of  a  United  States 
note,  or  certificate,  or  national-bank  note. 

The  Ghaibman.  Let  me  say  one  word  farther.  It  is  not  qoite  fair  to 
ask  the  Comptroller  to  come  up  here  again,  Mid  I  hope  there  will  be  no 
interruptions.  We  will  ask  him  questions  after  we  aJl  get  through,  after 
Ml!.  Hill,  Mr.  Fowler,  etc.,  and  I  think  if  we  pursue  tkat  method  we  may 
get  through  to-day. 

CIBCULATION  SECUBBD  BY  BONDS. 

Mr.  Cox.  The  first  thing  I  want  to  direct  your  attention  to  is  the  first 
section  of  the  bill  as  I  understand  it,  to  see  that  we  get  started  right, 
and  that  is,  the  idea  of  making  a  deposit  of  United  States  bonds  for 
the  security  of  the  circulation  f 

Mr.  Eckels.  Yes. 

Mr.  Cox.  And  the  second  section,  the  important  one,  is  the  basis 
upon  which  circulation  is  issued  f 

Mr.  Eckels.  Yes. 

Mr.  Cox.  That  is  30  per  cent! 

Mr.  Eckels.  The  second  section  provides  the  manner  in  which  notes 
of  the  banks  organizing  under  the  provisions  of  this  act  may  be  issued, 
and  leaves  it  discretionary  with  the  bank  whether  it  shall  organize. 

Mr.  Cox.  I  was  going  to  refer  to  that  when  going  through  that  see- 
tion.  Kow,  under  the  provision  of  the  second  section  they  can  take 
out  75  per  cent  of  their  paid-up  capital  stock  t 

Mr.  Eckels.  Yes. 

Mr.  Cox.  Of  that  75  per  cent,  30  per  cent  is  based  upon  tliB  Treasury 
notes  and  greenback  notes  t 

Mr.  Eckels.  Yes;  which  would  stand  in  the  nature  of  a  security. 

Mr.  Cox.  Now,  let  me  call  attention  to  that  section.  Under  any  plan 
which  you  have  examined,  or  the  one  you  have  suggested  yourself, 
does  it  not  involve  the  idea  that  the  Government  must  in  some  way 
stand  as  a  guarantor  for  the  circulating  notes,  either  by  a  guarantee  of 
bonds  or  in  some  other  way  f 

Mr.  Eckels.  In  all  of  the  plans  which  have  been  suggested  so  far 
the  notes  to  be  issued  by  the  national  banks  are  guaranteed  by  the 
Government. 

Mr.  Cox.  The  Government  standing  good  for  their  ultimate  redemp- 
tiont 

Mr.  Eckels.  Yes. 
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ISST7E  OP  OIBOULATINO  NOTES. 

Mr.  Cox.  In  this  section,  as  presented  here,  the  30  per  cent  that  is 
issued  on  the  greenbacks  or  Treasury  notes — I  treat  them  all  the 
same — would  be  the  guarantee  of  the  Oovernment  for  that  amount  of 
the  circulation.  The  remainder  of  the  circulation,  if  taken  out,  would 
be  secured  by  the  assets  of  the  bank,  a  first  lien,  etc. 

Mr.  EOKELS.  In  so  far  as  the  30  per  cent  notes  are  concerned,  they 
are  absolutely  secured  to  the  note  holder  by  a  deposit  security,  and  the 
Government  is  absolutely  secured  against  loss.  The  balance  of  the  notes 
are  secured  by  the  assets,  the  Government  guaranteeing  the  payment 
of  the  notes,  recouping  itself  from  the  assets,  together  with  &e  guar- 
antee fund,  which  is  to  be  provided  by  a  tax. 

SAFBTY-FUND  PROVISION. 

Mr.  Cox«  A  safety  Aind,  I  think  the  Secretary  calls  it  here,  so  that 
if  the  Government  should  be  compelled  to  pay  the  45  per  cent  issued 
upon  the  assets  of  the  bank  there  will  be  no  danger  of  the  Goverment 
losing  anything,  because  it  has  all  the  assets  of  the  bank,  first,  and  the 
stockholders'  liability,  and,  in  addition  to  that,  has  the  safety  fund  of 
5  per  cent  which  has  accumulated  in  the  hands  of  the  Treasury! 

Mr.  Eckels.  I  do  not  think  there  would  be  any  danger  of  the  Gov- 
ernment losing  anything,  although  there  might  be  a  possibility  of  its 
doing  so.  There  certainly  would  be  no  danger  to  the  note  holder, 
because  he  has  the  Government  guaranty. 

Mr.  Oox.  That  is,  as  I  regard  it,  a  very  important  section  of  the  bilL 
It  makes  a  radical  change  in  the  present  law,  with  this  safety  fund  of 
5  per  cent  in  the  hands  of  the  Government,  and  liability,  etc.  We  have 
spoken  of  the  assets  of  the  bank ;  has  it  not  been  already  demonstrated 
by  the  present  banking  system  that  the  amount  of  money  which  is  hdd 
in  the  Treasury  as  a  protection  against  the  outstanding  notes — this 
same  thing  might  be  called  a  safety  fund — ^has  not  that  proven  beyond 
any  dispute  adequate  for  the  protection  of  the  Government  t 

Mr.  EOESSLS.  Yes;  the  5  -per  cent  has  been  ample  to  make  current 
redemption. 

Mr.  Gox.  One  more  idea  upon  this  section.  It  fhrther  conveys  or 
carries  the  idea  that  in  the  redemption  of  notes  the  banks  are  their  own 
redeemers. 

Mr.  Eckels.  They  are  for  current  redemption;  they  provide  a 
redemption  fund  for  the  purpose  of  making  current  redemption. 

Mr.  Oox.  Either  over  their  own  counters 

Mr.  Eckels.  Or  through  such  agencies  as  the  Comptroller  may 
establish. 

Mr.  Oox.  Passing  from  that  section  to  this  general  question,  have 
you  been  able  to  find  any  serious  objection  contained  in  the  first  section, 
outside  of  one  to  which  I  want  to  call  your  attention  in  a  minute — ^that 
is,  putting  the  discretionary  power  in  the  bank;  I  want  to  call  your 
attention  8i)ecially  to  that.  Here  is  a  banking  system,  there  is  no  doubt 
about  the  solvency  of  it,  there  is  no  doubt  about  the  notes  being  good, 
and  the  Government  is  not  paying  to  the  banks  interest  upon  bonds  at 
the  same  time  it  is  furnishing  that  circulation,  and  I  thiiUL  that  is  the 
one  thing  that  makes  the  system  now  most  unpopular. 


FINANCIAL   AND   BANKING   SITUATION.  363 


SECtnaiTY  OF  THB  OIBOULATION. 

Mr.  Eckels.  I  think  that  for  the  secarity  of  the  note  that  section  is 
ample,  and  its  provision  makes  the  note  absolutely  secure. 

Mr.  Cox.  That  covers  the  most  important  question,  in  my  judgment, 
of  all  of  these  bills.  As  you  remarked  the  other  day,  any  banking 
system  has  to  be  so  framed  that  it  will  induce  men  of  sound  judg- 
ment to  take  hold  of  it  and  go  into  it.  Kow,  in  this  section  there  1b 
nothing  compulsory  about  it  that  I  can  see. 

Mr.  Eckels.  The  bill  as  first  prepared,  as  I  remember,  made  it  abso- 
lutely incumbent  upon  the  bank  to  go  into  the  system,  but  afterwards 
it  was  modified  so  it  was  left  discretionary  with  it.  If  a  bank  wished 
to  issue  notes  against  bonded  securities  it  could  do  so,  and  if  it  did  not 
wish  to  do  so  it  could  issue  them  under  this  plan. 

ELASTICITY. 

Mr.  Oox.  As  my  memory  serves  me,  in  the  first  preparation  of  the 
bill  the  tax  upon  the  circulation  taken  out  on  the  bonded  circulation 
was  increased  so  as  to  drive  them  into  this  system.  That  was  modified 
afterwards.  Kow  the  practical  part  of  it  is  under  this  system,  with  the 
power  of  the  bank  to  take  out  75  per  cent  of  circulation  and  45  -per 
cent  on  the  basis  of  their  assets,  etc.  Would  not  that  give  the  currency 
of  the  country  at  least  such  elasticity 

Mr.  Eckels.  Within  the  limit  allowed  of  notes  to  be  issued  against 
assets  you  would  probably  find  all  the  necessary  elasticity  desired  in 
the  currency.  The  point  in  this  bill,  which  it  seems  to  me  is  of  a  good 
deal  of  moment,  is  that  as  at  present  drawn  it  accomplishes  only  the 
temporarily  impounding  of  the  legal  tenders,  instead  of  their  complete 
destruction.  It  is  provided  that  the  banks  shall  deposit  with  the 
Treasury  in  legal  tenders  and  Treasury  issues  an  amount  equal  to  30 
per  cent  of  the  circulating  notes  applied  for,  which  are  to  remain  with 
the  l^easurer  until  the  bank  ceases  to  do 'business  or  until  the  circu- 
lation of  the  bank  is  reduced,  whereux>on  they  are  released  and  returned 
to  the  bank.  Such  a  course  would  result  in  simply  putting  them  out 
again  for  the  purpose  of  being  currently  redeemed  by  the  Treasury. 
The  provision  should  be,  instead,  that  when  the  bank  ceases  doing  busi- 
ness the  legal  tenders  and  Treasury  notes  dex>osited  shall  thereupon  be 
redeemed  and  canceled  by  the  Government,  or  when  the  bank  reduces 
its  circulation  so  much  of  the  legal  tenders  which  are  thereby  released 
shall  be  paid  and  canceled. 

Mr.  Gox.  That,  of  course,  would  be  a  gradual  way  of  taking  them  up. 

Mr.  Eckels.  That  would  get  them  out  of  the  way. 

ISSXHNa  BONDS  TO  BETIBE  GREENBACKS. 

Mr.  Cox.  Eventually  that  is  getting  them  out  of  the  way.  On  that 
point  you  are  perfectly  aware  of  the  strong  opposition  there  is  in  the 
countiy  against  the  issue  of  bonds — I  do  not  care  how  low  the  rate  of 
interest  is — with  which  to  take  up  these  greenback  notes  and  destroy 
them.  Kow,  would  it  not  be  better — somewhat  of  a  compromise,  I 
admit — to  take  up  this  idea  in  this  bill  and  make  that  deposit  of  30  per 
cent  of  the  capital  stock  of  these  notes,  and  then  as  the  banks  went 
out,  or  as  they  undertook  to  redeem  or  take  up  those  greenbacks — I 
think  the  word  <<  redeem  "  is  not  proper — but  to  take  them  up  and  cancel 
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them  and  then  pat  the  bonds,  if  yoa  have  no  money,  in  their  place, 
instead  of  undertaking  to  issue  the  whole  amount  of  bonds  and  redeem- 
ing the  whole  of  the  notes? 

Mr.  Eckels.  I  do  not  think  it  would  be  better,  nor  do  I  think  it  would 
be  as  good,  but  you  might  be  able  to  have  it  accepted  by  Congress.  Of 
course  you  have  to  meet  prejudice  and  you  have  to  meet  oppositioa  in  any 
measure  you  may  present.  A  bank  bill  can  not  be  successfully  estab- 
lished, however,  on  any  other  than  a  correct  basis.  Certainly  if  this 
bill  should  be  enacted  into  law  there  ought  to  be  a  provision  that  whea 
these  legal  tenders  are  deposited  to  secure  circulation  they  will  be  at 
once  destroyed,  and  thus  an  end  made  of  them.  When  the  bank  goes 
out  of  business  the  Government  should  then  return  in  gold  to  the  bank 
depositing  the  amount  in  dollars  of  legal  tenders  theretofore  deposited 
by  the  bank.  The  same  rule  should  prevail  when  it  reduces  its  circu- 
lation. It  ought  to  be  distinctly  understood  that  when  the  Treasiuy 
issues  thus  go  into  the  Treasury  for  the  purpose  of  securing  circulation 
that  is  the  end  of  them. 

TAX  UPON  OIBCULATION. 

Mr.  Cox.  I  think  we  have  got  the  germ  of  that  section.  The  third 
section  fixes  the  tax  upon  circulation,  and  that  is  all. 

Mr.  Eckels.  It  has  been  found  by  careful  calculation  that  one-fourth 
of  1  per  cent  is  a  sufficient  amount  of  tax  to  meet  all 

Mr.  Cox.  This  is  one-half  of  1  per  cent,  and  it  is  payable  every  six 
months,  you  see. 

Mr.  Eckels  (continuing).  That  one-fourth  of  1  per  cent  is  sufficient 
to  meet  all  the  necessary  expenses. 

Mr.  Cox.  Then  it  might  be  well  provided  that  on  the  1st  of  January 
and  the  1st  of  July  of  each  year,  instead  of  paying  one-fourth,  it  is  well 
to  put  in  there  one-eighth,  of  1  per  cent! 

Mr.  Eckels.  Yes;  as  Mr.  Johnson  said  the  other  day,  it  is  wise  to 
keep  the  tax  on  circulation  as  low  as  possible,  in  order  to  make  bank 
notes  as  cheap  as  possible  to  the  institution  which  intends  taking  them 
out. 

Mr.  Newlands.  Is  that  tax  payable  in  gold,  or  howt 

Mr.  Cox.  No ;  it  is  payable  in  lawful  money.  You  mean  in  this  section 
of  the  bill!  This  bill  is  based  on  the  idea  that  anything  can  be  dis- 
charged in  lawAil  money. 

Mr.  NEWLANDa  The  circulating  notes  are  lawful  money? 

Mr.  Cox.  Whatever  is  legal  tender  by  law.  That  is  the  idea  this  bill 
is  based  on— that,  with  whatever  is  established  as  legal-tender  money  by 
the  Government  it  can  redeem  the  notes  and  pay  the  tax;  but  it  does 
not  undertake,  of  course,  to  decide  what  is  legal-tender  money,  and  it 
ought  not  to  be  fixed  in  a  bill  of  this  kind,  I  think. 

The  fourth  section 

Mr.  Eckels.  That  is  the  section  I  have  been  talking  about.  It  does 
not  make  the  provision  which  I  think  ought  to  be  made,  if  such  a  system 
should  be  entered  upon,  of  permanently  retiring  your  legal  tenders. 

Mr.  Cox.  One  moment,  so  as  to  get  it  clear  to  the  reporter,  here. 
Your  idea  about  that  is,  it  would  be  an  improvement,  whether  it  would 
be  satisfaiCtory  or  not,  upon  this  bill,  that  when  those  notes  are  depos- 
ited for  circulation — I  mean  Treasury  notes,  etc. — and  the  circulation 
is  taken  out,  there  should  be  distinct  and  full  understanding  that  it  is 
the  last  of  those  notes,  as  far  as  disturbing  the  Treasury  is  concerned  f 

Mr.  Eckels.  Yes;  the  plan  under  this  bill  would  be  to  p^  and 
ancel  them  gradually,  and  do  it  without  issuing  bonds. 
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Mr.  Oox.  Let  me  call  your  attention  to  another  point  in  this  section 
we  are  on.    This  is  a  broader  provision  than  retarning  the  note: 

And  theTenpon  a  sum  equal  to  80  per  cent  of  snch  canceled  notes  shall  be  returned 
to  the  association,  in  lawnil  money  of  the  United  States. 

It  does  not  make  it  imperative  to  return  the  notes  at  all,  but  makes 
it  imperative  to  return  lawful  money  of  the  United  States. 

Mr.  Eckels.  That  gives  the  Government  the  discretion  to  return  its 
legal  tenders  and  Treasury  notes. 

Mr.  Oox.  Or  any  other  money  which  is  legal  tender.  The  next  section 
requires  a  safety  fund,  which  I  do  not  think  we  need  to  refer  to. 

There  is  the  fifth  section.  I  think  I  have  never  heard  that  the  Comp- 
troller objected  to  that  isolated  section. 

Mr.  Eokels.  That  is  a  very  safe  precautionary  measure. 

Mr.  Oox.  In  the  discussion  we  had  in  the  House  there  was  no  criti- 
cism on  that  which  I  heard! 

Mr.  EOKKLB.  No. 

INVESTING  SAFETY  FUND  IN  BONDS. 

Mr.  Oox.  Then  the  sixth  section  gives  the  power  to  invest  the  safety 
fund  in  bonds,  and  there  can  be  no  objection  to  that.  The  interest 
accumulating  upon  the  bonds  so  invested  goes  to  increase  the  safety 
fund.    I  should  say  there  can  be  no  serious  trouble  about  that. 

The  seventh  section 

Mr.  Eckels.  That  is  the  section  covering  the  discretionary  power 
vested  in  the  banks  of  going  into  this  system  if  deemed  best  on  their 
part  to  do  so. 

Mr.  Kewlands.  Oan  it  have  both  kinds  of  circulation  at  once  under 
your  bill! 

Mr.  Oox.  Here  is  the  x)oint,  that  the  banks  are  not  compelled  to  go 
in  under  this  system.  They  may  go  in  under  it  and  it  gives  them  the 
choice.  So  far  as  the  circulating  notes  are  concerned  there  is  no 
distinction. 

Mr.  Ne WLANDS.  I  understand  that  it  contemplates  circulating  notes 
issued' on  bonds  and  also  circulating  notes  issued  under  the  provision 
of  this  actt 

Mr.  Oox.  Permit  me  to  say  I  am  discussing  the  bill  firom  my  view  of 
it.  The  Secretary  did  not  think  that  way,  but  I  think  they  should  be 
compelled.  Section  eight  is  a  repeal  of  some  sections  we  are  all  famil- 
iar with,  which  ought  to  be  repealed  to  make  the  bill  harmonious. 

BEDUOINa  CIBCtTLATION. 

Mr.  Eckels.  As  I  remember  it,  the  last  section  mentioned,  which  it 
is  proposed  to  repeal,  is  that  section  of  the  banking  act  in  which  it  is 
provided  that  after  a  bank  has  reduced  its  circulation  it  is  not  permitted 
to  take  out  new  circulation  until  the  lapse  of  six  months? 

Mr.  Oox.  Let  me  see;  that  is  right.    That  is  the  first  one. 

Mr.  Hill.  And  it  also  requires  the  total  withdrawal  of  not  to  exceed 
$3,000,000  a  month.    That  repeals  that  provision. 

Mr.  Eckels.  The  design  being  that  there  should  not  be  a  hard-and- 
fast  line  fixed  relative  to  circulation,  but  in  a  large  measure  it  should 
be  left  discretionary  to  the  banks  to  s^y  whether  or  not  they  should 
reduce  their  circulation,  and  when. 

Mr.  Hill.  Pardon  me,  this  section  does  not  leave  it  discretionary 
with  the  banks.  They  must  have  the  written  consent  of  the  Secretary 
of  the  Treasury.    Would  you  approve  that! 
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Mr.  Eckels.  My  own  view  of  the  matter  is  to  leave  it  entirely  dis- 
cretionary with  the  banks.  As  I  have  said  a  nnmber  of  times  before, 
I  think  that  the  banks  are  best  able  to  judge  in  the  matter,  and  that 
they  will  not  do  anything  in  the  way  of  reducing  circulation  that  is 
going  to  ii\juriously  affect  communities  in  whose  prosperity  they  are 
interested  for  their  own  prosperity. 

COMBINATION  BY  THE  BANKS. 

Mr.  Oox.  That  is  evidently  intended  to  meet  the  matter  of  prevent- 
ing any  combinations  by  the  banks. 

Mr.  Hill.  Do  you  believe  that  such  a  combination  is  possible  t 

Mr.  Eckels.  Fo;  aud  I  do  not  think  it  is  probable,  either. 

Mr.  Gox.  There  is  more  in  that  section  than  that.  On  the  top  of  page 
6,  that  section: 

As  directs  the  Secretary  of  the  Treasury  to  receive  deposits  of  gold  and  to  issue 
certificates  thereon. 

That  stops  that! 
Mr.  Eckels.  Yes. 
Mr.  Oox.  The  next  is : 

And  section  31  of  the  act  approved  Jnne  3^  1864,  entitled  "  An  act  to  provide  a 
national  currency  secured  by  a  pledge  of  United  States  bonds,  and  to  provide  for  the 
circulation  and  the  redemption  thereof/' 

Of  course  that  is  repealed  in  harmony  with  the  act. 

And  sections  5191  and  5192  of  the  Revised  Statutes  of  the  United  States,  and  aU 
acts  and  parts  of  acts  amendatory  thereof,  be,  and  the  same  are  hereby;  repealed. 

I  do  not  call  to  mind  exactly  what  those  sections  are. 
Mr.  Eckels.  I  think  those  are  sections  relative  to  any  circulation 
being  again  taken  out  afber  it  has  been  once  withdrawn. 
Mr.  Oox.  That  is  it.    Now  you  can  see  the  proviso: 

That  no  bankinsr  association  taking  out  circulation  under  this  act  shall  retire  or 
cancel  any  of  its  hank  notes  without  the  written  consent  of  the  Secretary  of  the 
Treasury. 

Mr.  Eckels.  As  a  corollary  to  that,  if  you  say  that  a  bank  shall  not 
withdraw  its  circulation  until  consent  has  been  obtained  of  some  official, 
it  would  follow  naturally  that  a  bank  must  take  out  circulation  if  it  was 
deemed  best  by  some  public  official. 
The  Chairman.  Do  you  mean  to  say  it  is  in  the  bill,  or  ought  to  bet 
Mr.  Eckels.  I  say  it  would  follow  as  a  natural  corollary. 
The  Ghaibman.  And  therefore  ought  to  be  in  the  bilH 
Mr.  Eckels.  I  do  not  believe  either  provision  ought  to  be  in  the  bill. 
Neither  would  be  wise. 

The  Ghaibman.  But  if  one  is  the  other  ought  to  be;  is  that  your 
position  f 

volume  of  cubbency. 

% 

Mr.  Eckels.  Yes;  but  I  do  not  believe  that  either  ought  to  be  in 
the  bill.  It  goes  to  the  same  thing.  It  is  undertaking  to  regulate  the 
volume  of  the  currency  by  some  other  means  than  through  the  knowl- 
edge had  through  the  various  banks  designed  to  supply  their  com- 
munities with  the  necessary  amount  of  circulating  medium. 

Mr.  Gox.  Pardon  me  just  in  that  connection.  There  is  the  point 
that  is  the  whole  meat  of  it,  about  compelling  a  bank  to  take  out  circu- 
lation.   Suppose  we  put  the  proposition  in  this  shape,  that  when  the 
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circolatioD,  as  provided  for  by  law,  whatever  it  may  be — not  going 
back  to  that,  becaase  that  is  the  review  of  what  we  have  gone  over — 
but  sappose  we  reduce  the  tax  upon  circulation  to  one-fourth  of  1  x)er 
cent,  or  reduce  it  even  lower  than  that,  making  the  tax  alone  sufficient 
to  pay  the  expenses  of  the  preparation  of  the  notes,  etc. 

Now,  then,  you  reduce  the  tax  that  way;  what  would  be  your  idea 
and  what  would  be  the  serious  objection  to  the  bank  being  compelled 
to  take  out  circulation  whether  they  wish  it  or  not,  and  put  the 
responsibility  upon  them  to  issue  as  they  see  proper,  and  always  have 
a  fund  ready  to  the  extent  of  their  circulation  provided  by  law  to  be 
put  in  circulation  t  Kow,  pardon  me  one  moment,  because  we  struck 
that  point  the  other  day,  and  I  am  sure  we  did  not  exactly  understand 
each  other.  The  moment,  of  course,  the  circulation  is  issued  in  the 
Treasury  Department  that  is  charged  to  the  bank.  Kow^  I  think,  there 
could  be  but  one  i>oint  to  which  the  bank  could  make  senous  objection, 
and  that  would  be  the  tax  that  is  placed  upon  the  circulation  the  moment 
it  is  issued  from  the  Treasury  Department.  Beduce  that  tax  to  one- 
eighth  of  one  per  cent  or  to  the  amount  of  the  expense  the  Government 
incurs  in  the  preparation  of  the  notes.  They  are  charged  with  the  fuU 
circulation,  and  the  tax,  whatever  it  is  fixed  at,  is  a  tax  on  the  full  cir- 
culation. Would  not  that  have  the  effect  of  inducing  the  banks  to 
take  out  the  circulation  and  hunt  for  investments  for  the  money  f 

If  you  make  the  objection  that  if  you  do  you  would  make  an  iron 
rule  as  to  the  extent  of  circulation,  of  course  you  have  got  a  rule  fixed 
as  to  the  amount  of  circulation,  but  as  to  the  use  of  it  you  have  got  no 
rule  fixed.  Now,  in  my  locality  at  certain  times  we  need  more  circula- 
tion than  at  other  times,  and  the  bank  getting  advantage  of  this  full 
circulation  we  are  providing  for  takes  it  under  the  reduc^  tax  of  one- 
eighth  or  one-fourth  of  1  per  cent.  Then  we  have  no  trouble,  as  I  see 
it,  in  having  the  amount  of  circulation  which  meets  any  requirement  of 
our  people.  That  is  the  question  my  friend,  Mr.  Johnson,  is  very  much 
troubled  with.  If  we  do  that  and  reduce  the  tax,  say,  to  one-eighth  of 
l.pe1r  ceht,  or  the  cost  of  what  is  necessarily  expended  about  it,  the 
bank  starts  with  a  full  amount  of  circulation,  and  they  pay  thatf 

Mr.  Spalding-,  Compel  them  to  use  it! 

Mr.  Cox.  It  makes  it  to  their  interest  to  do  so,  because  they  are 
paying  that  per  cent  without  any  profit  unless  it  is  issued.  That  is 
what  we  want  to  get  the  banks  interested  in.  The  gentleman  remarks 
that  when  the  pinch  comes  they  would  have  no  surplus.  This  present 
bank  law  is  defective  in  that  when  the  pinch  comes  they  can  not  get 
the  money.  I  want  to  get  that  point  out  there,  and  then  pass  to 
another. 

Mr.  Eckels.  Undoubtedly,  as  you  state,  Mr.  Oox,  your  people  at  one 
time  need  more  money  than  at  another,  and  for  that  very  reason  I 
should  leave  it  entirely  to  the  banks,  knowingthese  various  conditions, 
to  say  how  much  circulation  they  would  keep  out.  Another  thing,  if 
you  would  keep  out  this  large  amount  of  circulation,  although  you  do 
reduce  the  tax  you  curtail  the  availability  of  the  banks'  funds  to  a 
certain  extent  by  an  unnecessary  amount  tied  up  in  a  redemption  fund. 
If  they  are  compelled  to  keep  out  all  the  circulation  they  must  always 
keep  a  redemption  fund  of  5  per  cent  locked  up. 

Mr.. Oox.  But  they  do  not  keep  it  out.  It  is  a  matter  of  discretion 
with  the  banks. 

Mr.  Eckels.  They  have  it  from  the  Treasury 

Mr.  Cox.  And  they  are  charged  the  per  cent. 

Mr.  Eckels.  They  are  comi)elled  to  keep  a  redemption  fund  upon 
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the  amoant  of  circalatiou  which  has  beeu  issued  to  them  by  the 
Treasury. 

Mr.  Cox.  But  you  distinctly  understand  me  that,  so  far  as  putting  it 
into  circulation  and  using  it  as  money  is  concerned,  it  is  a  matter  of 
discretion,  entirely,  with  the  banks.  It  is  not  that  they  shall  put  it 
out,  because  no  bank  could  live  under  a  law  which  compelled  it  to  put 
out  money. 

.MONEY  ACCUMULATES  IN  LABGE   CENTERS. 

Now,  let  me  call  your  attention  back  to  the  remaining  point,  which 
is  to  me  the  most  interesting  thing  in  all  of  these  bills,  because  I  am 
trsnng  to  get  my  bill  into  the  best  shape  we  can.  These  banks,  we 
assume,  have  not  got  that  circulation  in  their  banks  from  the  Treas- 
ury vaults,  but  it  is  charged  up  to  them.  They  can  get  it  any  day 
they  want  it.  Now,  the  objection  seems  to  be  that  you  are  forcing  the 
banks  to  t£^e  out  circulation  when  the  banks  decide  there  is  no  neces- 
sity for  it.  Let  me  show  you  how  these  things  work.  I  have  no  doubt 
you  are  aware  that  whenever  a  crisis  comes  in  our  country,  when  money 
is  needed  in  the  agricultural  part  of  the  country,  all  the  banks  in  the 
great  centers,  where  they  have  got  abundant  money  and  more  money 
than  they  need,  begin  to  make  overtures  to  us,  and  then  they  begin  to 
try  and  supply  us  with  the  money.  Now,  then,  we  have  to  be  governed 
entirely  by  the  rate  of  interest  which  they  charge,  and  I  suppose  every 
bank  in  the  United  States  keeps  a  deposit  in  New  York  and  has  a  cor- 
respondent there.  Well,  then,  we  are  required  not  only  to  keep  the 
amount  deposited  there,  but  when  we  undertake  to  draw  on  them  and 
get  money  from  them  the  rate  we  pay  is  controlled  by  the  rate  they 
establish  in  these  money  centers. 

Mr.  Eckels.  I  do  not  know  exactly  how  you  can  prevent  money  from 
drifting  to  the  large  centers. 

Mr.  Gox.  There  is  but  one  way  to  do  it,  and  that  is  the  question  of 
interest  and  money  hunting  the  place  where  it  will  pay  the  best.  That 
is  the  only  rule  on  earth  by  which  you  can  work  it. 

Mr.  Eckels.  Certainly. 

BATES  OF  INTEREST. 

Mr.  Oox.  There  is  but  one  way  you  can  control  money  flowing  to  and 
fro  and  hunting  the  place  where  it  will  ])ay  the  best.  Give  it  natural 
course  and  it  will  hunt  the  place  where  it  will  pay  the  best,  I  do  not 
want  to  take  up  much  time  of  the  committee,  but  that  point  I  wanted 
to  elucidate.  Let  me  take  a  practical  illustration  of  it.  We  commence, 
say  in  October,  with  demands  on  the  little  banks — and  most  of  them 
in  my  country  are  little  banks — and  the  demand  for  money  is  such  that 
we  can  not  furnish  it  and  we  soon  run  to  our  limit  and  must  stop. 
What  is  the  next  step?  Why,  to  protect  our  customers  and  hold  them 
in  line,  we  take  their  notes  and  indorse  the  note.  Of  course  the  indorse- 
ment of  a  bank  is  what  passes  it  in  the  centers ;  it  is  not  the  individual  on 
the  note  at  all.  Then  we  get  that  money  and  we  bring  it  back  to  accom- 
modate our  customers  the  best  we  can,  but  we  can  not  do  that  for  noth- 
ing. We  have  got  to  have  something  to  pay  us  for  the  risk  incurred, 
and  it  has  been  the  result  for  the  last  fifteen  years  that  there  never  has 
been  any  money  which  has  gone  out  of  our  banks,  which  are  in  the  cen- 
tral portion  of  that  country,  that  the  man  getting  it  did  not  pay  above 
8  per  cent  for  it.    Now,  if  these  banks  had  full  circulation — you  say 
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they  do  not  need  it  all  tlie  time — that  is  true;  but  if  they  sliould  have 
full  circulation  when  it  becomes  to  their  interest,  whenever  the  oppor- 
tunity suggests  itself  they  will  put  it  in  circulation. 

Mr.  Bbosius,  But  they  have  the  cost  of  keeping  it? 

Mr.  Oox.  If  the  banks  are  compelled  to  take  out  their  full  circulation 
I  will  vote  for  any  tax  sufficient  to  pay  the  expenses  of  getting  the  cir- 
culation, because  the  tax  on  circulation  is  never  paid  by  the  bank^  it 
is  paid  by  the  customers. 

Here  comes  the  ninth  section.  The  ninth  section  gives  the  power  of 
redemption  of  these  legal-tender  notes  when  there  is  a  surplus  in  the 
Treasury. 

Mr.  Eckels.  That  is  virtually  a  reenactment  of  a  measure  which  at 
one  time  was  placed  upon  the  statute  books,  providing  for  the  redemp- 
tion and  cancellation  of  Treasury  notes  when  a  certain  amount  of 
national-bank  notes  had  been  issued. 

Mr.  Cox.  You  will  find  that  section  almost  language  for  language  in 
the  resumption  act. 

Mr.  Eckels.  Yes ;  it  was  designed  to  allay  any  fear  of  contraction, 
or  to  prevent  any  contraction  in  the  retirement  of  the  legal  tenders. 

GETTING  SILVER   COIN  INTO   CIRCULATION. 

Mr.  Cox.  That  ninth  section  also  embraces  the  idea  that  this  circula- 
tion furnished  by  the  banks  shall  be  in  denominations  of  $10  up;  it  is 
easy  to  understand  what  that  is  for. 

Mr.  Eckels.  I  was  going  to  say,  in  regard  to  the  ninth  section,  that 
it  makes  a  change  in  the  present  banking  act  by  ]>rohibiting  the  issue 
of  five-dollar  bank  bills. 

Mr.  Cox.  Yes;  that  is  in  connection  with  anothor  idea. 

Mr.  Eckels.  I  suppose  the  idea  of  that  is  that  by  this  provision  the 
silver  coin  will  be  gotten  into  circulation. 

Mr.  Cox.  That  is  it;  that  is  certainly  the  idea. 

Mr.  Eckels.  In  other  words  it  is  a  method  of  forcing  silver  into  the 
pockets  of  people  whether  they  want  to  carry  it  or  not.  I  hardly  believe 
this  can  be  done.  So,  too,  I  am  not  sure  but  that  a  great  inconvenience 
is  created  by  not  permitting  the  five-dollar  bills  to  be  issued. 

Mr.  Cox.  Well,  of  course  that  hangs  distinctly  on  the  idea  that  if  the 
silver  coin  is  as  acceptable  as  $5  there  will  be  no  trouble  about  that. 

reserve  money. 

The  tenth  section  goes  further  than  we  have  gone.  It  is  in  relation 
to  providing  for  the  reserve — that  this  same  character  of  note  shall  be 
held  as  a  reserve. 

Mr.  Eckels.  The  present  law  requires  thjit  the  reserve  shall  be  kept 
in  lawful  money.    This  is  in  line  with  the  other  provision  of  the  act 
to  get  the  legal  tenders  and  Treasury  notes  out  of  the  way  and  restrict 
ing  the  reserves  held  at  least  to  the  extent  of  one-half  in  this  partic- 
ular kind  of  currency! 

Mr.  Cox.  Yes.  Of  course  the  great  object  of  that  is  to  try  and  stop 
these  raiders. 

Mr.  Eckels.  The  whole  design  of  this  bill  is  to  relieve  the  Treasury 
by  getting  the  legal-tender  and  the  Treasury  notes  out  of  the  way  of 
current  redemption. 

Mr.  Cox.  And  escape  the  responsibility  of  issuing  bonds  for  that 
purpose. 

CUR 24 
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THE   '» ENDLESS  CHAIN." 

Mr.  Johnson.  If  you  will  let  me  ask  a  question  on  that  point,  what 
per  cent  of  the  greenbacks  and  Treasury  notes,  which  constitute 
what  might  be  tenned  the  <' endless  chain/'  would  be  imprisoned  or 
impounded  by  this  act  if  it  should  go  into  effect,  in  your  opinion  t   Are       ^ 
you  able  now  to  make  such  an  estimate?  ^ 

Mr.  Eckels.  No;  I  could  not,  because  under  the  provisions  of  this 
act  it  makes  it  discretionary  with  the  existing  banks  whether  they  will 
go  into  it,  and  you  have  no  basis  upon  which  to  calculate. 

Mr.  Johnson.  Suppose  it  leaves  one- third  in  circulation;  is  not  the 
Treasury  just  as  much  in  danger  as  if  all  were  out!  Would  it  not 
result  that  those  in  circulation  would  be  used  up  more  rapidly? 

Mr.  Eckels.  I  do  not  think  the  danger  would  be  as  great,  but  I 
think  as  long  as  a  single  one  is  out  there  is  danger. 

Mr.  Johnson.  One  other  question  in  that  connection.  In  your  opin- 
ion would  the  banks  be  willing  to  accept  the  provisions  of  this  bill? 
Would  not  the  safety  fund  requiring  banks  to  guarantee  each  other's 
solvency  be  a  deterrent? 

bankers  deserted  the  BALTIMORE  PLAN. 

Mr.  Eckels.  The  only  thing  I  know  is  that  after  a  plan  virtually 
embracing  a  good  many  provisions  of  this  bill  was  approved  of  by  a 
convention  of  bankers  at  Baltimore,  they  all  deserted  it  when  it 
appeared  in  Congress  in  the  form  of  a  bill. 

Mr.  Cox.  You  mean  the  committee? 

Mr.  Eckels.  No;  not  the  committee,  the  bankers. 
■   Mr,  Cox.  There  was  not  a  man  on  the  committee  who  voted  for  it? 

Mr.  Eckels.  They  made  the  point  that  solvent  banks,  banks  prop- 
erly conducted,  ran  too  much  risk  for  banks  which  were  not  properly 
conducted.  The  exx)ectation,  of  course,  would  be  that  under  this  bill 
we  would  bave  fairly  well-conducted  banks.  It  is  probable  that  a  very 
proper  estimate  of  what  the  number  of  failed  banks  would  be  under  it, 
with  the  same  character  of  management,  could  be  had  by  ascertaining 
the  number  we  have  had  in  the  last  thirty  years  in  the  same  number  of 
banks. 

Mr.  Cox.  There  is  no  provision  in  this  bill  anywhere  that  one  bank 
shall  guarantee  the  notes  of  another  bank. 

Mr.  Eckels.  That  was  in  the  original,  but  it  is  left  out  in  this  bill. 

Mr.  Cox.  We  knocked  that  out. 

Mr.  Newlands.  Is  that  the  reason  the  bankers  objected  to  it? 

Mr.  Eckels.  That  was  one  of  the  principal  reasons. 

Mr.  Cox.  You  could  not  put  such  a  banking  system  into  effect  at  all. 

INCREASE  OP  (K>IiD  IN  THE  TREASURY. 

Mr.  Hill.  With  regard  to  the  section  here  which  provides  for  the 
imprisoning  or  impounding  of  greenbacks  and  Treasury  notes,  I  want 
to  call  your  attention  to  the  fact  that  we  have  got  $145,000,000  of  gold 
in  the  Treasury  and  it  is  increasing,  and  that  the  Treasury  notes  and 
greenbacks  in  the  Treasury  are  constantly  decreasing,  and  I  want  to 
ask  you  if  you  think  that  the  increase  of  gold  under  those  circumstances 
is  any  evidence  of  a  safe  condition  of  the  Treasury? 

Mr.  Eckels.  Not  in  the  least. 
Mr.  Hill.  It  is  an  evidence  of  an  unsafe  condition,  is  it  not? 
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Mr.  Eckels.  It  is  certainly  not  an  indication  of  a  safer  condition. 
It  is  simply  an  indication  that  for  the  time  being  people  have  qait  pre- 
senting legal  tenders  for  redemption. 

Mr.  Hill.  But,  of  course,  there  is  a  great  deal  of  liability  for  calls 
on  that,  irom  the  fact  the  Treasury  notes  and  greenbacks  are  out  in 
greater  number. 

Mr.  Eckels.  Yes. 

POSSIBILITIES  OF  ANOTHER  PANIC. 

Mr.  Brosius.  Does  not  an  accumulation  of  gold  in  the  Treasury 
indicate  a  return  of  confidence  in  our  monetary  conditions? 

Mr.  Eckels.  That,  with  other  conditions. 

Mr.  Hill.  Does  it  not  also  show  that  in  the  case  of  a  sudden  panic 
occurring  the  Treasury  is  far  more  exposed  than  if  the  greenbacks  were 
entirely  locked  upf 

Mr.  Eckels.  Yes;  if  another  attack  is  made  upon  the  gold  in  the 
Treasury  we  would  be  in  a  great  deal  worse  condition  than  we  have 
been  at  any  time  during  the  last  few  years. 

Mr.  Spalding.  They  have  learned  how. 

POPULAR  delusion  CONCERNING  LEGAL   TENDERS. 

Mr.  Eckels.  That  is  just  it;  the  people  have  learned  how.  It  seems 
an  absurd  thing,  but  for  a  long  period  of  time  the  public  looked  upon 
the  legal*  tender  notes  as  somehow  an  asset  of  the  Government  instead 
of  a  liability,  and  upon  the  man  who  held  legal  tenders  as  in  the  x)os- 
session  of  something  which  of  itself  had  value.  In  the  last  four  or  five 
years  everyone  has  come  to  know  that  instead  of  being  assets  they  are 
liabilities,  and  that  the  legal  tender  is  simply  a  promise  to  pay,  which  is 
made  of  value  only  when  it  is  converted  into  gold  by  the  promissor. 

Mr.  Spalding.  Let  me  ask  if  it  is  a  fact  that  the  Bank  of  England 
getting  more  gold  into  the  bank,  looked  as  though  it  was  endangered 
and  that  the  bank  was  in  a  worse  condition  than  it  was  before? 

Mr.  iScKELS.  Oh,  no;  because,  outside  of  the  uncovered  paper  there 
is  an  equivalent  of  gold  back  of  every  piece  of  paper  issued  by  the  Bank 
of  Eugland. 

Mr.  Spalding.  Is  not  that  because  for  every  dollar  of  greenbacks 
taken  out  of  the  Treasury  a  dollar  of  gold  goes  in  for  them?  Is  not 
that  the  way  the  increase  js  made,  exactly  the  same  as  with  the  Bank 
of  England? 

Mr.  Eckels.  No;  there  is  not  a  dollar  of  gold  coming  in  every  time 
a  dollar  of  greenbacks  is  issued,  because  greenbacks  are  issued  to  pay 
current  expenses. 

Mr.FowLER.  And  with  theexpen8esrunningbehindabout$12,000,000 
a  month? 

Mr.  Spalding.  Is  it  not  true  that  $195,000,000  was  paid  into  the  Treas- 
ury during  this  Administration  in  exchanging  greenbacks  for  gold? 

Mr.  Eckels.  I  do  not  know  exactly  the  amount,  but  there  was  a  great 
deal. 

Mr.  Spalding.  It  was  about  that.  Is  it  not  true  they  recouped  in  a 
large  measure  the  gold  in  the  Treasury  by  issuing  greenbacks,  because 
they  are  bettor  to  carry  than  gold,  and  for  various  other  reasons  ?  There 
were  $195,000,000  paid  in,  notwithstanding  the  action  of  this  endless 
chain  so  much  talked  about? 

Mr.  Eckels.  Tes ;  there  was  a  large  amount  of  gold  paid  out.  A  great 
deal  more  than  $195,000,000  was  paid  out. 
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Mr.  Spalding.  That  is  largely  because  we  are  running  short,  I  think. 
The  statement  of  Mr.  Hill  is  that  the  increase  of  gold  in  the  Treasury- 
endangers  the  condition  of  the  Treasury. 

Mr.  Eckels.  It  does  not  strengthen  it  unless  you  have  both  gold  and 
greenbacks  in  the  Treasury. 

Mr.  Spalding.  It  could  not  strengthen  the  condition,  because  there 
is  less  than  $346,000,000  of  greenbacks  in  existence.  -^ 

Mr.  Eckels.  These  notes  and  the  Sherman  notes  would  be  about 
$450,000,000. 

IMPRISONING  THE  GBEENBACKS. 

Mr.  Cox.  Now,  I  will  go  back  to  my  line  of  thought.  The  question 
propounded  by  Mr.  Johnson,  in  the  consideration  of  this  bill,  is  a  very 
proper  one.  Of  course,  as  you  decrease  the  amount  of  greenbacks  out- 
standing and  put  tbem  into  prison,  as  the  term  has  come  to  be  used,  so 
to  that  extent  you  decrease  the  danger  of  a  raid  upon  the  Treasury. 
That  is  plain.  Now,  under  this  bill  you  redeem  the  ones  and  twos  and 
fives  that  are  outstanding.  You  redeem  them  with  silver  when  they 
come  in.  Do  you  remember  the  amount  of  fives,  twos,  and  ones  t  I  had 
that  statement  here  at  one  time. 

Mr.  Eckels.  About  $75,000,000  of  ones  and  twoa 

Mr.  Fowler.  They  amount  to  about  $250,000,000. 

Mr.  Cox.  Just  assume  that  sum  for  the  point  of  my  question.  Now, 
say  they  are  destroyed;  you  require  30  i^er  cent  of  the  circulation  of 
the  banks  to  be  taken  out  on  the  basis  of  greenbacks.  That  would 
put  in,  I  should  say,  if  it  were  imperative,  something  like  $150,000,000, 
would  it  not?  lam  running  on  these  figures  without  having  them 
fresh  in  my  mind. 

Mr.  Eckels.  The  present  national-bank  capital  is  about  $660,000,000. 
If  all  the  present  national  banks  went  into  the  system 

Mr.  Cox.  Making  it  imperative. 

Mr.  Eckels.  If  tbey  were  compelled  to  take  out  76  per  cent  of  the 
amount  of  that  capital  in  circulation,  75  per  cent  of  $650,000,000  would 
be  about  $485,000,000,  and  then  30  per  cent  of  that  sum,  if  they  all 
went  into  it,  would  impound  about  $146,000,000. 

Mr.  Cox.  Now  we  add  to  the  other. 

Mr.  Eckels.  To  which  other? 

Mr.  Cox.  To  the  other  where  you  have  included  the  fives,  twos,  and    . 
ones;  and  it  amounts  to  about  $250,000,000.  ^ 

Mr.  Eckels.  But  some  of  the  fives  are  legal  tenders. 

Mr.  Cox.  Suppose  we  let  the  fives  alone  and  cancel  the  ones  and 
twos  with  silver.  That  is  about  $75,000,000,  and  then  you  get  about 
$150,000  on  the  30  per  cent  that  is  to  be  deposited  for  circulation  of 
the  legal-tender  notes.  Then  you  have  got  $180,000,000  and  $75,000,000, 
which  makes  $250,000,000.  I  am  running  on  rough  figures  now.  When 
you  come  to  the  result  you  will  find  they  are  all  impounded. 

SILVER  IN  plage   OF   SMALL  NOTES. 

Mr.  Eckels.  I  do  not  understand  by  what  method  you  say  you  can- 
cel the  ones  and  twos  with  silver.  You  do  not  intend  to  redeem  in 
silver  I 

Mr.  Cox.  This  act  provides  when  they  come  into  the  Treasury  in  any 
shape  whatever  they  are  canceled  and  silver  is  issued  in  their  place 
and  it  goes  to  the  extent  of  the  fives.  The  fives  were  put  in  there. 
The  calculation  is.  to  supply  the  ones  and  twos  and  put  in  their  place 
the  silver. 
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Mr.  Hill.  There  are  $5,000,000  greenbacks,  $19,000,000  Treasury 
notes,  and  $43,000,000  of  silver  certificates — ones  and  twos — making 
$69,000,000  all  told,  of  silver  certificates,  greenbacks,  and  Treasury 
notes. 

Mr.  Cox.  It  is  not  imperative  under  this  act  that  he  shall  issue  actual 
silver  in  the  redemption  and  cancellation  of  those  notes.  It  is  owing 
to  what  the  man  wants;  but  it  supplies  to  these  raiders  upon  the  Treas- 
ury the  ones  and  twos  with  silver  out  of  the  bullion. 

Mr.  Eckels.  I  do  not  understand  the  Secretary  of  the  Treasury  is 
to  redeem  in  silver  anything  except  silver  certificates. 

Mr.  Cox.  Look  at  section  11 : 

That  whenever  there  shall  be  received  into  the  Treasury  of  the  United  States  any 
legal-tender  notoH  or  Treasury  notes  issued  under  the  act  of  July  14, 1890,  of  less  denom- 
ination than  $10,  the  same  shall  be  canceled  and  silver  dollars  or  silver  certificates 
of  like  denominations  shall  be  issued  in  amounts  equal  to  such  notes  so  canceled; 
and  hi  order  to  put  the  provisions  of  this  act  into  effect,  the  Secretary  of  the  Treas- 
ury shall  proceed  to  coin  the  silver  bullion  in  the  Treasury  as  rapidly  as  practicable, 
and  he  is  hereby  directed  to  issue  silver  certificates  upon  the  silver  bullion  now  in  the 
Treasury  for  the  purposes  hereinabove  stated. 

Mr.  Johnson.  I  suppose  if  any  individual  presented  Treasury  notes 
and  demanded  gold  he  would  be  entitled  to  receive  it,  but  if  he  should 
preseut  it  in  paying  for  customs  it  might  be  retired  and  silver  issued 
in  its  place. 

UTILIZING  THE  BULLION  IN  THE  tB^ASUBY. 

Mr.  Cox.  That  is  exactly  right.  Of  course  the  idea  in  that  bill  was 
to  try  and  utilize  the  bullion  which  is  in  the  Treasury. 

Mr.  Johnson.  It  puts  the  silver  represented  by  the  certificate  in  its 
place! 

Mr.  Cox.  Section  12  gives  discretionary  power. 

Mr,  Newlands.  You  get  rid  of  the  endless  chain  there. 

Mr.  Cox.  You  have  made  a  point  that  is  not  in  this  bill.  I  do  not 
want  to  go  into  that  now.  Section  12  is  another  thing  which  provides, 
for  the  purpose  of  getting  control  of  these  Treasury  notes,  that  so  much 
of  the  customs  dues  shall  be  paid  in  these  notes.  I  am  right  in  the 
construction  of  that! 

Mr.  EcKilLS.  Yes;  it  gives  discretionary  power.  It  all  tends  to 
attempting  to  do  the  same  thing.  The  balance  of  the  sections  relate 
to  State  banks. 

Mr.  Cox.  No ;  the  thirteenth  section  was  put  into  this  bill  before  any 
bonds  were  issued  by  the  present  Administration  and  was  an  attempt 
to  reduce  the  rate  of  interest.    That  is  what  that  was  put  in  there  for. 

STATE  BANKS. 

Section  14  refers  to  State  banks.  I  want  to  ask  you  one  question 
about  that.  You  take  all  the  provisions  of  that  act  that  are  made 
applicable  to  State  banks,  and  the  restrictions  which  are  thrown  around 
State  banks  in  this  act,  and  I  would  like  to  have  your  judgment  as  to 
whether  it  would  be  possible  for  a  Stat«  bank  to  issue  notes  which 
would  not  be  perfectly  good.    . 

Mr.  Eckels.  That  would  dei)end  entirely  upon  how  the  authorities 
live  up  to  the  provision  of  the  law.  If  around  State-bank  issues  are 
thrown  all  the  provisions  which  are  thrown  around  national-bank  issues 
I  am  not  able  to  see  what  advantage  there  is  in  not  having  State  banks 
brought  into  the  national  system. 
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Mr.  FowLEB.  So  as  to  secure  a  uniform  currency? 

Mr.  Eckels.  And  to  do  away  with  the  inconvenience  and  confusion 
of  having  different-appearing  circulating  notes. 

Mr.  Johnson.  There  is  not  much  more  reason  to  have  more  safeguards 
thrown  around  State  banks  than  around  national  banks,  when  they  are 
really  all  national  banks? 

Mr.  Eckels.  I  think  so.  If  the  Government  of  the  United  States 
has  power  to  make  provisions  as  to  the  things  that  shall  be  done  by 
the  national  banks  before  they  can  issue  notes,  I  do  not  know  why  it  has 
not  the  right  to  go  a  step  further  and  say  it  will,  as  a  matter  of  legal 
right,  regulate  the  whole  thing.  There  is,  in  addition,  the  doing  away 
with  any  element  of  doubt  that  otherwise  might  exist  as  to  the  con- 
struction the  various  officers  of  the  various  States  would  put  upon  the 
provisions  regulating  them,  as  provided  for  by  this  act.  I  think  the 
notes  would  be  perfectly  safe,  but  I  do  not  see  any  advantage  that 
would  accrue  to  the  State  banks,  and  I  do  believe  that  some  disadvan- 
tages would  result. 

Mr.  Johnson.  Having  all  national  banks  would  tend  to  simplicity? 

Mr.  Eckels.  Tes. 

Mr.  Johnson.  And  avoid  any  question  affecting  jurisdiction  between 
national  and  State  governments? 

UNIPOBMITY  OP  REPORTS  AN  ADVANTAOE. 

Mr.  Eckels.  Yes;  and  that  is  a  great  deal  and  worth  considering. 
I  have  within  the  last  two  weeks  sent  a  letter  to  all  of  the  governors  of 
the  States  asking  if  the  State  reports  can  not  be  made  uniform  with 
national-bank  reports,  the  time  for  making  calls,  ete.  Tlie  gain  in 
uniformity  would  be  of  great  advantage. 

Mr.  Gox.  That  ends  the  bill.  Let  me  call  attention  to  the  first  thing 
in  regard  to  State  banks. 

First.  That  sach  bank  has  had  at  no  time  oatotanding  any  circulating  notes  in 
excess  of  75  per  centum  of  its  paid-up  and  unimpaired  capital. 

Of  course  the  right  to  issue  circulation  is  the  same  as  for  national 
banks,  so  there  is  uniformity  in  that  direction.  It  can  not  issue  in  excess 
of  75  per  centum  and  there  is  uniformity  of  circulation. 

Second.  That  the  stockholders  are  individually  liable  for  the  redemption  of  the 
circulating  notes  in  an  amount  equal  to  the  par  value  of  the  stock  owned  by  them, 
but  this  shall  not  be  required  in  the  case  of  persons  holding  stock  as  ezecut>or8,  admin- 
istrators, guardians,  or  trustees  if  the  assets  and  funds  in  their  hands  are  liable  in 
like  manner  to  the  same  extent  as  the  testator,  intestate,  ward,  or  person  interested 
in  such  funds  should  be  if  living  and  competent  to  act  and  hold  the  stock  in  his  own 
name. 

Third.  That  the  circulating  notes  constitute  by  law  a  first  lien  upon  aU  the  assets 
of  the  bank. 

There  is  the  liability  of  the  stockholder. 

Fourth.  That  the  bank  has  at  all  times  kept  on  deposit  with  the  officer  of  the  State 
authorized  by  law  to  receive  and  hold  the  same  a  guaranty  fund  iu  currency  certiti- 
cates  issued  under  section  5193  of  the  Revised  Statutes  of  the  United  States,  or  United 
states  legal-tender  notes,  including  Treasury  notes  of  1890,  equal  to  30  per  centum 
of  its  ontotanding  circulating  notes. 

This  is  substantially  as  it  is  in  the  national  banks. 

Fifth.  That  it  has  promptly  redeemed  its  notes  at  par  on  den^nd  at  its  principal 
office,  or  at  one  or  more  of  its  branch  offices  if  it  has  branches. 

Whenever  the  Secretary  ot  Treasurv  and  Comptroller  of  Currency  shall  be  satis- 
fied that  any  banking  corporation  duly  organized  under  the  laws  of  any  State,  nnd 
which  transacts  no  other  than  a  banking  business  as  provided  in  this  section,  has 
been  incorporated  under  the  laws  of  the  State  in  which  It  is  located  and  as  snob 
laws  require 
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OBEATING  A  HOME  M ABEET. 

The  xx)iut  you  make — and  there  is  some  i)oint  in  it — if  you  put  these 
restrictious  upon  the  State  banks,  there  is  do  necessity  then  for  them 
to  go  in  except  into  national  banks.  Let  me  call  attention  to  the  dif- 
ferent methods.  The  assets  of  the  bank  depend  upon  the  locality  of 
the  bank.  It  depends  upon  the  business  which  it  does;  it  does  not 
depend  upon  any  irou  rule. 

Take,  for  instance,  a  huudred-thousand-dollar  State  bank  in  my 
State,  Tennessee.  They  have  complied  with  the  conditions,  and  no 
tax  attaches  to  the  circulation  of  the  note.  Notice,  then,  that  we  have 
got  a  certain  amount  of  money  in  our  vaults  that  can  not  be  used. 
We  invest  that  money  in  State  bonds  of  the  State  of  Tennessee  as  an 
asset  of  the  bank.  What  is  the  effect  of  that?  By  investing  there, 
we  create  what  you  might  call  a  home  market,  and  this  interest  on  the 
bonds  is  paid  out  at  home.  In  addition  to  that  you  make  every  bank 
in  my  State  that  has  any  investments  of  that  kind  deeply  interested 
in  maintaining  the  credit  of  its  State.  There  is  the  advantage  you 
get.  Take  a  bank  in  New  York  or  one  of  the  great  cities.  They 
never  think  of  investing  their  assets  in  that  way,  but  we  do.  One 
great  advantage,  I  think,  this  system  gives,  although  as  an  old  Demo- 
crat I  do  not  think  we  had  any  right  to  put  the  10  i>er  cent 

Mr.  EoEELS.  I  think  the  most  undemocratic  thing  you  have  stated  is 
your  suggestion  relative  to  the  building  up  of  a  home  market. 

Mr.  Gox.  I  got  on  the  Republican  doctrine  on  that  line. 

Mr.  Johnson.  You  have  not  got  on  the  Bepublican  doctrine  on  the 
State-bank  idea. 

Mr.  Cox.  Well,  I  am  willing  to  budge  over  one  time.  One  more 
point  about  this.  I  do  not  believe  you  can  sit  down  in  this  room  or  in 
Congress  and  formulate  any  banking  bill  that  will  be  successiul  unless 
you  leave  a  certain  amount  of  control  to  localities  over  their  own  bank- 
ing system.  I  do  not  believe  you  can  do  it  to  save  your  life.  If  we  are 
X)ermitted  down  there  to  organize  State  banks  with  circulation  under 
these  rigid  restrictions — they  were  put  in  here  for  this  purpose — ^you 
give  us  an  opportunity  to  issue  a  currency  just  as  soon  as  it  is  needed, 
and  you  give  us  an  opportunity  to  do  it  and  to  use  our  own  securities. 

LOANING  on  BEAL  ESTATE. 

Mr.  EOKELS.  The  difficulty  in  State  banks  issuing  notes  and  having 
the  bank  notes  accepted  would  lie  in  the  fact  that  they  would  wish  to 
have  the  same  right  which  they  now  have  of  loaning  on  real  estate. 

Mr.  Cox.  That  is  exactly  right. 

Mr.  EoKELS.  And  unless  it  should  be  provided  that  State  banks 
should  not  loan  on  real  estate,  there  would  be  danger  from  such  State 
bank  issues.  State  banks  in  many  sections  of  the  South  would  not 
accept  a  system  which  does  not  permit  them  to  loan  on  real  estate. 

Mr.  Cox.  Pardon  me  just  there.  ,State  banks  do  so  all  over  the 
country,  all  over  the  United  States,  and  in  my  town  there  is  a  State 
bank  on  one  corner  and  a  national  bank  on  another.  It  is  an  everyday 
transaction  that  the  State  banks  loan  on  real  estate. 

Mr.  Eckels.  Yes ;  but  that  is  the  difficulty  in  issuing  notes  against 
their  assets,  because  they  are  not  bankable  assets. 
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CONTEETIBLE  ASSETS. 

Mr.  Cox.  The  trouble  which  lies  iu  your  mind  is  that  real  estate  is 
not  an  asset  of  that  character  which  can  be  converted  readily  into  cash 
tor  the  purpose  of  the  redemption  of  the  notes;  and  in  this  bill,  mthout 
regard  to  the  denomination  or  the  general  assets  of  the  bank,  the  funds  . 

are  ample  and  sufl&cient.    One  more  word  there  and  we  will  pass  from  ^ 

that.  That  is  what  is  working  an  injustice  with  us,  that  the  very  assets 
we  have  got  we  can  not  use,  but  your  national  banks  have  to  resort  to 
this,  and  do  so  every  day,  and  it  is  perfectly  legitimate,  and  when  a  man 
wants  to  borrow  money  from  a  national  bank,  and  he  has  got  a  farm, 
he  gives  his  personal  security  upon  that  note,  and  that  is  the  only  way  * 
he  can  get  it. 

Mr.  l!^EWLANDS.  And  his  neighboring  farmer  indorses  it,  while  the 
real  security  is  the  farm,  after  all? 

Mr.  Cox.  And  the  real  security  is  the  farm  that  the  maker  of  the 
note  holds.  There  are  two  points  made  against  assets,  and  one  is  that 
you  can  not  readily  convert  them  into  cash.  Now,  there  is  nothing  iu 
my  country  that  you  can  convert  into  cash  as  readily  as  real  estate, 
unless  it  is  a  bond  or  something  which  sells  on  the  stock  markets  of 
the  country,  and  we  have  none  of  those. 

Mr.  EoKELS.  I  do  not  think  that  any  bank  notes,  under  any  well- 
regulated  system,  are  x)ermitted  to  be  issued  against  assets  which  are 
known  to  be  other  than  what  are  called  quick  assets,  viz,  good  com- 
mercial paper.  It  is  not  good  banking  to  issue  bank  notes  against  real 
estate  assets,  for  the  reason  that  real  estate  assets  are  not  convertible 
upon  demand.  ^  ^ 

M  r.  Cox.  As  to  that  sole  objection  that  the  assets  of  the  bank  are  in  real 
estate,  I  can  give  you  an  illustration  of  the  practical  working  of  it.  In 
nine  years'  experience  in  the  bank  at  home,  we  have  never  lost  a  cent — 
not  a  cent — but  one  step  further  which  impresses  me,  I  do  not  tliink  it 
is  proper  or  right  by  an  act  of  Congress  to  discrimmate  against  any 
property  of  any  individual. 

Mr.  Spalding.  You  mean  real  estate? 

Mr.  Cox.  I  think  real  estate  has  the  same  rights  of  the  territory,  to 
80  express  it,  as  bonds  or  stocks. 

Mr.  Johnson.  I  want  to  ask  you  a  question.  Suppose  this  bill  should 
become  a  law,  and  State  banks  should  be  given  the  right  to  issue  cir- 
culating notes  under  it,  do  you  understand  the  Government  would 
retain  the  right  of  visitation  upon  those  State  banks;  the  right  to 
require  reports  and  inspect  them  by  sworn  officers? 

Mr.  Cox.  Put  police  power  in  there  if  you  want  to,  but  it  would  not 
amount  to  anything. 

Mr.  Johnson.  It  would  not  amount  to  anything  unless  the  National 
Government  had  the  right  to  enforce  that  power? 

Mr.  Cox.  Oh,  the  very  moment  there  is  a  violation  of  the  law  in  any 
shape,  I  do  not  care  how  you  put  it,  in  the  redemption  of  notes,  defi- 
ciency of  assets,  or  anything  of  that  kind,  the  Government  could  put  its 
hand  upon  the  bank  by  forcing — — 

Mr.  Johnson.  That  would  be  shutting  the  door  after  the  horse  is  out. 

Mr.  IIiLL.  I  move  that  the  committee  take  a  recess  until  1  o'clock. 

The  motion  was  agreed  to. 
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AFTER  RECESS. 

The  Chairman.  Mr.  Hill  has  the  floor. 

Mr.  Hill.  How  innch  time  have  I  at  my  disposal? 

The  Chairman.  That  is  for  you  to  say. 

Mr.  Hill.  I  will  limit  myself  to  any  time  you  may  desire. 

I  would  ask  the  consideration  of  the  bill  H.  R.  9823. 

Mr.  Chairman  and  gentlemen,  I  think  I  can  shorten  this  hearing  by 
making  a  very  brief  statement.  The  purpose  and  object  of  this  bill  is 
to  improve  and  liberalize  the  national-bank  law  as  we  now  have  it — the 
system  as  we  now  have  it.  I  start  on  the  theory  that  we  have  banks 
enough,  and  that  the  necessity  for  any  more  banks  will  develop  them, 
the  same  as  the  necessity  for  grocery  stores  or  dry  goods  stores  will 
develop  those  stores,  without  any  legislation.  The  purpose  and  object 
of  this  bill  is  to  perfect  the  existing  system,  so  that  the  State  and  private 
banks  of  the  country  will  come  under  the  national  system.  Its  object 
is  to  so  liberalize  the  present  system  as  to  bring  existing  banks  under 
national  supervision  and  control. 

NO   MORE  BANKS  NEEDED., 

I  am  prepared  to  demonstrate  that  we  have  banks  enough  at  the 
present  time,  but  I  do  not  wish  to  go  into  that  subject,  as  I  do  not  want 
to  take  up  the  time  of  the  committee.  I  will  say,  however,  that  to-day 
the  United  States  has  banking  funds  to  the  extent  of  $93.G0  per  capita, 
as  against  $120  per  capita  in  England,  and  these  two  nations  are  out  of 
sight  above  every  other  nation  in  the  world.  The  nation  next  to  these 
two  is  Denmark,  with  $58  per  capita,  and  the  other  nations  run  down 
to  Germany,  with  $35;  France,  with  $25  per  capita,  and  Eussia  with 
$6  per  capita.  So  I  start  out  with  the  proposition  that  the  thing  for 
us  to  do  at  the  present  time  is  not  to  have  a  radical  revolution  in  bank- 
ing legislation  or  in  the  financial  legislation  of  this  country,  but  to 
improve  what  we  have  got  and  try  to  bring  all  the  banks  under  a 
uniform  system,  and  to  so  liberalize  the  law  as  to  induce  them,  rather 
than  to  compel  them,  to  come  in.  With  that  preliminary  statement,  I 
will  go  ahead. 

I  want  to  say  in  addition,  however,  that  my  theory  in  regard  to  this 
is  sustained  by  two  facts  which  have  been  made  known  recently.  One 
of  these  is  in  the  State  of  Massachusetts.  The  treasurers  of  savings 
banks  have  met  there  and  announced  as  their  deliberate  ox)inion  that 
there  are  too  many  banks  in  that  State  and  that  the  number  should  be 
decreased  and  the  capital  reduced.  The  other  fact  1  wish  to  speak 
about  is  that  on  the  following  day  from  Kansas  came  the  official  decla- 
ration of  the  State  bank  examiner  that  there  are  too  many  banks  in 
Kansas  and  that  they  should  be  reduced  50  per  cent  in  number  and 
largely  in  capital. 

So  I  think,  gentlemen,  I  am  sustained  by  these  two  official  declara- 
tions that  the  banking  facilities  of  this  country  are  sufficiently  great 
already,  and  that  the  thing  for  us  to  do  is  to  try  and  improve  the  sys- 
tem rather  than  to  enlarge  it  or  radically  revolutionize  it.  To  do  that  I 
have  introduced  H.  E.  9823,  and  I  call  the  attention  of  the  committee 
and  the  attention  of  the  Comptroller  to  its  provisions. 

The  first  part  of  the  bill  is  strictly  in  accordance  with  the  recom- 
mendation, not  only  of  the  present  Comptroller  of  the  Currency,  but  of 
every  Comptroller  from  John  J.  Knox  down  to  the  present  time. 
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NOTES  ISSUED  TO  PAS  YAXUB   OF  BONDS. 

The  first  section  is  as  follows: 

Be  it  en€u;ted  by  the  Senate  and  Haueeof  Repreientativei  of  the  United  8taie»  of  America 
in  Congreee  aeeembled,  That  upon  deposit  by  national  banking  associations  of  United 
States  bonds,  bearing  interest  as  provided  by  law  under  the  provisions  of  sections 
fifty-one  hundred  and  fifty-uiue  and  fifty-one  hundred  and  sixty  of  the  Revised  ^ 

Statutes,  such  associations  shall  be  entitled  to  receive  from  the  Comptroller  of  ' 

the  Currency  circulating  notes  of  different  denominations  in  blank,  registered 
and  countersigned  as  provided  by  existing  law,  eqnal  in  face  valne  to  the  full 

Ear  value  of  the  bonds  so  deposited;  and  national  banking  associations  now 
aving  bonds  on  deposit  for  the  seonritv  of  circulating  notes  less  in  face  value 
than  the  par  value  of  the  bonds,  or  which  may  hereafter-  have  such  bonds  on 
deposit,  shall  be  entitled,  upon  dno  application  to  the  Comptroller  of  the  Currency, 
to  receive  additional  circulating  notes  in  blank  to  an  amount  which  will  increase  the 
aggregate  value  of  the  oircalating  notes  held  by  such  associations  to  the  par  valne 
of  the  bonds  deposited,  such  additional  notes  to  be  held  and  treated  in  the  same  way 
as  circulating  notes  of  national  banking  associations  heretofore  issned,  and  subject 
to  all  the  provisions  of  existing  law  affecting  such  notes:  Provided^  That  nothing 
herein  contained  shall  be  construed  te  modity  or  repeal  the  provisions  of  sections 
fifty-one  hundred  and  sixty-seven  and  fifty-one  hundred  and  seventy-one  of  the 
Revised  Statutes,  authorizing  the  Comptroller  of  the  Currency  to  require  additional 
deposits  of  bonds  or  of  lawful  money  in  case  the  market  value  of  the  bonds  held  to 
secure  the  circulating  notcib  shall  fall  below  the  par  value  of  the  circulating  notes 
outstanding  for  which  such  bonds  may  be  deposited  as  security. 

That  permits  the  increase  of  circulating  notes  to  par,  which  is  your 
recommendatioD,  I  believe? 

Mr.  Eckels.  Yes:  I  have  made  that  recommendation  each  year  I 
have  been  Comptroller. 

Mr.  Hill  (continuiDg).  And  which  I  thought  wouldmeet  the  approval 
of  the  banking  institutions  of  the  country.  > 

TAX   ON  CIRCULATION. 

The  second  section  provides  for  the  reduction  of  the  tax  to  one-fourth 
of  1  per  cent.  I  put  this  in  the  bill,  in  accordance  with  your  recom- 
mendation. I  would  like  to  ask  you  why,  in  your  judgment,  any  tax 
should  be  put  on  circulation? 

Mr.  Eckels.  The  only  justification  for  it  would  be  to  make  banks 
pay  the  necessary  expenditure  of  the  Oovornment  in  taking  care  of  the 
supervision  of  the  banks. 

Mr.  Hill.  I  would  ask  you  if  that  is  not  paid  by  the  national  banks 
to-day,  outside  of  any  kind  of  a  tax— the  entire  cost  of  making  the  bills 
and  keeping  the  plates,  and  the  examination  of  banks,  and  everything 
of  that  kind,  as  an  additional  charge,  outside  of  taxation — ^isn't  it 
assessed  upon  the  banks? 

Mr.  ECKBLS.  The  tax  is  for  that  expense. 

Mr.  Hill.  The  redemption  charges  are  paid  by  the  banks? 

Mr.  Eckels.  Yes. 

Mr.  Hill.  The  cost  of  the  bills  is  paid  by  the  banks? 

Mr.  Eckels.  Yes.  The  tax,  though,  is  supposed  to  meet  certain 
expenses  of  the  Bureau. 

Mr.  Hill.  Then  I  understand  that  the  salary  of  the  Comptroller  and  ^ 

the  expenses  of  the  Bureau  are  not  included? 

Mr.  Eckels.  No. 

Mr.  Hill.  They  are  charged  to  the  banks,  and  this  tax  of  one-fourth 
of  1  per  cent  is  nominally  supposed  to  cover  every  outside  expenditure 
not  now  assessed. 
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Mr.  EOKEiiS.  Yes. 

Mr.  Hill.  And  that  this  would  be  abundantly  large  and  even  more 
than  sufficient. 

Mr.  EcKSLS.  Yes;  more  than  sufficient. 

Mr.  Hill.  Let  me  ask  you  whether,  in  your  judgment,  it  would  not 
be  full  as  well  to  include  those  exi)enses  in  the  assessment,  as  now  laid, 
and  not  have  any  tax  at  all? 

Mr.  Eckels.  It  would  be  virtually  the  same  thing. 

Mr.  Hill.  If  it  was  an  assessment,  as  the  redemption  charges  are 
now  made,  and  as  the  examination  charges  are  now  made,  the  banks 
then  would  absolutely  pay  the  expenses  and  nothing  more? 

Mr.  Eckels.  Yes. 

Mr.  Hill.  Do  you  know  any  reason  why  money  should  be  taxed  ? 

Mr.  Eckels.  No;  I  do  not  know  of  any  reason  why  money  should  be 
taxed.  I  do  not  know  of  any  reason  why  a  country  should  undertake 
1o  get  out  circulation  and  put  barriers  in  the  way  of  so  doing,  in  the 
shape  of  unnecessary  taxes. 

Mr.  Hill.  Section  2  is  as  follows: 

Skc.  2.  That  in  lieit  of  all  existing  taxes  every  national  banking  afisociation  shall 
pay  to  the  Treasurer  of  the  United  States  in  the  month  of  January  of  each  year  a 
duty  of  one-quarter  of  one  per  centum  upon  the  average  amount  of  its  notes  in 
circulation  during  the  preceding  year. 

I  have  drawn  that  section  in  deference  to  your  judgment — contrary 
to  mine,  because  I  think  there  should  be  no  tax  on  money,  myself. 

BETIBEMENT  OF  LEGAL  TENBEES. 

Section  3  is  as  follows : 

Skc.  3.  That  whenever  and  so  often  as  circulating  notes  shall  he  issued  to  any 
such  newly  organized  hanking  association,  or  to  an  existing  association  increasing 
its  capita]  or  circulating  notes,  it  shall  he  the  duty  of  the  Secretary  of  the  Treasury 
to  redeem  and  cancel  legal-tender  United  States  notes  issued  under  acts  passed  prior 
to  Jnly  first,  eighteen  hundred  and  ninety,  to  an  amount  eq  ual  to  the  sum  of  national- 
hank  notes  BO  issued  to  any  such  hanking  association ;  and  whenever  the  Treasury 
shall  not  have  in  its  possession  United  States  legal-tender  notes  issued  as  aforesaid, 
the  provisions  of  this  section  shall  then  apply  to  the  like  redemption  and  cancella- 
tion of  Treasury  notes  issued  under  the  act  of  July  fourteenth,  eighteen  hundred 
and  ninety. 

That  provides  for  the  redemption  and  cancellation  of  the  legal-tender 
paper  money  of  the  United  States  exactly  as  fast  and  no  faster  than 
the  national  bank  circulation  is  issued  under  the  liberal  provision  of 
this  bill. 

Mr.  Eckels.  That  is  virtually 

Mr.  Hill.  A  reenactment  of  the  old  law,  except  that  it  provides  for 
100  i)er  cent  when  the  other  provides  for  80  i)er  cent. 

Mr.  Eckels.  Yes. 

Mr.  Hill.  To  keep  the  volume  exactly  alike. 

GK)LB  BOND  ISSUES  AUTHOBIZEB. 

Section  4  is  as  follows: 

Sec.  4.  Thattoenahle  the  Treasnrer  of  the  United  States  to  comply  with  thereqnire- 
ments  of  this  act  and  to  redeem  and  cancel  the  United  States  legal-tender  notes  and 
Treasury  notes  named  therein,  he  is  herehy  authorized  to  issue  from  time  to  time,  on 
the  credit  of  the  United  States,  coupon  or  registered  honds,  redeemahle  at  the  pleas- 
ure of  the  United  States  after  five  years,  and  payable  twenty  years  Arom  date,  bear- 
ing interest  at  the  rate  of  three  per  centum  per  annum,  payable  Mmiannually,  to  such 
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an  amount  as  may  be  necessary  for  the  purpose  herein  expressed;  and  the  proceeds 
of  the  same  to  be  used  for  no  other  purpose  whatsoever.  The  bonds  so  authorized 
shnll  be  payable  in  gold,  and  shall  be  of  such  denominations,  not  less  than  one  hun- 
dred dollars,  as  may  be  determined  upon  by  the  Secretary  of  the  Treasury,  and  may 
be  disposed  of  by  him  at  any  time  at  not  less  than  their  par  value  for  either  class  of 
said  notes  or  for  gold  in  this  country  or  elsewhere. 

That  provides  for  authorizing  the  Treasurer  of  the  United  States, 
whenever  it  becomes  necessary  and  at  his  discretion — for  this  purpose 
and  this  purpose  only,  the  proceeds  to  be  used  for  nothing  else—to 
issne  bonds  distinctly  and  specifically  payable  in  gold,  with  authority 
to  sell  them  here  or  elsewhere.     Have  you  any  objection  to  that! 

Mr.  Eckels.  I  see  no  objection  to  the  bonds  being  paid  in  gold. 

Mr.  Hill.  You  think  there  is  no  harm  in  such  a  discrimination! 

Mr.  Eckels.  I  do  not.  I  think  there  ought  not  to  be  a  bond  issued 
by  this  Government  except  distinctively  payable  in  gold. 

Mr.  Hill.  That  meets  your  approval! 

Mr.  Eckels.  In  that  respect  the  section  meets  my  approval. 

Mr.  Hill.  Is  there  any  other  respect  in  which  it  does  not  meet  your 
approval! 

Mr.  EOKELS.  I  have  stated  a  number  of  times  that  I  thought  the 
manly  and  creditable  thing  to  do  would  be  to  get  rid  of  these  legal 
tenders,  by  the  funding  of  them,  but  the  question  this  committee  has 
to  deal  with  is  whether  or  not  it  is  the  most  practical  way.    If  I  had. 
the  doing  of  it  I  would  do  it  in  that  way. 

Mr.  Hill.  If  I  had  the  doing  of  it  and  it  was  dependent  on  me  and 
my  vote,  1  would  do  it  in  that  way,  but  I  recognize  the  fact  it  has  to 
meet  the  ai>proval  of  the  people,  and  consequently  I  have  aimed  for 
nijiintaining  an  exact  equivalent  in  the  issuance  of  bank  notes  for  the 
retirement  of  the  greenbacks. 

Mr.  Eckels.  I  do  not  see  any  reason  why  the  United  States  ought 
not  to  pay  its  debts,  whether  it  has  its  debts  in  the  shape  of  a  bond, 
drawing  interest,  or  in  the  shape  of  promises  to  pay  not  drawing  inter- 
est. The  funding  of  these  legal  tenders  would  be  simply  the  payment 
of  a  just  debt.  The  objection  that  this  method  of  disposing  of  them 
substitutes  an  interest-bearing  debt  for  a  noninterest  bearing  one  is  not 
a  very  substantial  one.  There  is  no  reason  why,  if  the  Government  has 
the  property  of  the  citizens  and  uses  it  for  the  benefit  of  the  Govern- 
ment, the  Government  ought  not  to  pay  for  so  doing. 

Mr.  Biiosius.  Will  the  Comptroller  have  the  goodness  to  explain  why 
the  Government,  or  even  an  individual,  should  pay  a  debt  that  costs  no 
interest  when  the  creditor  does  not  want  it  paid! 

Mr.  Eckels.  An  individual  or  the  Government  ought  to  pay  a  debt 
that  is  a  source  of  danger  to  it,  whether  it  bears  interest  or  not,  and  it 
ought  to  have  it  known  definitely  when  these  debts  will  be  terminated. 
*  Mr.  Brosius.  Then  you  mean  to  qualify  your  former  statement  that 
the  (xovernment  ought  to  pay  any  debt  that  is  a  source  of  danger! 
You  did  not  have  that  in  your  other  statement. 

Mr.  Eckels.  The  Government  ought  to  pay  all  of  its  debts,  whetlier 
they  are  dangerous  or  otherwise. 

The  Chairman.  Isn't  it  a  fact  that  individuals  pay  debts  wlien  it  is 
for  their  interest  to  pay  them,  without  consulting  the  interest  of  the 
creditor! 

Mr.  Brosius.  Can  anybody  ever  say  it  is  to  the  interest  of  the 
debtor  to  pay  a  debt  not  drawing  interest,  if  the  creditor  doesn't  want 
to  receive  it! 


FINANCIAL   AND   BANKING   SITUATION.  381 


AUTHOBIZINa  BANKS   WITH  SMALL   CAPITAL. 

Mr.  Hill.  I  call  your  atteution  to  section  5. 
Section  5  is  as  follows : 

Sec.  5.  That  seotion  fifty -one  hundred  and  thirty-eight  of  the  Revised  Statutes  is 
hereby  so  amended  as  to  read  as  follows : 

''Skc.5138.  No  association  shall  be  organized  with  a  less  capital  than  ono  hun- 
dred thousand  dollars,  except  that  banks  with  a  capital  of  not  less  than  fifty  thou- 
sand dollars  may,  with  the  approval  of  the  Secretary  of  the  Treasury ,  be  organized 
in  any  place  the  population  ot  which  does  not  exceed  six  thousand  inhabitants,  and 
except  that  banks  with  a  capital  of  not  less  than  twenty-five  thousand  dollars  may, 
with  the  sanction  of  the  Secretary  of  the  Treasury,  be  organized  in  any  place  the 
population  of  which  does  not  exceed  three  thousand  inhabitants.  No  association 
shall  be  organized  in  a  city  the  population  of  which  exceeds  fifty  thousand  persons 
with  a  capital  of  less  than  two  hundred  thousand  dollars.'' 

This  committee  has  already  passed  a  bill,  and  it  has  passed  the  House, 
providing  for  the  organization  of  small  banktj  with  a  possible  capital 
of  $20,000  in  towns  of  4,000  inhabitants.  This  section  varies  fi'om  that, 
limiting  tbe  capital  to  $25,000  in  towns  to  3,000  inhabitants.  Person- 
ally I  would  prefer  not  to  go  below  $25,000. 

5lr.  Eokels.  All  the  members  of  the  committee  agree  in  all  these 
bills  that  banks  ought  to  be  allowed  with  a  smaller  capital  than  at 
present. 

BETIBEMENT  OF   SILVER  GEBTIFIGATES. 

Mr.  Hill.  Section  6  is  as  follows : 

Sec.  6.  That  from  and  after  the  passage  of  this  act  the  Secretary  of  the  Treasury 
be,  and  he  hereby  is,  forbidden  to  issue  silver  certificates  in  excess  of  the  amount 
then  outstanding,  or  of  the  amount  as  it  may  hereafter  be  when  reduced  by  the  can- 
cellation of  such  certificates;  because  of  the  issuance  of  guaranteed  national-bank 
notes  in  place  thereof,  as  provided  in  section  eight  of  this  act. 

That  provides  for  the  retirement  of  silver  certificates  or  for  no  further 
issue  of  silver  certificates  after  they  are  retired  under  section  8  of  this 
act. 

Mr.  Cox.  How  do  you  retire  them! 

Mr.  Hill.  Section  8  retires  them. 

RETIREMENT  OF  NATIONAL-BANK  CIRCULATION. 

Section  7  is  as  follows : 

Sec.  7.  That  so  much  of  section  nine  of  an  act  entitled  ''An  act  to  enable  national 
banking  associations  to  extend  their  corporate  existence^  and  for  other  purposes/' 
approved  July  twelfth,  ci«;hteen  hundred  and  eighty  two,  as  reads  as  follows,  '*And 
no  national  bank  which  makes  any  deposit  of  lawful  money  in  order  to  withdraw 
it«  ciroulating  notes  shall  be  entitled  to  receive  any  increase  of  its  circulation  for 
the  period  of  six  months  from  the  time  it  made  such  deposit  of  lawful  money  for  the 
purpose  aforesaid:  Proridedf  That  not  more  than  three  millions  of  dollars  of  lawful 
money  shall  bo  deposited  during  any  calendar  month  for  this  purpose :  J»d  providedj 
That  the  provisions  of  this  section  shall  not  apply  to  bonds  called  for  redemption 
l)y  the  Secretary  of  the  Treasury,  nor  to  the  withdrawal  of  ciroulating  notes  incon- 
sequence thereof,''  be,  and  the  same  is  hereby,  repealed;  and  the  Comptroller  of  the 
Currency  is  hereby  authorized  and  directed  to  have  prepared  and  keep  ou  hand, 
ready  for  delivery  on  application,  blank  notes,  to  such  an  amount  as  he  may  deem 
advisable  for  each  national  banking  association  having  circulation. 

I  wanted  to  call  your  attention  to  that  section  in  comparison  with 
the  section  in  the  Carlisle  bill  which  we  have  just  had  under  considera- 
tion, which  repeals  other  sections  providing  for  the  retirement  of  the 
national  bank  circulation.  The  section  in  the  Carlisle  bill  and  the 
recoxaimanddtions  made  by  the  Secretary  of  the  Treasury  revive  the 
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previously  existing  law,  which  limits  the  retirement  to  sums  of  not  less 
than  $9,000,  which,  it  seems  to  me,  and  I  think  you  would  agree  with 
me,  would  be  a  mistake,  certainly  for  small  banks.  So  I  have  only 
provided  for  the  repeal  of  a  portion  of  that  section  rather  than  the 
whole  of  it. 

Mr.  Oox.  Let  me  understand  that.    What  is  the  proposition  involved  . 

in  that?  ^^ 

Mr.  Hill.  The  proposition  here  is  to  repeal  so  much  of  the  previous 
law  as  prevents  the  banks,  when  they  have  retired  their  circulation, 
taking  it  out  within  six  months;  also  so  much  of  the  existing  law  as 
forbids  all  of  the  banks  of  the  country  together  retiring  in  excess  of 
$3,000,000  a  month. 

The  Carlisle  bill  repeals  the  whole  section,  so  that  it  leaves  the  pre- 
vious law  in  force,  which  would  prevent  any  bank  from  retiring  circu- 
lation in  sums  of  less  than  $9,000.  If  we  were  to  have  a  $20,000  bank 
this  would  make  an  excessive  sum  for  them  to  retire  at  once. 

Mr.  Eckels.  I  do  not  think  the  Secretary  had  that  in  mind — I  mean 
the  small  banks. 

Mr.  Cox.  The  prox)osition  to  allow  the  organization  of  small  banks 
was  not  before  the  Secretary. 

Mr.  Eckels.  Ko,  it  was  not.  But  I  suppose  it  would  follow  as  a 
matter  of  course,  when  the  bill  was  perfected  upon  the  lines  of  small 
banks,  that  that  provision  would  go. 

Mr.  Hill.  You  would  not  think  it  wise  to  leave  that  standing! 

Mr.  Eckels.  Ko. 

Mr.  Hill.  With  that  thought  I  have  drawn  this  section  in  this  way, 
and  have  added  at  the  end  the  provision  which  will  require  the  Comp-  v 

troller  of  the  Currency  to  keep  a  supply  of  bills  on  hand  at  all  times, 
which  it  seems  to  me  is  necessary. 

Mr.  Eckels.  That  was  also  provided  for  by  the  Secretary's  bill. 

BANK  NOTES  ISSUED   IN  LIEU   OF  LEGAL  TENDEB. 

Mr.  Hill.  Sections  8,  0,  and  10  cover  an  optional  privilege  about 
which  I  have  a  little  doubt  myself,  but  upon  which  I  would  be  glad  to 
have  your  opinion. 

Those  sections  are  as  follows: 

Sbc.  8.  That  any  national  hank  now  organized,  or  that  may  be  hereafter  organized, 
ma^y  in  place  of  a  deposit  of  bonds  to  secnre  oircalation,  pay  to  the  Treasurer  of  the 
United  States  gold  coin  of  the  United  States  to  the  sum  of  not  less  than  twenty-five 
per  centum  nor  more  than  fifty  per  centum  of  the  capital  of  said  bank,  and  thereupon 
the  Treasurer  of  the  United  States  shaU  retire  and  destroy  a  corresponding  amount 
of  the  legal- tender  notes  or  I'reasury  notes  or  silver  certificates  of  the  United  States, 
selecting  such  issues  in  the  order  herein  named,  and  thereupon  the  Treasurer  shall 
cause  to  be  issued  to  said  national  bank  an  equal  amount  of  national-bank  notes  of 
distinctive  color  currently  redeemable  by  said  bank  in  gold  at  its  own  office  and  at 
the  Treasury  of  the  United  States  and  guaranteed  as  to  their  final  payment  by  the 
United  States;  but  such  guaranteed  notes  shall  not  be  subject  to  taxation  and  shaU 
not  constitute  a  lien  upon  the  assets  of  said  bank. 


)by  authorized  to  issue  national-bank  notes  to  an  equal 
of  bond  security  therefor,  but  the  amount  of  such  notes  shal.  at  no  time  exceed  the 
amount  of  guaranteed  notes  issued  by  the  Treasurer  to  said  bank  and  remaining  out- 
standing, and  such  notes  shall  not  be  subject  to  taxation. 

Sbc.  10.  That  national-bank  notes  not  guaranteed  as  to  their  final  payment  by  the 
United  States  shall  be  of  a  distinctive  color,  and  shall  declare  upon  their  face  that  they 
are  secured  by  a  first  lieu  upon  the  assets  of  the  bank  by  which  they  are  issued,  and 
said  notes  shall  be  redeemable  in  coin  at  the  bank  of  issue  and  at  such  other  redemp- 
tion agencies  and  under  such  regulations  as  may  be  approved  by  the  Comptroller  of 
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the  Cnrreney,  .and  all  snch  redemption  agencies  shall  be  plainly  indicated  upon  said 
notes ;  bot  snch  notes  shall  not  be  redeemed  at  the  Treasury  of  the  United  States, 
and  the  United  States  shall  not  be  in  any  way  responsible  therefor. 

Sec.  11.  That  the  Treasurer  of  the  United  States  is  hereby  authorized  in  his  dis- 
cretion to  use  any  coin  or  bullion  in  the  Treasury  made  free  by  the  cancellation 
of  United  States  legal-tendor  notes.  Treasury  notes,  or  silver  certificates  in  place  of 
guaranteed  notes,  issued  as  authorized  in  section  eight,  for  the  purchase  and  retire- 
ment of  any  of  the  bonds  or  other  obligations  of  the  United  States,  reserving,  how- 
ever, such  sum  as  in  his  Judgment  he  may  deem  necessary  for  the  final  payment 
of  .such  guaranteed  notes  as  may  become  due  because  of  the  lapse  or  expiration  of 
charters  of  banks  to  which  such  notes  were  issued,  and  any  reduction  of  said  guar- 
antee fund  not  offset  during  any  fiscal  year  by  deposit  of  gold  for  guaranteed  notes 
by  other  national  banks  shall  be  included  in  the  estimates  of  the  Treasury  Depart- 
ment for  the  ensuing  year  and  covered  by  an  appropriation  for  the  guarantee  fund. 

The  proposition  is  this :  That  in  lien  of  the  deposit  of  Government 
bonds  any  bank  may  pay  gold  to  the  Treasurer  of  the  United  States^ 
whereupon  it  becomes  the  duty  of  the  Treasurer  of  the  United  States 
to  destroy  greenbacks,  Treasury  notes,  or  silver  certificates,  to  a  like 
amount,  in  the  order  named — greenbacks,  if  he  has  them  or  can  get 
them;  Treasury  notes  next;  and  silver  certificates  next;  and  in  lieu  of 
that,  the  money  being  paid  in,  to  issue  to  this  bank  a  guaranteed  note, 
guaranteed  as  to  its  final  payment  by  the  United  States  Government, 
but  the  current  redemption  of  which  the  bank  itself  shall  maintain, 
both  over  its  own  counter  and  as  national-bank  notes  are  now  redeemed 
by  the  Treasury  of  the  United  States.  The  amount  to  be  not  less  than 
25  per  cent  of  its  capital  nor  in  excess  of  50  per  cent  of  its  capital; 
but  such  notes  being  all  paid  for  by  the  banks,  shall  not  constitute  a 
lien  upon  the  assets  of  the  bank,  and  shall  be  absolutely  free  of  tax, 
the  theory  being  that  such  notes  will  be  probably  permanently  out- 
standing, as  a  substitute  for  the  legal-tender  paper  and  silver  certifi- 
cates that  are  withdrawn. 

Mr.  EcKEiiS.  But  with  the  coin  dollar  back  of  each. 

Mr.  Hill.  A  gold  dollar  back  of  every  one  paid  into  the  Treasury  of 
the  United  States,  so  that  they  can  ultimately  take  care  of  it  when 
the  charter  of  the  bank  lapses  or  when  the  bank  fails,  and  the  current 
redemption  being  maintain^  by  the  banks  over  their  own  counter. 
The  banks  make  no  money  out  of  that,  of  course.  They  assume  an 
obligation;  they  assume  a  burden  by  doing  it;  but  it  is  practically 
taking  up  so  much  of  the  debt  of  the  Unit^  States  and  maintaining 
the  current  redemption  of  it  in  gold,  which  the  Government  does  now. 
Now,  why  should  they  do  it?    Why  should  they  do  that  in  order 

Mr.  Black.  What  makes  you  doubt  about  that  provision? 

Mr.  Hill.  I  do  not  doubt  about  that  part  of  it.  In  order  to  induce 
them  to  do  it  or  persuade  them  to  do  it,  I  then  add  in  section  9  that  in 
consideration  of  doing  that  a  bank  shall  be  allowed  to  issue  an  equal 
amount  of  their  own  notes, redeemable — there  is  but  one  thing  in  which 
they  can  be  redeemed,  and  that  is  in  legal-tender  coin,  and  that  means 
gold  and  silver. 

REDEMPTION  OP  NOTES  IN  GOLD  AND  SILVEB. 

Mr.  Cox.  Do  you  mean  to  redeem  them  in  gold  and  silver? 
Mr.  Hill.  Both. 

Mr.  Cox.  At  the  option  of  the  bank? 
Mr.  Hill.  At  the  option  of  the  holder  of  the  note. 
Mr.  Cox.  Do  you  mean  the  option  of  the  holder  of  the  notes? 
Mr.  Hill.  I  do  not  know  whether  I  mean  the  option  of  the  holder  of 
the  notes  or  the  banks.    It  seems  to  me  both.    Either  is  legal  tender. 
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Mr.  Eckels.  The  note  holder  is  the  man  who  ouglit  to  have  the 
option. 

Mr.  Hill.  Why  f  Both  are  unlimited  legal  tender,  and  if  he  under- 
stands it  in  the  beginning 

Mr.  Eckels.  It  is  the  business  of  the  banks  to  hold  themselves 
responsible  to  redeem  the  notes  in  such  money  as  the  holders  of  them 
desire. 

Mr.  Hill.  How  can  there  be  any  objection  to  either,  when  the  Govern- 
ment of  the  United  States  makes  its  silver  and  its  gold  equally  legal 
tender! 

Mr.  Eckels.  But  when  the  statute  of  the  United  States  at  the  same 
time  says  that  it  is  the  established  policy  of  the  Government  to  main- 
tain the  two  metals  at  a  parity,  it  seems  to  me  under  that  provision  it 
is  the  duty  of  the  Government. 

Mr.  Hill.  But  the  Government  is  not. redeeming  these  credit  notes. 

Mr.  Eckels.  But  you  cited  the  Government  as  an  illustration,  and 
I  say  the  Government  under  that  provision  must  hold  itself  responsible 
to  give  a  man  go  d  if  he  wants  it. 

Mr.  Cox.  Will  you  allow  me  a  question  right  there! 

Mr.  Eckels  (continuing).  Because,  if  the  Government  does  not  do 
that  it  does  not  maintain  the  parity  of  the  metals. 

Mr.  Cox.  Now,  you  have  your  banks  organized  under  that  principle. 
The  notes  of  the  bank  are  issued,  and  the  holder  of  the  notes  comes 
for  redemption.  If  you  confer  the  power  upon  the  holder  of  the  notes 
for  redemption,  naturally  he  will  take  the  highest  money.  If  you  confer 
the  power  upon  the  banks,  the  bank  will  naturally  pay  the  cheapest 
money.  Now,  will  not  that  result  in  this :  The  holders  of  the  notes  will 
be  in  control  of  the  highest  currency  for  redemption,  and  you  can  not 
prevent  it  to  save  your  life! 

Mr.  Eckels.  Undoubtedly  they  will  ask  for  the  best. 

Mr.  Cox.  Of  course  they  will,  and  they  will  demand  the  best. 

The  Chairman.  We  agreed  not  to  ask  questions  until  we  got  through. 

Mr.  Hill.  Mr.  Comptroller,  this  is  not  a  note  of  the  Government;  it 
is  a  note  of  the  bank. 

Mr.  Eckels.  Yes. 

Mr.  Hill.  Precisely  the  same  as  if  an  individual  should  give  his 
note.  So  long  as  silver  is  legal  tender  is  it  not  right  and  proper  that 
this  note  should  be  redeemable  in  coin!  The  other  is  a  guaranteed 
note  of  the  Government  for  which  gold  has  been  paid  and  which  by 
the  terms  of  the  contract  is  specifically  redeemable  in  gold,  but  this  is  a 
credit  note  of  the  banks,  issued  against  assets  to  a  limited  amount  and 
redeemable  in  what!  Is  it  not  absolutely  obligatory  on  these  banks,  if 
silver  is  called  for  to  give  silver,  and  if  gold  is  called  for  to  give  gold; 
or,  on  the  other  hand,  is  it  not  optional  for  either  party  to  do  either,  so 
long  as  both  are  unlimited  legal  tender! 

Mr.  Eckels.  I  would  not,  Mr.  Hill,  in  a  new  bank  bill  permit  any 
bank  note  to  be  issued — whether  it  was  a  note  against  credit  or  a  note 
guaranteed  by  the  Government,  if  a  bank  did  not  hold  itself  responsi- 
ble to  redeem  the  same  in  gola.  I  would  not  have  any  "if  or  ands" 
about  it. 

Mr.  Hill.  I  would  not  have  any  legal  tender  silver  except  subsid- 
iary coin,  if  1  could  not  control  it  myself.  I  would  not  have  it  legal 
tender.  Personally  I  would  limit  it  strictly  to  a  gold  basis,  but  I  recog- 
nize the  fact  that  we  have  got  six  hundred  odd  million  dollars  of  legal 
tender  silver.    What  are  we  going  to  do  with  it!    My  proposition  is, 
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as  covered  by  this  bill,  to  withdraw  the  certificates,  get  it  into  circula- 
tion and  make  it  a  basis  of  redemption,  equally  with  gold,  so  far  as  it 
is  full  legal  tender,  for  the  credit  currency  of  the  country.  What  can 
we  do  with  it? 

Mr.  Eckels.  I  do  not  know  of  anything  that  we  can  do  with  it 
except  to  go  to  whatever  expense  is  necessary  to  maintain  it  at  par 
with  gold. 

Mr.  Spalding.  Suppose  it  was  a  five-dollar  bill  presented  to  the 
bank.    If  it  was  a  subsidary  coin,  it  would  be  redeemed  in  gold! 

Mr.  Hill.  Yes.  Iwouldliketoaskthisquestion:  Supposing  the  Ohio 
National  Bank  in  the  city  of  Washington  should  issue  these  two  classes 
of  bills,  and  should  make  the  credit  bills  secure  by  their  assets,  and 
specify  on  their  face  that  they  are  redeemable  in  coin  in  Washington 
and  at  the  Chemical  National  Bank  iu  New  York,  at  the  First  National 
Bank  in  Chicago,  and  the  First  National  Bank  at  San  Francisco,  would 
not  that  be  entirely  acceptable  to  Ihe  people  of  the  United  States,  in 
your  judgment! 

Mr.  Eckels.  No;  I  do  not  think  the  bank  would  run  the  risk  of 
having  two  kinds  of  notes  out  redeemable  in  different  kinds  of  money, 
because  every  time  that  a  man  got  one  of  these  reserve  notes,  or,  as  you 
call  them,  credit  notes,  he  would  go  to  tlie  bank  and  have  it  redeemed, 
and  he  would  insist  on  its  being  redeemed  in  the  best  money  possible. 
It  would  follow  that  the  public  would  ibe  kept  in  constant  doubt  all  the 
time  as  to  whether  the  notes  it  had  were  good.  I  do  not  think  there 
ought  to  be  any  notes  in  circulation  where  each  is  not  interchangeable 
with  the  other  without  loss  to  anyone. 

Mr.  Hill.  I  agree  with  you  there;  but  what  will  you  do  with  our 
silver? 

Mr.  Eckels.  I  am  sure  I  do  not  know  how  to  get  rid  of  all  that  silver, 
Mr.  Hill. 

Mr.  Hill.  You  would  not  say  but  such  a  note  as  this  bill  provides 
for,  in  your  judgment,  would  be  safe? 

Mr.  Eckels.  I  would  not  say  it  would  not  be  safe. 

Mr.  Hill.  With  coin  redemption  behind  it? 

Mr.  Eckels.  I  would  not  say  that  it  would  not  be  safe. 

Mr.  Hill.  Will  you  say  it  would  not  be  safe  to  this  limited  amount, 
with  the  first  lien  on  the  assets  and  secured  by  the  double  liability  of 
the  stockholder,  and  based  on  absolute  coin  redemption? 

Mr.  Eckels.  I  would  not  say  that;  but  I  would  not  favor  a  bank 
note  of  any  kind,  whether  it  was  a  note  issued  against  credit  or  issued 
on  a  guaranty  from  the  Government,  if  it  was  not  redeemable  in  gold. 
If  we  undertook  to  draw  a  distinction  between  the  thing  in  which  your 
credit  note  is  redeemable  and  the  thing  in  which  your  guaranteed  note 
is  redeemable  at  the  outset,  we  endanger  the  prospect  of  making  the 
credit  note  an  acceptable  note.  There  ought  to  be  more  safeguards 
placed  around  the  credit  note  than  around  the  guaranteed  note. 

Mr.  Hill.  You  believe  the  silver  certificates  are  strictly  fiat  money — 
substantially  so? 

Mr.  Eckels.  I  believe  they  are  fiat  money  to  the  extent  of  the  differ- 
ence between  the  value  of  the  bullion  and  the  stamped  value  on  the 
silver  coin. 

Mr.  Hill.  Do  you  believe  it  possible  to  maintain  bank  issues  redeem- 
able in  gold,  with  the  Government  keeping  silver  certificates  in  circu- 
lation? 
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Mr.  EoKELS.  I  should  expect  the  Govemment  to  take  care  of  the 
silver  certificates. 

Mr.  Hill.  Then  what  are  you  going  to  do  with  silver? 

Mr.  Eckels.  I  do  not  know. 

The  Chairman.  That  has  been  answered  several  times  already,  Mr. 
Hill. 

Mr.  Hell.  That  is  all. 

The  Ghaibman.  Mr.  Brosius  has  the  floor. 

DISCUSSION  OF  H.  R.  7247. 

Mr.  Bbosius.  By  way  of  preliminary,  I  want  to  say  that  I' have 
always  been  impressed  with  the  idea  that  in  legislating  upon  the  money 
question  or  on  the  question  of  banking  and  currency  we  must  take 
into  consideration  existing  conditions.  Whatever  our  theory  may  be, 
for  instance,  of  the  true  relation  of  the  Government  to  paper  money,  as 
practical  legislators  we  must  consider  existing  conditions,  and  what- 
ever our  theory  may  be  as  to  the  correct  principle  of  banking  aud 
currency,  in  legislating  upon  that  subject  we  must  also  take  into  con- 
sideration existing  conditions.  In  other  words,  the  existing  system 
having  been  long  ago  planted  and  deeply  rooted,  we  can  not  pull  it  up 
carelessly  or  recklessly,  and  the  defects  in  the  form  of  tares  must  be 
removed  with  great  care  so  as  not  to  disturb  the  system  itself.  Having 
made  that  preUminary  statement,  I  have  here  some  inquiries  I  desire  to 

make,  and  for  the  sake  of  brevity 

*  Al  Member.  What  is  the  number  of  your  bill! 

Mr.  Brosius.  H.  R.  7247.  The  bill  is  simple  in  its  provisions,  and 
for  sake  of  brevity  I  will  simply  propound  certain  practical  inquiries 
which  will  bring  out  the  ideas  incorporated  in  the  bill. 

The  first  one  I  will  read. 

The  Chairman.  This  is  bill  H.  R.  7247.  [For  text  of  H.  R.  7247,  see 
page  149.] 

Mr.  Brosius.  Mr.  OomptroUer,  in  view  of  the  extreme  sensitiveness 
of  the  public  mind  and  the  ease  with  which  it  takes  alarm  in  monetary 
matters  at  this  time,  is  it  not  preferable,  from  the  point  of  view  of  prac- 
tical legislation,  to  increase  the  efficiency  of  the  present  banking  sys- 
tem by  amendments  to  the  present  law  which  will  produce  that  result 
without  creating  alarm  in  the  public  mind  rather  than  to  revolutionize 
it  by  the  introduction  of  new  principles  and  methods  in  banking,  the. 
result  of  which  in  practice  can  only  be  conjectured?  That  is  a  very 
general  proposition. 

PEOPLE  DEMAND  NEW  FINANCIAL   LEGISLATION. 

Mr.  Eckels.  It  is  very  unwise  at  any  time  to  create  any  unnecessary 
alarm,  and  you  are  right  in  your  statement  that  the  public  is  very 
sensitive  on  the  question  of  a  radical  change  in  banking  and  currency 
legislation.  At  the  same  time  it  seems  to  me  there  never  was  a  better 
time  for  making  necessary  changes,  even  though  they  introduce  a  num- 
ber of  new  elements,  than  the  present,  because  there  never  was  a  time 
when  there  had  been  such  a  widespread  discussion  of  the  monetary 
question.  I  am  sure  the  verdict  at  the  last  election  was  something 
more  than  a  mere  declaration  that  the  voters  did  not  want  free  coinage 
of  silver.  It  was  more,  also,  than  a  declaration  that  they  were  in  favor 
of  the  gold  standard  as  against  the  silver  standard. 

My  intimation  of  that  result  was  that  they  wanted  some  affirmative 
relief.    It  seems  to  me  such  affirmative  relief  can  only  be  gained  through 
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changes  in  existing  banking  law  and  in  relieving  the  Treasury  of  the 
things  which  past  experience  has  shown  embarrass  it,  namely,  the 
legal-tender  demand  obligations.  I  think  the  public,  even  though  it  is 
necessary  to  introduce  a  number  of  new  principles  to  do  it,  will  go  further 
to-day  in  sustaining  departures  in  finance  in  this  country  than  at  any 
time  within  the  last  thirty  years.  It  is  not  necessary  to  overturn  the 
whole  system.  Nobody  contemplates  such  a  course;  but  there  are  cer- 
tain things,  even  though  they  are  radical,  which  ought  now  to  be  dealt 
with.  I  believe  that  the  people  expect  it,  and  that  that  was  the  thing 
they  Jiad  in  mind  when  the  result  of  the  last  election  was  brought 
about. 

Mr.  Bbosius.  Mr.  Comptroller,  the  inquiry  was  very  general  and  the 
answer  has  been  equally  general.  I  have  no  purpose  to  interpose  my 
own  views.    I  am  simply  eliciting  the  views  of  the  Comptroller. 

I  pass  to  the  second  proposition,  and  that  has  been  partly  answered 
by  what  has  been  said  already,  anticipating  the  inquiry.  Whatever 
may  be  your  view,  Mr.  Comptroller,  of  the  correct  theory  of  the  relation 
of  Government  to  money,  from  the  point  of  view  of  a  practical  legis- 
lator, taking  into  consideration  the  preponderance  of  the  sentiment  of 
our  people  in  favor  of  retaining  the  greenbacks  in  circulation  as  money, 
would  it  not  be  wise  to  postpone  for  the  time  any  legislation  relating 
to  the  retirement  of  that  portion  of  our  currency  by  the  conversion  of 
it  into  interest-bearing  indebtedness? 

POSTPONEMENT  NOT  WISE.  - 

Mr.  EOKELS.  I  am  certain  it  is  not  wise  to  postpone  doing  away  with 
a  thing  which  very  frequently  has  demonstrated  itself  to  be  a  source 
of  business  disaster  to  this  country.  I  do  not  believe  it  is  wise  to 
assume  that  the  public  would  not  sustain  legislators  in  a  matter  of  this 
kind,  if  the  legislators  themselves  stood  up  and  gave  reasons  for  the 
faith  that  was  in  them  why  the  thing  ought  to  be  done.  In  the  retire- 
ment and  cancellation  of  legal  tenders  is  to  be  found  the  only  practical 
way  of  bringing  relief  to  the  Treasury.  It  will  not  come  through  mere 
increase  in  revenues.  If  a  banking  bill  is  enacted  and  no  provision  made 
for  getting  rid  of  the  source  of  the  trouble,  the  banking  situation  is 
improved  and  the  business  interests  of  the  country  in  a  measure  aided, 
but  there  is  still  left  fastened  on  the  country  a  growth  which  is  a  can- 
cerous one,  and  which  in  and  of  itself  carries  elements  which  must  in 
the  end  bring  a  great  deal  of  loss  and  at  times  almost  destruction  to 
business  interests. 

Mr.  Bbosius.  Are  you  not  aware  that  you  have  proceeded  in  youi 
answer  upon  an  assumption  that  the  greenbacks  were  very  dangerous, 
and  that  they  caused  us  a  great  deal  of  trouble? 

Mr.  Eckels.  Yes. 

Mr.  Bbosius.  If  I  believed  that  I  would  agree  with  you  perfectly. 

Mr.  Eckels.  I  know  we  differ  upon  the  danger  of  them. 

Mr.  Bbosius.  Upon  that  point  I  want  to  ask  you  whether  you  are 
aware  that  not  only  a  large  majority  of  this  Congress,  but  a  large 
majority  of  the  people  of  the  United  States,  do  not  agree  with  you  in 
the  assumption  you  make? 

Mr.  Eckels.  There  is  probably  a  large  majority  in  Congress  and  a 
greater  or  less  number  outside  of  Congress  who  believe  it  is  not  the 
politic  thing  to  do,  and  possibly  that  tt  is  not  the  practical  thing  to  do, 
but  I  am  sure  there  is  a  majority  of  Congress  who  believe  it  is  the  thing 
which  ought  to  be  done  if  it  could  be  done. 
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NOTBS  ISSUED  AGAINST  ASSETS. 

Mr.  Bbosius.  The  third  proposition  is,  Whatever  may  be  your  view 
as  to  the  theory  of  credit  currency  Issued  against  the  assets  of  the 
bank,  inasmuch  as  our  people  for  thirty  years  have  been  accustomed 
to  a  secured  currency,  would  it  not  be  wise,  for  the  present  at  least,  k 

and  under  existing  circumstances,  to  adhere  to  a  secured  currency  ^ 

rather  than  to  authorize  the  banks  to  issue  notes  against  their  assets 
alone? 

Mr.  EoEEiiS.  I  have  heretofore  stated  that  1  did  not  think  it  would 
be  wise  to  permit-  the  banks  to  issue  all  their  notes  against  their  assets, 
but  1  thought  they  might  very  safely  issue  a  limited  percentage  of  them 
in  such  manner.  I  do  not  think  it  would  be  wise — 1  think  it  would  be 
unwise — to  permit  them  to  issue  all  their  notes  against  their  assets, 
because  that  necessitates  educating  the  people  on  one  line  and  nnedu- 
eating  them  on  another,  something  which  can  not  be  done,  except 
gradually. 

PBOPOSITIONS  FOB  BELIEF. 

Mr.  Bbosius.  The  fourth  proposition  is,  Assuming  the  impracticability 
of  the  retirement  of  the  greenbacks  and  the  issue  of  currency  against 
the  assets  of  the  banks  alone  at  this  time,  can  we,  in  your  judgment, 
do  better  than  to  first  provide  for  the  issue  of  currency  up  to  par,  or 
may  be  the  market  value,  of  the  bond  deposited  to  secure  circulation; 
and,  secondly,  to  provide  for  establishing  banks  with  small  capital  in 
small  towns,  as  we  have  already  done;  and,* thirdly,  to  reduce  the  tax 
on  circulation  to  about  one-quarter  of  1  per  cent,  so  as  to  make  the  # 

profits  on  the  issue  of  notes  sufficient  to  induce  banks  to  supply  the 
people  with  as  much  currency  as  they  need? 

Mr.  EoKELS.  I  did  not  assume,  Mr.  Brosius,  that  it  is  an  impractica- 
ble thing  to  retire  the  greenbacks. 

Mr.  Bbosius.  Upon  that  assumption  I  base  the  question. 

Mr.  Eckels.  I  want  it  understood  that  I  do  not  assume  that,  however. 

Mr.  Bbosius.  I  understand  that. 

Mr.  Eckels.  But  upon  the  other  point,  I  certainly  think  it  would  be 
wise  as  a  measure  of  legislation,  pending  these  other  things,  which  ought 
to  come  as  rapidly  as  practicable,  to  permit  the  organization  of  smaller 
banks  and  to  permit  the  establishing  of  branch  banks.  In  this  way  the 
facilities  of  deposit  and  discount  banking  could  be  extended.  I  think 
at  one  point  back  there,  Mr.  Brosius,  you  said  something  about  whether 
or  not  there  was  any  danger  in  the  legal  tender. 

Mr.  Bbosius.  You  are  proceeding  upon  the  assumption  that  there 
was  danger. 

CAUSES  OF  PBESENT  DANGEB. 

Mr.  Eckels.  I  would  like  in  this  connection  to  state  why  I  think  the 
danger  from  the  legal  tenders  is  increased  by  circumstances  which  sur- 
round them.  If  the  Government  possibly  had  had  nothing  outstanding 
but  the  $346,000,000,  it  might  have  gotten  along  without  a  great  deal 
of  trouble  in  taking  care  of  them ;  but  enacted  legislation  has  ])roduced 
results  which  have  augmented  what  might  have  been  the  small  danger 
of  the  legal  tenders  into  a  very  large  danger.  The  legislative  acts  to 
which  I  allude  were  those  providing  that  these  notes  should  be  reissued 
when  once  they  were  redeemed,  the  Bland- Allison  Act,  the  adding  the 
great  amount  of  depreciated  silver  currency,  and  the  Sherman  silver- 
purchasing  act,  resulting  in  the  issuing  of  the  silver  Treasury  notes.  All 
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these  as  contributing  causes  made  a  thing  which  of  itself  might  not 
have  been  so  harmful  a  source  of  recurring  danger  by  placing  a  great 
additional  burden  upon  the  Government  to  maintain  the  parity  of  the 
moneys  which  it  circulated. 

Mr.  Cox.  May  I  ask  a  question  right  there? 

Mr.  Brosius.  Yes. 

Mr.  Cox.  Now,  Mr.  Comptroller,  is  not  your  mind  thoroughly  made 
up  and  conclusively  made  up  thatnobankiu^  system  can  be  successful 
unless  the  greenbacks  of  the  Treasury  are  retired  in  some  way  or  other? 

Mr.  Eckels.  I  do  not  believe  any  banking  system  can  be  of  mate- 
rial benefit  in  relieving  the  Treasury  Department  unless  provision  is 
made  for  getting  rid  of  the  legal  tenders  and  Treasury  issues. 

Mr.  Cox.  Now,  we  have  got  one  point  from  your  conviction  settled — 
that  the  Treasury  can  not  be  relieved  unless  those  notes  are  retired. 
When  we  come  to  the  next  i)oint  in  the  investigation  of  this  matter,  it 
becomes  a  matter  much  more  with  the  banks  than  it  does  with  the 
Government.    Is  not  that  true? 

Mr.  Eckels.  I  do  not  know  that  I  understand  you,  Mr.  Cox. 

BANKING  MUST  BB  MADE  PROFITABLE. 

Mr.  Cox.  I  mean  this:  That  to  induce  the  banks  to  go  into  the  bank- 
ing system  there  must  be  a  reasonable  assurance  of  profit  to  induce 
them  to  go  in.  You  have  cut  of^'  and  intend  to  stop  this  Treasury-note 
system  of  redemption.  Now  then,  do  not  you  have  to  ofi'er  the  banks 
some  sort  of  encouragement  in  some  way? 

Mr.  Eckels.  No  man  will  go  into  a  banking  system  unless  there  is 
apparently  a  margin  of  profit  in  it.  When  the  legal  tenders  are  can- 
celed, there  has  been  removed  from  the  channels  of  trade  and  commerce 
notes  which  to  day  are  directly  in  competition  with  bank  notes  and  tlius 
is  made  a  larger  field  for  bank  notes,  with  a  corresponding  increase  in 
profit  from  the  issue  of  them. 

Mr.  Cox.  Of  cx)urse,  that  must  depend  upon  the  encouragement  you 
give  to  banks  for  a  reasonable  profit.    Is  not  that  so? 

Mr.  Eckels.  Certainly;  the  banks  must  have  encouragement  in  the 
way  of  profit  or  they  will  not  go  into  the  system.  But  as  I  understand 
it,  Mr.  Brosius  calculates  that  the  increase  in  the  amount  of  notes  they 
can  put  out  in  issuing  either  to  their  par  value  or  to  the  market  value 
gives  them  an  increase  of  profit.  He  would  also  permit  the  establish- 
ing of  small  banks. 

Mr.  Cox.  Does  this  bill  contemplate  the  retirement  of  greenbacks 
and  Treasury  notes? 

Mr.  Eckels.  No;  Mr.  Brosius's  bill  does  not  contemplate  that. 

TWO   CLASSES   OF   NOTES. 

Mr.  Hill.  You  stated  in  criticism  of  my  bill  that  it  would  make  it 
a  matter  of  doubt  in  the  hands  of  the  holder — the  issuing  of  two 
classes  of  bills.  Mr.  Brosius  has  again  referred  to  the  possibility  and 
the  advisability  of  the  issuance  of  credit  currency,  and  you  stated  that 
you  were  not  in  favor  of  an  issue  of  credit  currency  in  excess  above 
the  secured  currency — I  think  you  stated  the  other  day  in  excess  of  25 
per  cent.  I  would  like  to  ask  you  how  you  are  going  to  issue  any 
credit  currency  in  conjunction  with  secured  currency  without  having 
two  forms  of  bills? 

Mr,  Eckels.  Two  forms  of  bills,  but  one  kind  of  redemption  money 
for  both  of  them. 
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Mr.  Hill.  "You  do  not  object  to  two  classes  of  bills! 

Mr.  Eckels.  No. 

Mr.  Hill.  But  you  do  object  to  different  kinds  of  redemption  money? 

NOTES  ISSUED  AGAINST  STATE  AND  MUNICIPAL  BONDS. 

Mr.  Bbosius.  My  next  inquiry  is,  If  further  relief  should  be  needed 
in  the  South  and  West,  where  the  capital  is  less  abundant  and  the  habit 
of  depositing  current  funds  in  banks  less  prevalent,  is  there  any  insu- 
perable objection  to  letting  banks  issue  notes  on  deposit  of  State  or 
municipal  bonds,  in  lieu  of  Government  bonds,  under  such  conditions 
as  will  adequately  safeguard  the  Treasury,  limiting  the  issue,  say,  to 
75  per  cent  of  the  securities  deposited? 

Mr.  Eckels.  The  notes  issued  against  these  bonds  would  be  just  as 
good,  undoubtedly,  as  those  issued  against  any  other  bonds.  The  only 
possible  danger  in  taking  bonds  other  than  Government  bonds  would 
be  that  it  would  encourage  municipalities  to  issue  bonds  unnecessarily. 
But  so  far  as  the  security  of  the.notes  is  concerned  the  bonds  of  almost 
any  municipality  which  is  not  distinctively  what  might  be  termed  a  boom 
town  would  be  perfectly  good. 

Mr.  Bbosius.  The  conditions  and  the  restrictions  to  which  I  refer 

Mr.  Eckels,  But,  Mr.  Brosius,  the  people  in  these  sections  who  are 
making  the  demand  for  this  bank-note  currency  do  not  want  to  deposit 
security.  They  claim  that  such  method  unnecessarily  ties  up  capital. 
That  is  the  point  of  their  objection,  and  I  do  not  know  whether,  unless 
they  were  given  notes  that  were  not  secured,  they  would  feel  any  better 
about  it  than  they  do  now,  or  whether  they  would  obtain  any  relief. 

Mn  Bbosius.  I  am  not  inquiring  so  much  about  what  these  people 
want  as  to  what  is  practical  to  give  them.  They  complain,  as  the  Comp- 
troller is  aware,  that  they  can  not  get  Government  bonds,  and  unless 
they  can  bank  on  some  other  kind  of  securities  they  can  not  bank  at  all. 

Mr.  Eckels.  Yes. 

Mr.  Bbosius.  If  they  could  bank  on  State  securities  which  they 
already  hold,  they  could  issue  their  currency  and  it  would  not  tie  up 
their  capital,  because  they  would  get  interest  just  the  same  and  simply 
deposit  it  as  collateral  security.  They  would  be  banking  on  their  own 
capital,  at  the  same  time  using  the  securities  of  the  State  as  collateral 
securities. 

Mr.  Eckels.  I  do  not  see  any  objection  to  that,  as  far  as  the  security 
is  concerned. 

Mr.  Bbosius.  Now,  Mr.  Comptroller,  if  these  measures  which  I  have 
suggested  in  these  propositions  were  enacted  into  law,  would  not  the 
banks  now  existing  and  those  to  be  organized,  in  that  event  be  able, 
and  would  not  the  profits  of  their  issue  induce  them  to  supply  commu- 
nities with  a  suitable  amount  of  currency  which  would  be  entirely 
secure  and  reasonably  elastic? 

Mr.  Eckels.  Under  the  measures  suggested  you  would  probably  get 
as  much  currency  as  the  country  could  use;  but  whether  you  could 
always  get  it  when  most  needed  is  another  thing.  The  objection  to  a 
note  issue  based  entirely  on  bonded  securities  is  that  you  have  not  the 
means  at  hand  of  getting  out  tlie  currency  when  it  is  required.  For 
instance,  at  a  certain  period  of  the  year  you  have  to  have  a  large  amount 
of  currency,  and  before  you  can  get  it  out  on  bonded  securities  you 
must  procure  and  deposit  the  bonds,  and  it  not  infrequently  happens 
that  before  you  have  done  this  the  necessity  has  passed  by. 

Mr.  Bbosius.  Is  there  any  other  relief  from  that  difficulty  except  to 
issue  currency  against  their  assets? 
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Mr.  Eckels.  Kone  that  I  know  of. 

Mr.  Brosius.  Then,  if  it  is  unwise  to  issue  currency  against  tlie 
assets  alone  we  must  endure  the  difficulty  to  which  you  have  just 
referred? 

Mr.  Eckels.  I  suppose  we  will  have  to  put  up  with  certain  banking 
inconveniences ;  but  understand  me,  Mr.  Brosius,  that  the  point  1  make 
is  that  it  would  not  be  wise  at  the  outset  to  issue  all  bank  notes  with- 
out deposited  security,  but  that  it  would  be  wise  to  undertake  to  issue 
a  certain  per  cent  against  their  assets. 

Mr.  Bbosius.  In  order  to  relieve  the  difficulty  to  that  extent? 

Mr.  Eckels.  To  relieve  the  banking  difficulty. 

Mr.  Bbosius.  I  am  speaking  of  the  banking  difficulty. 

Mr.  Eckels.  But  issuing  notes  against  the  assets  of  a  bank  or 
issuing  against  bond  security,  with  no  further  provision,  would  not 
relieve  the  Treasury  difficulty  at  all. 

UTILIZING   the   idle   SILVER. 

Mr.  Brosius.  I  would  like  to  ask  one  more  question.  If  these  pro- 
visions to  which  I  have  referred  were  embodied  in  legislation,  would  it 
not  relieve  the  Treasury  situation  to  provide  for  utilizing  the  idle  silver 
now  lying  in  the  vaults  of  the  Treasury  and  the  mints,  not  even  avail- 
able for  the  redemption  of  the  paper  that  was  issued  in  its  purchase — 
lying  there  absolutely  idle — utilize  that  by  placing  it  in  the  reserve 
fund  and  uniting  it  with  the  gold  reserve,  thus  making  a  consolidated 
metallic  fund  for  redemption  purposes,  with  authority  given  to  the  Sec- 
retary of  the  Treasury  to  redeem  greenbacks  and  Treasury  notes,  either 
in  gold  or  in  silver,  to  its  gold  value,  or  in  silver  dollars,  at  the  option 
of  the  holder,  thus  doubling  or  practically  doubling  the  amoiint  of  our 
reserve  fond  and  making  it  all  available  for  purposes  of  redemption, 
and  that  when  the  Treasury  note  or  a  greenback  is  redeemed  in  this  way 
it  shall  be  canceled  and  not  reissued,  except  on  the  deposit  of  a  corre- 
sponding amount  of  gold,  thereby  converting  all  those  notes  practically 
into  gold  certificates?  Would  not  that  strengthen  our  Treasury  situa- 
tion and  help  us  out  of  the  difficulty  to  a  certain  extent? 

Mr.  Eckels.  I  think  that  the  wa^  the  silver  could  be  of  the  most 
avail  toward  assisting  the  Treasury  situation  would  be  to  sell  it  for  gold 
and  then  make  up  the  difference — let  the  Government  accept  a  loss  onit. 
I  suppose,  however,  that  if  it  was  converted  into  gold  and  that  gold  put 
into  the  Treasury  you  might  accomplish  some  relief  after  you  had 
redeemied  the  legal  tenders  by  not  permitting  them  to  go  out,  except  on 
the  deposit  of  gold  in  exchange  therefor.  Every  legal  tender  would 
then  be  converted  into  a  gold  certificate. 

Mr.  Brosius.  Is  not  that  a  good  idea? 

Mr.  Eckels.  Well,  it  would  be  better  than  the  present  situation,  but 
it  is  not  wise  for  the  Government  to  have  put  any  paper  currency  at  all. 
The  issuing  of  paper  currency  is  the  province  of  banks.  You  still,  by 
that  method,  bring  an  element  in  competition  with  the  banks  in  their 
note-issuing  functions. 

Mr.  Brosius.  You  think  that  would  be  better  than  the  present 
situation,  but  not  so  good  as  to  entirely  dispense  with  the  paper  money? 

Mr.  Eckels.  I  think  it  would  be  better  than  the  present  one. 

Mr.  Brosius.  The  Comptroller  will  understand  that  these  proposals 
bring  out  the  ideas  incorporated  in  my  bill  and  I  do  not  take  up  the 
bill  to  go  through  it  in  detail,  but  for  the  purpose  of  brevity  I  have 
submitted  these  propositions. 
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Mr.  Eckels.  In  this  bill  you  contemplate  a  further  purchase  of 
silver  I 

Mr.  Brosius.  Yes. 

Mr.  Eckels.  From  time  to  time! 

Mr.  Brosius.  I  think  1  would  modify  that  provision.  I  made  no 
in(][uiry  about  that. 

Mr.  Eckels.  Your  design  would  be  to  make  the  present  silver  g^ 

available? 

Mr.  Brosius.  To  make  the  silver  that  is  now  idle  and  utterly  useless 
available  to  splice  out  the  gold  reserve  that  has  been  iuadecjuate  in  the 
past. 

The  Chairman.  We  have  got  about  forty-six  minutes  left.  I  would 
like  to  take  about  five  minutes  myself  in  asking  a  few  questions.  Mr. 
Cox,  have  you  any  questions  to  ask? 

Mr.  Cox.  I  want  to  get  at  that  point  clearly. 

The  Chairman.  Please  remember  that  the  time  is  short. 

Mr.  Cox.  I  will  be  brief,  Mr.  Chairman. 

NOTES  REDEEMED  IN  SILVER. 

The  principle  involved  in  that  idea  is  that  you  utilize,  or  try  to  util- 
ize, the  silver  you  have  in  the  Treasury,  for  the  purpose  of  the  first 
redemption,  when  these  Treasury  notes  come  in.  Let  us  get  the  facts 
right. 

Mr.  Eckels.  I  take  it  that  Mr.  Brosius's  idea  is  to  take  the  silver 
bullion  which  is  deposited  there  and  unite  it  with  the  gold  in  the  Treas- 
ury, both  to  be  used  as  a  redemptive  fund.  Whoever  gets  silver  in 
redemption  of  his  notes  gets  the  quantity  as  measured  by  its  gold  ^ 

value,  and  whenever  a  note  comes  in  under  those  circumstances  it  is 
canceled  and  can  only  be  gotten  out  again  by  a  deposit  of  gold.  It  is 
not  unlike  the  rule  observed  by  the  Bank  of  England.  The  plan  is 
that  in  this  manner  every  Treasury  issue,  legal  tender  or  Sherman  note, 
becomes  a  gold  certificate.  You  do  not  design,  Mr.  Brosius,  to  permit 
these  notes  to  be  reissued  on  a  deposit  of  anything  but  gold,  do  youf 

Mr.  Brosius.  No. 

Mr.  Eckels.  Not  with  silver. 

THE  TREASURY  A  BROKERAGE  SHOP. 

Mr.  Cox.  That  is  the  way  I  caught  the  point.  Now,  let  us  see  how 
it  works.  I  stop  in  there  with  one  of  the  Treasury  notes,  and  I  say  I 
will  take  so  much  gold  for  this  note,  or  I  will  take  so  much  silver, at  a 
certain  value  for  the  silver  compared  with  gold.  Now,  when  I  make 
that  proposition,  practically  the  Treasury  decides  which  way  they  will 
pay  me.  For  illustration,  they  pay  me  the  silver,  and  1  take  the  silver 
out  and  they  have  got  the  notes.  Now,  when  I  come  back  to  redeem 
that  note,  I  have  got  to  pay  in  the  gold? 

Mr.  Eckels.  Yes. 

Mr.  Cox.  Now,  then,  watch.  Does  not  that  make  the  Treasury  an 
absolute  broker  shop  as  to  the  price  of  silver  and  gold! 

Mr.  Eckles.  It  makes  the  man  who  presents  his  note  a  purchaser  of 
silver  of  the  Government. 

Mr.  Cox.  Yes,  sir;  and  then  when  he  wants  to  get  rid  of  that  silver 
he  gives  back  and  demands  the  gold.  You  have  got  a  Treasury  that 
is  nothing  in  the  world  but  a  brokerage  shop. 

Mr.  Eckels.  That  is  what  it  has  been,  only  the  Government  has  been 
buying  the  silver  instead  of  sellmg  it. 
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Mr.  Cox.  I  agree  with  you,  but  that  does  not  answer  the  question. 

Mr.  EOEELS.  The  Oovernmeut  has  been  doing  that  thiug. 

Mr.  Gox.  There  is  no  question  about  that,  and  I  tiiink  it  the  most 
erroneous  thing  in  the  world ;  but  at  last  the  man  comes  with  his  Treas- 
ury notes  and  he  says,  '^  I  will  take  silver  at  a  certain  price,"  and  he  gets 
it.  Oouditions  change,  events  turn  around,  and  he  brings  that  back 
and  demaiids  the  gold.  Does  not  the  Treasury  have  to  pay  in  the 
gold? 

Mr.  EoKELS.  He  briogs  the  silver  back  and  demands  the  gold? 

Mr.  Gox.  He  brings  his  certificate  back. 

Mr.  Eckels.  He  takes  his  certificate  there  in  the  first  instance  and 
gets  silver. 

Mr.  Cox.  Pardon  me  there,  for  fear  we  will  not  understand  each 
other.    I  am  treating  the  certificate  as  a  representative  of  silver. 

Mr.  Eckels.  The  certificate  has  gone  into  the  Treasury  and  Iras 
been  canceled,  so  if  he  wishes  to  get  it  out  again  he  must  go  and 
deposit  gold  for  it.    Is  not  that  your  purpose,  Mr.  Brosiusf 

Mr.  Beosius.  Certainly. 

The  Chairman.  Is  not  that  the  Comptroller's  answer? 

Mr.  Cox.  Probably  it  is  to  the  chairman. 

Now,  1  have  got  the  man  there^  and  he  says,  ^^I  will  take  the  silver 
for  it." 

Mr.  Eckels.  He  surrenders  his  certificate. 

Mr.  Cox.  Yes.  Now,  that  is  the  silver;  and  afterwards  he  comes  back 
with  the  silver  and  demands  a  gold  certificate  and  the  Government  has 
to  give  it  to  him  ? 

Mr.  Eckels.  No;  the  Government  does  it  now.  The  Government 
does  not  do  it  under  Mr.  Brosius's  bill. 

Mr.  Cox.  What  does.it  do  ? 

Mr.  Eckels.  It  says:  "You  can  have  your  certificate  if  you  will 
bring  me  gold  for  it.    But  you  can  not  get  it  with  silver." 

Mr.  Cox.  If  he  can  not  work  the  silver  out  he  can  not  get  any  redemp- 
tion for  his  certificate.    He  can  not  get  the  gold. 

Mr.  l^iCKETiS.  He  gets  the  silver  in  place  of  it,  if  he  wants  silver 
instead  of  gold. 

Mr.  Gox.  The  man  gets  his  silver  and  he  takes  that  out.  Now  he 
comes  back  to  the  Gx^vemment  with  his  silver. 

Mr.  Bboshts.  He  can  not  do  it  under  my  bill.    If  he  takes  the  silver, 
he  would  dispose  of  it.    He  would  only  want  it  for  export  and  he  would 
have  no  motive  to  bring  it  back. 
.  Mr.  Cox.  Suppose  he  does  not  take  that  view  of  it! 

Mr.  Bbosius.  He  mast  take  a  correct  view  of  it. 

Mr.  Cox.  Well,  suppose  he  does  not  take  your  view  of  it,  and  he 
brings  it  back  to  the  Government  and  says,  "Here  is  my  silver.  I 
demand  the  gold."    What  is  the  Government  going  to  do! 

Mr.  Eckels.  The  Government  says  that  it  is  not  issuing  certificates 
except  on  a  deposit  of  gold. 

Mr.  Cox.  Therefore  the  silver  must  stand  its  chance  with  the  parity 
of  gold? 

Mr.  Caldebhead.  And  the  gold  would  go  to  a  premium  at  once. 

Mr.  CoX.  Of  course  it  would ;  it  would  be  at  a  x)remium  in  twenty 
minutes. 

Mr.  Fowleb.  I  understand  that  Mr.  Brosius's  bill  repeals  the  act 
whereby  the  Government  has  to  maintain  the  parity  of  the  metals. 

Mr.  Bbosius.  Not  at  all. 

Mr,  Eckels.  As  I  understand  Mr.  Brosius's  bill,  the  silver  is  not 
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coined.    It  provides  to  give  so  much  silver  balliou  in  exchange  for  cer- 
tificates.   The  Government  sells  its  bullion  to  these  certificate  holders. 

Mr.  Bbosius.  The  man  who  goes  there  to  have  his  notes  redeemed 
has  a  motive.  He  wants  to  ship  it  abroad  and  pay  some  balances.  If 
he  uses  it  for  that  purpose,  it  is  done  for;  he  would  have  no  occasion 
to  return;  but  if  he  chose  to  buy  silver  and  bring  it  to  the  Government 
he  could  get  silver  certificates  for  it,  but  not  gold  certificates.  Having  -^ 
been  redeemed,  that  paper  is  canceled  and  can  only  be  resurrected  ' 

when  somebody  deposits  that  much  gold. 

Mr.  Cox,  He  carries  his  silver  certificates  back! 

Mr.  Bbosius.  Ko;  he  does  not. 

The  Chaibman.  He  has  not  got  any  silver  certificates. 

Mr.  Oox,  Suppose  he  gets  the  silver! 

Mr.  Eckels.  What  Mr.  Cox  would  like  to  know  is,  if  he  got  the  silver 
could  he  take  the  silver  back  and  get  a  silver  certificate! 

Mr.  Bbosius.  The  bill  does  not  interfere  with  the  silver  certificates 
at  all.  It  contemplates  the  continuance  of  silver  certificates,  but  if  any 
man  has  silver  now  he  can  go  to  the  Government  and  get  a  silver  cer- 
tificate for  it.  This  bill  does  not  provide  for  any  retirement  of  silver 
certificates  at  all. 

Mr.  Johnson.  I  think  it  is  misleading. 

Mr.  Cox.  It  has  misled  me. 

Mr.  Eckels.  When  we  were  discussing  the  provision  of  Mr.  Brosius's 
bill  relative  to  the  silver  bullion  now  in  the  Treasury,  I  said  I  thought 
the  best  thing  would  be  for  the  Government  to  sell  that  silver  for  gold, 
and  accept  its  loss  and  make  up  the  difference.  Mr.  Brosius  reaches 
the  same  result  so  far  as  that  silver  is  concerned,  only  he  would  sell  it 
at  retail  and  I  would  sell  it  at  wholesale.  ^ 

Mr.  Bbosius.  To  be  determined  by  the  market  price  at  that  time. 

Mr.  Eckels.  Yes;  the  market  value  in  gold.  That  deals  with  the 
bullion  alone.  No  provision  at  all  is  made  to  in  any  wise  change  exist- 
ing conditions  so  far  as  the  silver  certificates  are  concerned;  they  are 
only  issued  against  silver  dollars  coined. 

Mr.  FowLEB.  Mr.  Brosius  just  said  that  if  any  man  went  to  the  Gov- 
ernment with  that  same  bullion,  the  price  having  changed,  he  cQuld 
deposit  all  that  bullion. 

Mr.  Bbosius.  No^  he  must  treat  that  silver  just  as  anybody  else  who 
takes  that  to  the  mint. 

Mr.  Eckels.  He  can  not. 

Mr.  Bbosius.  We  are  not  bu3ang  silver  now,  and  under  existing  law 
he  could  not.  I  had  in  my  mind  that  we  were  still  issuing  certificates 
for  silver,  but  we  are  not  under  existing  law,  and  he  could  not  bring  it 
to  the  Government  because  the  Government  is  not  buying  silver. 

secubed  cubeency  not  elastic. 

Mr.  FowLEB.  Mr.  Eckels,  in  answer  to  Mr.  Brosius's  question  with 
regard  to  a  secured  currency  by  municipal  bonds,  I  think  you  stated  it 
could  be  elastic.    Can  any  secured  currency  be  elastic! 

Mr.  Eckels.  No;  I  said  it  could  not  be  elastic.  ^ 

Mr.  FoWLEB.  I  think  the  way  you  said  it  will  give  the  impression 
that  you  said  it  could  be  elastic,  and  give  the  requisite  amount  of 
money  in  the  diflFerent  localities  of  the  country. 

Mr.  Eckels.  I  did  not  speak  about  the  elasticity  of  such  a  system, 
but  I  stated  that  probably  for  ordinary  times  there  would  be  enough  cur- 
rency gotten  into  circulation.    The  difficulty  with  all  bonded  security 
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is,  at  the  time  an  emergency  might  arise  you  conld  not  get  the  increase 
of  circulation  necessary  to  meet  that  emergency,  because  you  would 
lose  so  much  time  in  purchasing  your  bonds,  etc.  I  explained  the 
matter  at  some  length  in  answer  to  a  previous  question  put  to  me. 

STATB  AND  MUNICIPAL  BONDS. 

Mr.  FOWX.EB.  Does  not  the  condition  of  the  national  banks  of  the 
country  show  that  none  of  the  national  banks  in  the  South  and  West 
and  Southwest  and  Korthwest  hold  any  kind  of  municipal  bonds! 

Mr.  ECKBLS.  They  do  not  make  a  specific  showing  on  the  subject. 

Mr.  FowLEB.  They  do  not,  except  bu3ang  and  selling  them  for 
immediate  use. 

Mr.  Eckels.  I  do  not  know  exactly  what  the  character  is  of  the 
stocks  or  bonds  they  carry. 

Mr.  FowLEB.  The  point  is  this:  That  in  the  East  national  banks 
invest  a  portion  of  their  assets  in  bonds  and  many  of  their  investments 
are  convertible  in  the  stock  exchange,  while  the  banks  in  the  newer 
portions  of  the  United  States,  or  in  those  parts  of  the  country  where 
they  have  less  money  in  the  form  of  capital  to  deposit  in  banks,  do- not 
have  any  investment  in  the  shape  of  county.  State,  or  city  bonds. 

Mr.  Eckels.  I  think  most  of  the  bonds  of  municipalities  and  State 
bonds  are  held  in  cities  in  New  England  and  in  New  York. 

Mr.  FowLEB.  They  are  not  held  by  the  Western  banks  at  all.  Take 
the  States  beginning  with  Virginia  and  sweeping  on  aronnd  and  taking 
in  Texas,  Kansas,  Nebraska,  Dakota,  Minnesota,  and  Ohio,  if  you  please, 
outside  of  the  cities;  do  those  banks  hold  any  municipal  bonds  as  invest- 
ments? 

Mr.  Eckels.  Comparatively  speaking,  very  few.  Most  of  them  are 
held  in  places  where  there  is  a  surplus  of  investable  capital  that  can  be 
put  into  bonds. 

Mr.  FowLEB.  That  is  it,  exactly.  Now,  another  question  on  that 
scheme.  Would  there  be  any  possible  inducement  whatever  for  any 
national  bank  anywhere  in  the  United  States  where  the  rate  of  interest 
was,  say,  8  per  cent,  or  even  6  per  cent,  to  buy  bonds  of  a  municipal 
character  and  then  issue  75  per  cent  of  those  in  currency,  considering 
the  rate  at  which  the  bonds  are  now  held  in  the  West!  Good  bonds 
run  from  4  tp  5  per  cent.  Would  there  be  any  possible  advantage  in  , 
buying  bonds  and  lending  the  money  that  the  Government  would  give 
you  against  lending  your  own  money  out? 

Mr.  Eckels.  There  would  be  the  same  objection,  I  imagine,  that 
arises  from  investing  so  much  money  in  Government  bonds  and  only 
getting  90  per  cent. 

Mr.  FowLEB.  It  is  no  step  forward  at  all,  is  it? 

Mr.  Eckels.  I  suppose  Mr.  Brosius's  idea  was  that  it  would  enlarge 
the  field  of  investment  in  the  establishment  of  banks. 

Mr.  FowLEB.  But  if  it  was  not  a  source  of  profit! 

Mr.  Eckels.  They  would  not  take  out  circulation;  of  course  not. 

Mr.  FowLEB.  They  would  loan  their  own  money.  You  have  the 
same  amount  of  money,  and  if  you  have  paid  $100  for  $75  in  currency 
you  have  lost  $25,  haven't  you? 

Mr.  Bbosixjs.  My  friend  forgets  that  the  banks  of  the  United  States 
to-day  hold,  in  stock  and  miscellaneous  securities,  about  $195,000,000. 
A  large  proportion  of  that  is  drawing  interest  at  the  rate  of  between 
4  and  5  per  cent.  Those  banks  are  largely  investing  their  capital  in 
security  at  4  and  5  per  cent.    It  does  not  take  any  more  money  to  buy 
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mnnicipal  or  State  bonds  than  it  does  to  buy  railroad  bonds.  If  they 
can  take  that  and  issue  75  per  cent  of  that  in  currency,  I  think  they 
are  making  mouey. 

Mr.  Fowler.  Now,  it  is  a  physical  fact  that  entirely  disposes  of 
your  proposition,  when  it  is  known,  as  Mr.  Eckels  has  already  stated, 
that  none  of  those  securities  are  held  in  those  localities  where  the 
people  are  crying  for  currency.  They  are  held  in  New  England  and 
New  York. 

Mr.  Brosius.  But  they  are;  that  is  not  a  fact. 

The  Chairman.  This  is  not  in  the  line  of  the  investigation.  Mr. 
Eckels  is  here  giving  his  views,  and  we  are  not  discussing  among  our- 
selves. 

Mr.  Fowler.  Is  it  not  a  fact,  Mr.  Comptroller,  that  the  bonds  held 
by  national  banks  are  held  in  those  localities  where  there  is  no  need  of 
additional  currency  at  all? 

Mr.  Eckels.  I  have  already  said  that  a  majority  of  them  are  held  in 
the  East  and  in  New  England.  BufI  suppose  Mr.  Brosius^s  idea  is  that 
if  these  bonds  were  permitted  to  be  used  for  circulation,  there  would 
be  more  inducement  for  home  people  to  buy  them. 

Mr.  Fowler.  But,  as  a  matter  of  fact,  to-day  they'  do  not  buy  them 
at  all. 

Mr.  Eckels.  No;  such  bonds  are  all  sold,  or  at  least  the  most  of 
them,  in  New  York  City.  They  are  bouglit  in  large  blocks  and  from 
there  distributed  to  people  who  wish  to  make  investments  in  other 
parts  of  the  country  for  the  purpose  of  having  a  fixed  income. 
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miscellaneous  stocks  held  by  national  banks. 

Mr.  Brosius.  Please  allow  me  one  word  there.  He  lias  stated  that 
these  securities  were  not  held  in  the  sections  of  the  country  where  they 
were  demanding  increased  banking  facilities  and  more  money.  I  hold 
in  my  hand  the  statement  compiled  from  the  report  of  the  Comptroller 
of  the  Currency  for  all  the  Southern  States — 22  of  them — with  the 
amount  of  stock  and  securities  held  by  eacJi  one,  showing  that  in  every 
State  considerable  amounts  of  these  miscellaneous  stocks  and  securities 
are  held  by  the  national  banks. 

Mr.  Fowler.  Will  you  give  those  statements  with  the  amount  of 
stocks  and  bonds? 

Mr.  Brosius.  Yes,  sir;  they  are  as  follows: 


StAt«8. 


ViTifinia 

North  Carolina 
South  Carolina. 

Georgia 

Fhirida 

Missouri 

South  Dakota. . 

Nebraska 

KanHa8 

TennoHSCO 

Alabama 

Mississippi  . . . . 


Stocks  and 
securities. 


$1,157,618 
816. 6U3 
931,400 
823,814 
744, 427 

7, 040, 668 
621, 154 

1. 205, 022 
044.988 
970.  020 

1, 152. 953 
414, 522 


States. 


Louisiana... 

Texas 

Arkansas... 

Montana 

Wyoming  ... 
Colorado . . . . 

Utah 

Nevada  

Idaho 

Washington 

Total  .. 


Stocks  and 
securities. 


$2,229,525 
1, 362, 977 

117.671 
1.231,133 

217,961 
1,725,506 

273,093 
9,565 

617,488 
1, 149, 172 


25,157,276 


Mr.  Calderhead.  While  the  banks  in  the  22  Sonthem  and  West- 
em  States  hold  $25,157,000  in  stocks  and  securities,  I  would  like  to 
add  to  that  statement  that  the  banks  in  the  23  Northern  and  Eastern 
States  hold  $165,635,000  in  stocks  and  securities. 
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Mr.  FoWLEB.  Isn't  it  a  fact  that  these  bonds  that  you  speak  of  are 
held  in  the  large  cities  of  those  States  by  the  large  banks,  and  not  by 
the  country  banks! 

Mr.  Beositts.  They  do  not  have  large  cities  there. 

Mr.  Eckels.  As  a  general  thing  the  city  banks  hold  more  stock  than 
country  banks,  but  I  do  not  know  how  ihuch  of  the  kind  of  stock  which 
he  enumerates. 

Mr.  Fowler.  Is  it  not  a  fact  that  a  great  many  bonds  are  tempo- 
rarily bought  by  national  banks  simply  for  the  purpose  of  negotiation 
in  those  Southern  States,  and  they  do  not  exx>ect  to  hold  them,  but 
expect  to  sell  them? 

Mr.  Eckels.  My  idea  is  that  as  a  rule  all  the  bonds  of  municipal- 
ities and  States  are  handled  by  stock  brokers  and  bond  houses  in  New 
York,  Boston,  or  other  large  cities.  They  are  bought  there  in  their 
entirety. 

Mr.  FowLEB.  Is  it  true,  Mr.  Eckels,  that  these  bonds  are  bought 
much  more  by  banks,  who  first  buy  these  issues  and  then  go  on  to  New 
York  and  negotiate  themf 

Mr.  Eckels.  Most  of  them  are  bought  by  the  houses  that  make  that 
their  business.  The  percentage  of  municipal  bonds  held  by  the  banks 
is  not  very  large. 

Mr.  FowLEB.  Is  there  anything  in  the  reply  that  Mr.  Brosius  made 
to  show  whether  these  are  railroad  bonds? 

Mr.  Bbosius.  Nothing  at  all.  They  are  designated  as  miscellaneous 
stocks  and  securities.  It  would  not  take  any  more  or  any  less  money  to 
buy  them  than  to  buy  railroad  bonds. 

Mr.  Fowler.  But  it  does  not  necessarily  follow  that  those  are  cov- 
ered by  your  bill. 

Mr.  Bbosius.  I  do  not  know  how  many  municipal  bonds;  but  it  does 
not  take  any  more  money  to  buy  municipal  bonds  than  railroad  bonds. 

OBEDIT   CUBBBNCY. 

Mr.  FoWLBB.  I  understood  you  to  say  to-day  (or  the  other  day),  by 
intimation — and  if  I  am  mistaken  I  would  like  to  be  corrected — that 
you  thought  any  principle  of  secured  currency  was  unsouuvi  and  not  a 
'proper  basis  of  currency. 

Mr.  Eckels.  That  it  was  not  a  correct  banking  principle. 

Mr.  FowLEB.  Do  you  think  it  would  be  prudent  to  allow  the  banks 
of  this  country  now,  having  become  accustomed  to  a  system  of  secured 
currency,  to  at  once  adopt  the  system  of  credit  currency  without  the 
supervision  of  some  public  official  as  to  their  right  and  privilege  to 
take  it  out? 

Mr.  Eckels.  No,  I  should  not  permit  it  at  all. 

Mr.  FowLEB.  You  would  leave  it  under  the  supervision  of  public 
officials? 

Mr.  Eckels.  Yes ;  I  think  the  issuance  of  currency  ought  to  be  super- 
intended by  public  officials,  whether  it  is  secured  currency  or  unsecured 
currency. 

Mr.  FowLEB.  As  I  understand  you,  in  answer  to  Mr.  Ilill's  measure, 
I  think  it  was,  you  stated  that,  in  your  judgment,  granting  them  the 
privilege  of  taking  out,  say,  in  the  outset,  20  or  25  per  cent  of  credit 
currency,  such  25  per  cent  should  be  under  the  permission  or  control 
of  a  public  official? 

Mr.  Eckels.  Yes. 

Mr.  Fowleb.  And  that,  having  once  started  upon  the  course  of 
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credit  currency,  the  result  of  the  system  should  be  an  evolution  into  a 
credit  system  entirely  against  a  secured  system! 

Mr.  Eckels.  I  believe  that  would  be  the  final  outcome. 

Mr.  FowLEE.  But  that  it  should  be  one  of  evolution  i 

Mr.  RlCKELS.  Yes. 

The  Ohaikxan.  I  would  like'to  ask  a  few  questions  that  will  perhaps         i 
interest  the  committee.  ^ 

If  you  turn  to  page  5  of  your  report  you  will  find  a  heading,  *'  Sum- 
mary of  the  state  and  condition  of  every  national  bank  reported  during 
the  year  ending  October  6, 1896,''  and  then  the  last  column  at  the  right, 
October  6, 1896,  gives  the  last  report.  That  is  on  page  10.  Turning 
over  to  page  15,  here  at  the  bottom  of  the  page  it  says,  "The  condi- 
tion of  State  banks  and  banking  associations.''  Kow,  is  it  fair  to  write 
in  there,  "  Conditions  of  State  banks  of  loan  and  discount?"  Are  you 
comparing  those  banks — State  banks — doing  the  same  kind  of  business 
as  the  banks  you  report  as  national  banks,  on  page  10! 

Mr.  Eckels.  It  is  virtually  the  same  kind  of  banks,  because  you  see 
there  is  a  separate  report  as  to  the  condition  of  Savings  banks. 

Mr.  Bbosius.  Where  is  the  comparison  made  to  which  you  refer! 

The  Chairman.  It  is  not  a  comparison,  but  statistics  on  page  10  and 
on  page  16. 

On  page  19,  the  second  table,  it  says  9456 — all  banks.  That  does 
not  include  the  savings  banks.  Those  are  the  same  banks  you  refer  to 
on  pages  10  and  15,  are  they  not! 

Mr.  Eckels.  No;  with  the  addition  of  the  savings  banks. 

The  Chairman.  Do  you  mean  to  say  that  the  savings  banks  are  not 
included  ! 

Mr.  Eckels.  Yes;  on  page  19.    You  find  on  page  17 

The  Chairman.  But  you  will  find  on  page  10  the  loans  and  discounts 
on  October  (5  are  given  at  $1,893,268,829.  You  will  find  on  page  15  the 
loans  and  discounts  are  given  as  $2,348,193,077.  You  add  those 
together  and  it  gives  you  the  same  $4,000,000,000,  or  about  that,  so 
that  is  what  I  want  to  have  explained.  It  seems  to  me  that  if  the  table 
at  the  bottom  of  page  15  is  of  the  loan  and  discount  banks,  then  certainly 
the  table  on  page  19  does  not  include  savings  banks.  When  you  cor- 
rect your  testimony,  please  make  that  clear;  aud  so  I  pass  on.  You 
will  see  that  your  $1,800,000,000  added  to  your  $2,200,000,000  will 
make  about  the  same  ns  your  total  of  all  loans.  State  and  national, 
on  page  19. 

Mr.  Eckels.  I  do  not  think  it  does  include  the  savings  banks. 

The  Chairman.  Then  it  is  safe  for  me  to  assume,in  anyestimates  or 
figures  or  investigations  I  may  make,  that  this  table  on  page  19  includes 
the  loans  and  capital  and  cash,  etc.,  of  all  discount  banks,  whether 
State  or  national.  One  word  further.  That  is  the  word  "cash.^  In 
this  second  table,  page  19,  how  much  of  that  is  gold,  or  is  it  gold  and 
silver,  or  what  is  it! 

Mr.  Eckels.  It  includes  all  kinds  of  cash. 

Tlie  Chairman.  Fractional  and  everything  else,  and  do  they  hold 
as  much  as  $512,000,000  clear  from  certificates,  or  do  you  count  gold        ^ 
certificates!  ^ 

Mr.  Eckels.  Yes;  all  kinds  of  cash. 

The  Chairman.  It  counts  all  forms  of  metallic  money  or  certificates 
of  metallic  money.    Is  that  the  idea ! 

Mr.  Eckels.  Yes;  specie  and  other  currency  held  by  the  national 
banks  on  July  14,  and  by  other  banks  about  the  same  time,  amounted 
to  $135,000,000. 
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THE  CARLISLE   BILL. 

The  Ohaibman.  In  the  first  place,  I  want  to  ask  whether  this  bill 
reported  by  Mr.  Cox  has  been  materially  changed  as  to  the  amount  of 
greenbacks  that  are  required  to  be  deposited  in  proportion  to  the  cur- 
rency issued,  or  as  to  the  currency  to  be  issued,  whether  it  remains 
the  same  as  when  Mr.  Carlisle  presented  it? 

Mr.  Eckels.  I  think  it  is  the  same  bill,  with  some  changes  to  it;  I  do 
not  know  whether  any  changes  have  been  made  in  it  or  not. 

Mr.  Cox.  On  the  question  of  currency  it  is  the  same  bill. 

The  Chairman.  Ix>ok  at  the  statement  of  Mr.  Carlisle  on  page  29 
of  the  report  of  the  hearing  before  this  committee  on  December  10, 
1894.    Mr.  Carlisle  said,  in  reply  to  my  question — I  read  as  follows : 

Mr.  Walker.  Have  you  thought  of  how  long  a  time  it  would  take  to  retire  the 
greenbacks  f 

Mr.  Carlisle.  It  might  be  done  in  twenty  years  or  it  might  be  done  in  iive  or  six 
years. 

The  Chairman.  Now,  the  point  is  whether  you  would  proceed  with 
legislation  upon  the  theory  that  it  would  take  twenty  years  or  five  or 
six  years. 

(After  a  pause.)  Well,  as  you  do  not  answer,  my  question  can  be  put 
down  and  no  answer  need  be  put  down. 

Mr.  Cox.  I  want  to  say 

Mr.  Eckels.  I  think  that  is  a  question  that  Mr.  Carlisle  ought  to 
answer. 

Mr.  Cox.  I  want  the  answer  of  Mr.  Carlisle  put  in  the  record. 

The  Chaibman.  I  have  the  floor. 

Mr.  Cox.  I  think  it  is  proper 

The  Chairman.  The  gentleman  is  out  of  order. 

This  bill — the  Cox  bill — temporarily  confines  the  legal  tenders,  but  it 
does  not  destroy  them.  They  still  remain  in  sight  of  the  i)eople  in  the 
Treasury  as  a  deposit,  do  they  not? 

Mr.  Eckels.  Yes;  they  are  kept  there  as  a  deposit. 

The  Chairman.  And  in  the  eyes  of  the  people  the  same  as  the  silver 
is  that  they  are  now  clamoring  should  be  paid  out,  notwithstanding  the 
certificates  are  out  against  it.    Do  you  think  that  is  a  wise  policy! 

Mr.  Eckels.  I  have  stated  that  I  think  those  things  ought  to  be  paid 
and  cancelled  and  gotten  out  of  the  way. 

The  Chairman.  Isn't  it  a  fact  that  the  bill  H.  E.  171 

Mr.  Cox.  I  rise  to  a  question  of  personal  privilege. 

The  Chairman  (continuing).  Does  not  transform  the  legal-tender 
notes  of  the  Government  into  bank  currency! 

Mr.  Eckels.  I  think  the  provision  of  your  bill  is  to  change  the  form 
of  them.    I  think  that  the  Secretary's  bill,  or  Mr.  Cox's  bill 

Mr.  Cox.  It  is  the  Secretary's  bill. 

Mr.  Eckles  (continuing).  Provides  for  the  retirement  of  the  legal 
tenders  by  reviving  the  old  statute  that  so  many  should  be  retired  in 
accordance  with  the  percentage  of  bank  notes  issued. 

The  Chairman.  But  in  the  first  instance 

Mr.  Eckels.  They  are  deposited  as  a  security. 

The  Chairman.  One  further  question. 
.     Mr.  Cox.  I  rise  to  a  question  of  personal  privilege. 

The  Chairman.  The  objection  to  the  use  of  bonds  is  covered  by  bill 
H.  B.  171.  Is  not  the  security  equally  a  Government  security  when 
the  Government  is  obligated  to  pay  upon  the  insolvency  of  the  bank, 
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and  as  sure  and  as  positive  as  holding  a  bond  which  the  Government 
does  for  the  money — is  not  that  practically  the  same  security  for  the 
notes! 

Mr.  Eckels.  I  would  just  as  lief  have  the  Government's  guaranty 
as  the  bond. 

The  Chairman.  Now,  Mr.  Cox. 

Mr.  Cox.  Now,  let  lis  put  everybody  sqaare  on  this  question.    I      ^ 
read  the  answer  of  the  Secretary  to  which  Mr.  Walker  referred.    It  is  ' 

a<s  follows.    Mr.  Walker  put  this  question: 

Mr.  Walker.  Have  yon  thought  of  how  long  a  time  it  woald  take  to  retire  the 
greeubacks  ? 

Mr.  Carlisle.  It  may  be  it  woald  take  twenty  years,  and  it  might  be  done  in  five  or 
six  years.  If  the  proposed  law  had  been  enforced  during  Mr.  Cleyeland's  last  Admin- 
istration or  during  Mr.  Harrison's  Administration,  the  greenbacks  would  have  been 
retired. 

The  Chairman.  That  is  expressing  an  opinion. 

Mr.  Cox.  That  is  an  expression  of  opinion,  but  he  has  as  much  right 
to  express  an  opinion  as  you  have.    That  is  on  page  29. 

Mr.  Eckels.  1  do  not  think  the  Secretary  of  the  Treasury  thougbt 
this  was  the  best  way  of  getting  rid  of  them,  but  it  seemed,  at  the 
time  the  plan  was  offered,  a  commencement. 

Mr.  Cox.  I  do  not;  but  he  is  doing  the  best  he  can. 

ARE  THE  GREEI^AOKS  DANGEROUS! 

Mr.  Spalding.  Mr.  Comptroller,  you  seem  to  have  ind  icated  in  all  your 
answers  and  questions  pertaining  to  the  greeubacks  that  the  Govern- 
ment was  in  danger  because  they  were  out.  Now,  is  it  not  true  that 
there  was  no  danger  or  apprehension  of  danger  up  to  March  4,  four 
years  ago;  that  up  to  that  time  there  was  no  danger  and  there  was  no 
raid  on  the  Treasury,  and  the  greenbacks  were  doing  their  usual  duty 
of  a  currency  with  the  people,  and  the  people  were  well  satisfied  with 
them? 

Mr.  Eckels.  There  was  danger  then,  but  it  was  not  so  apparent.  The 
conditions  which  developed  it  had  not  reached  the  proportions  which 
they  have  since  reached,  in  the  fact  that  the  burden  resting  upon  the 
Treasury  in  the  maintaining  the  parity  of  metals  was  not  so  great  asit 
has  been  during  the  past  four  years.  We  have  to  deal  with  conditions 
as  we  find  them  to-day,  instead  of  with  the  conditions  of  four  or  five 
years  ago.  If  the  condition  may  have  been  all  right  four  or  five  years 
ago,  it  is  all  wrong  now. 

PROPOSED  BOND  ISSUE  OP  THE  HARRISON  ADMINISTRATION. 

Mr.  Johnson.  Is  it  not  a  fact  that  during  the  last  part  of  the  Har- 
rison Administration  the  receipts  of  gold  for  customs  payment  largely 
fell  off,  and  a  large  number  of  greenbacks  and  Treasury  notes  were 
presented  to  the  Treasury,  and  gold  drawn  out  of  the  Treasury  on  them  t 

Mr.  Eckels.  Yes;  and  it  is  a  further  fact  that  in  the  laat  report  made 
by  Mr.  Foster,  the  then  Secretary  of  the  Treasury,  attention  was  called 
to  the  fact  that  there  wa^  an  inadequate  supply  of  gold  and  inadequate 
means  given  to  the  Secretary  of  the  Treasury  to  provide  gold  to  meet  ^ 
the  additional  burden  put  upon  the  Treasury  through  the  issuing  of  the  ^ 
Sherman  notes.  Kot  only  that,  but  the  bond  plate  had  been  already 
prepared  for  the  purpose  of  issuing  bonds  to  obtain  the  gold.  • 

Mr.  Johnson.  It  is  the  fact,  then,  is  it  not,  that  the  drain  upon  the 
gold  in  the  Treasury,  while  it  had  not  gotten  down  to  the  point  of 
reaching  the  gold  reserve,  had  been  steadily  going  on  during  the  last 
months  of  the  Harrison  Administration  t 
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Mr.  Eckels.  Yes;  it  commenced  in  1892. 

Mr.  Cox.  1  want  to  put  this  question  to  the  Comptroller :  I  want  to 
ask  him  if  it  is  not  a  fact  in  the  history  of  the  Treasury  Department 
that  during  the  Harrison  Administration,  when  the  greenbacks  were 
presented,  those  greenbacks,  amounting  to  several  hundred  thousand 
dollars,  were  redeemed  in  silver  by  the  Administration  of  Mr.  Harrisonf 

Mr.  Eckels.  I  am  sure  1  do  not  know  as  to  that. 

Mr.  Cox.  Call  the  Treasurer  here  and  he  will  tell  you  that  is  so. 

Mr.  Hill.  I  want  it  to  go  into  the  record  right  here  that  the  state- 
ment made  by  Mr.  Dingley  last  year,  in  connection  with  this  matter, 
was — and  I  think  in  connection  with  the  statement  made  by  the  Comj)- 
troUer  it  should  go  in  here — that  Mr.  Foster  came  to  the  Ways  and 
Means  Committee  in  1802  and  said  that  there  would  be  sufficient  reve- 
nue to  meet  the  expenses  of  the  Government;  but  that  after  the  elec- 
tion of  1892  was  over  the  falling  off  in  revenues  was  so  great  that  he 
came  to  that  committee  in  February,  1893,  and  said  that  there  would 
probably  be  a  deficiency  of  $50,000,000  in  the  revenues,  and  it  was  for 
that  bonds  were  to  be  issued. 

GREENBACKS   AN  EXPENSIVE   CURRENCY. 

Mr.  SPALBiNa.  Is  it  not  true  that  the  greenback  is  a  cheaper  cur- 
rency than  any  credit  currency  or  national-bank  currency! 

Mr.  Eckels.  No;  it  is  the  most  expensive  currency  ever  floated  in 
this  country. 

Mr.  Spaldxng.  How  much  has  been  paid  out  in  gold  in  the  redemp- 
tion of  greenbacks  under  this  Administration  ? 

Mr.  Eckels.  I  do  not  remember  the  exact,  amount. 

Mr.  Spalding.  Four  hundred  and  forty  million  dollars,  in  round 
numbers. 

The  Chairman.  It  is  all  a  matter  of  record. 

Mr.  Spalding.  No;  it  is  not  all  a  matter  of  record. 

How  much  gold  was  put  into  the  Treasury  by  the  exchange  of  green- 
backs for  gold  f 

Mr.  Eckels.  I  can  not  say. 

Mr.  Spalding.  I  have  it  direct— $195,000,000  and  over.  Add 
$195,000,000  to  the  deficit  which  occurred  and  it  would  almost  account 
for  the  entire  gold,  with  the  greenbacks,  would  it  not? 

Mr.  Eckels.  I  do  not  think  so. 

Mr.  Spalding.  Add  $195,000,000  to  a  deficit  of  $180,000,000  or 
$190,000,000,  and  it  makes  pretty  near  the  amount  taken  out  of  the 
Treasury.    I  have  that  and  can  furnish  it. 

Mr.  Eckels.  You  had  better  put  it  in  the  record. 

The  Chairman.  Suppose  you  get  your  certificate  to  that  effect  and 
put  it  in  the  record. 

Mr.  Spalding.  I  don't  need  any  certificate.  You  have  furnished  no 
certificate  for  a  gi*eat  many  of  your  statements. 

Would  it  be  a  safer  currency  issued  on  any  of  the  assets  of  the  banks, 
even  25  per  cent,  as  the  present  currency? 

Mr.  Eckels.  A  safer  f 

Mr.  Spalding.  Yes. 

^r.  Eckels.  No;  you  could  not  get  a  safer  currency  as  long  as  the 
Government  meets  its  obligations.  No  one  has  ever  questioned  the 
safety  of  the  present  national-bank  currency. 

Mr.  Spalding.  That  is  true,  because  the  notes  are  redeemed  by  the 
Government  in  greenbacks,  which  are  lawful  money.    Now  is  it  not  true 
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if  yon  have  1450,000,000  in  greenbacks  and  yon  keep  $100,000,000 
there  are  $350,000,000  upon  which  you  pay  no  interest;  and  under  the 
national-bank  system  they  do  pay  interest  on  the  currency,  inasmuch 
as  they  pay  interest  on  their  bonds? 

Mr.  EcKLES.  You  do  not  pay  interest  in  the  form  of  interest  on  bonds, 
but  you  lose  interest  on  the  reserve  you  keep  and  you  pay  interest  on 
that  which  you  have  to  use  at  certain  times  to  maintain  your  gold 
reserve.  Thus  when  you  come  to  estimate  the  expense,  the  expense  is 
larger  by  not  paying  and  canceling  them.  Then,  too,  there  is  no  end 
to  tlie  number  of  times  the  same  process  is  gone  through  with. 

Mr.  Spalding.  Bonds  are  issued,  not  for  the  purpose  of  a  circulating 
medium,  but  for  sale  by  the  Government  on  account  of  it«  necessities; 
and  they  were  bought  by  the  banks  and  put  up  as  security  for  their 
notes,  and  they  drew  interest  on  their  bonds  and  drew  interest  on 
their  issue.    Is  not  that  trnef 

Mr.  Eckels.  Yes. 

Mr.  Spalding.  Is  not  that  a  more  exx)ensive  system  than  the  other? 

The  Chairman.  Your  time  is  up. 

Mr.  Cox.  I  want  this  point  clearly  understood,  that  during  the 
Administration  of  Mr.  Harrison  the  plates  were  prepared  for  bonds  to 
redeem  those  greenbacks,  and  not  only  that,  but  Mr.  Foster,  his  Secre- 
tary of  the  Treasury,  did  redeem  a  large  amount  of  greenbacks  in 
silver.    Is  not  that  the  factf 

Mr.  EoKLES.  I  do  not  know  anything  about  any  redemption  in  silver. 
I  know  that  Secretary  Foster  held  to  the  idea  that  the  Treasury  Depart- 
ment, with  the  increased  amount  of  demand  obligations  standing  against 
the  Government  and  without  any  additional  power  vested  in  the  Sec- 
retary to  provide  gold,  was  approaching  a  condition  of  embarrassment, 
and  that  legislation  ought  to  be  had  upon  the  subject,  and  that  it  was 
the  puri)ose  to  issue  bonds  under  the  then  existing  laws  relative  to 
maintaining  the  gold  reserve. 

Mr.  Oox.  I  understand. 

Mr.  Eckels.  Mr.  Hill  says  it  was  for  current  expenses,  but  if  it  was 
for  current  expenses  it  was  under  a  provision  of  law  to  provide  a  gold 
reserve  against  the  payment  of  these  notes. 

Mr.  Cox.  I  do  not  want  to  press  the  point  any  further  except  to 
emphasize  this :  That  in  the  Administration  of  President  Harrison  silver 
was  paid  out  when  greenbacks  and  Treasury  notes  were  presented. 
They  paid  these  notes  off  to  the  extent  of  $700,000  in  silver. 

Mr.  Eckels.  I  do  not  know  anything  about  that. 

Mr.  Newlands.  Mr.  Eckels  st-ated  that  in  his  judgment  the  silver 
now  in  the  Treasury  ought  to  be  sold  and  turned  into  gold.  He  said 
that  the  difference  between  himself  and  Mr.  Brosius  was  that  Mr. 
Brosius  wanted  to  sell  it  at  retail  and  he  proposed  to  sell  it  at  whole- 
sale. Kow,  I  want  to  question  Mr.  Eckels  somewhat  upon  that — as  to 
how  he  would  do  it,  and  as  to  what  effect  it  would  have,  etc. — and  I 
would  like  to  have  an  opportunity  to  ask  some  questions  on  this  line. 

Mr.  Eckels.  That  was  in  connection,  Mr.  Newlands,  with  the  pro- 
vision in  Mr.  Brosius's  bill  where  he  provides  a  certain  way  of  getting 
rid  of  the  greenbacks,  and  I  said  I  preferred  the  other  way,  as  between 
the  two.  That  is  simply  in  connection  with  the  provision  in  Mr. 
Brosius's  bill. 

Mr.  Galdebhead.  When  Mr.  Eckels  returns,  on  Thursday,  I  wamt 
to  inquire  about  how  much  the  suspension  of  gold  payments  by  the 
subtreasury  in  paying  its  balances,  as  it  occurred  once,  had  to  do  with 
the  loss  of  the  gold  in  the  Treasury. 

Thereupon,  at  3.15  p.  m.,  the  committee  adjourned. 
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Committee  on  Banking  and  Oubbenoy, 
Washington^  D.  (7.,  Thursday ^  Fehrtiary  18j  1897. 

The  committee  met  at  10.30  a.  m.  Members  present:  The  Chairman 
(Mr.  Walker)  and  Messrs.  Brosins,  Johnson,  Van  Voorhis,  Fowler, 
Spalding,  Calderhead,  Hill,  Cox,  Stallings,  and  Hendrick. 

Hon.  James  H.  Eckels,  Comptroller  of  the  Currency,  appeared  before 
the  committee  and  concluded  his  statement  begun  on  January  28, 1897. 

8TATEMEST  OP  HOV.  JAMES  H.  ECKELS,  GOMPTBOLLEE  OF  THE 

GUEEEVGT— Gontmued. 

The  Chairman.  Mr.  Fowler  has  the  floor  and  will  proceed  to  inter- 
rogate Mr.  Eckels  on  House  bill  6442.    [For  text  of  bill  see  page  107.] 

Mr.  FowxEB.  Mr.  Eckels,  in  your  opinion  is  it  not  true  that  the 
chief  source  of  our  financial  troubles  to-day  is  that  our  national  credit 
is  in  doubt  f 

Mr.  EOEELS.  I  believe  the  most  of  our  financial  difficulties  have 
sprung  from  that  fact  in  the  past  several  years,  and  while  it  is  not  so 
patent  to-day  as  it  was  some  months  since,  the  danger  that  the  same 
conditions  are  liable  to  occur  makes  it  a  source  of  doubt. 

The  Chairman.  That  is,  doubt  to-day? 

Mr.  EOKELS.  Yes. 

Mr.  FowiiEB.  Is  it  not  your  opinion  that  the  injury  to  our  credit  is 
mostly  due  to  the  fact  that  it  is  still  a  debatable  question  whether  the 
United  States  will  maintain  gold  payments  of  all  its  demand  obligations  f 

Mr.  Eckels.  I  have  no  doubt  with  a  great  many  people  the  con- 
tinual suggestion  that  we  are  going  to  have  another  campaign  upon  the 
same  lines  as  the  last  has  created  in  their  minds  a  question  as  to 
whether  or  not  we  might  not  be  brought  to  a  silver  basis,  although  I 
myself  do  not  believe  we  will  ever  get  that  far. 

OOLB  AND  silver  REDEMPTION. 

Mr.  Fowler.  Is  it  not  your  opinion  that  this  debate  will  continue 
until  this  Government  takes  some  decisive  step  looking  to  its  construc- 
tion of  the  word  ^^coin"  and  determining  definitively  that  our  dollar  is 
25.8  grains  of  gold,  nine-tenths  fine,  and  not  50  cents'  worth  of  silver 
bullion  f 

Mr.  Eckels.  I  think  that  is  determined  already,  so  far  as  the  law  on 
the  statute  book  is  concerned,  but  I  imagine  that  in  the  minds  of  a 
great  many  i)eople  who  are  either  doing  business  living  here  or  doing 
business  with  us  from  abroad,  there  is  a  doubt  in  the  midst  of  all  this 
agitation  as  to  whether  or  not  we  will  maintain  it  at  that  point. 

Mr.  Fowler.  To  what  law  do  you  refer  when  you  say  it  is  deter- 
mined by  law  already? 

Mr.  EoKELS.  We  have  here  as  a  standard  of  value  the  gold  dollar 
established  by  the  act  of  1873,  though  recognized  as  a  matter  of  fact 
long  before  that  act.  The  word  '^coin,"  however,  as  used  in  the  bonds 
and  as  used  in  the  Treasury's  legal-tender  paper,  is  not  definitely 
decided  as  a  matter  of  law  to  mean  gold.  It  is  only  as  a  matter  of 
practice  on  the  part  of  the  Secretaries  of  the  Treasury.  The  attaching 
of  that  meaning  to  it,  though,  is  emphasized  by  the  statutory  declara- 
tion that  the  established  x>olicy  of  the  Government  is  to  maintain  the 
parity  of  the  two  metals. 

Mr.  Fowler.  Is  it  not  a  fact  that  the  silver  dollar  is  coin  and  silver 
is  a  legal  tender  f 
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Mr.  Eckels.  Yes. 

Mr.  Fowler.  Does  not  that  fact  leave  this  whole  matter  one  of  arga- 
nieut  and  couclasion  i:ather  than  distinct  declaration  f 

Mr.  Eckels.  Yes;  it  unfortunately  is  left  as  a  matter  of  discretion, 
largely,  with  the  Secretary  of  the  Treasury,  acting  under  the  advice  of 
the  President,  as  to  whether  he  shall  redeem  the  Government's  obliga- 
tions in  silver  or  gold,  although  the  law  is  on  the  statute  booi^s  that  ~-^ 
the  policy  of  the  Government  is  to  maintain  the  parity  of  the  two 
metals. 

Mr.  Fov^tler.  If  perchance  the  Secretary  of  the  Treasury  should  con- 
strue his  power  and  the  law  to  mean  silver  as  well  as  gold  and  redeem 
in  silver,  what  effect  would  that  have  upon  our  standard  of  valuef 

Mr.  Eckels.  It  would  bring  us  to  a  silver  basis. 

Mr.  Fowler.  You  say  it  is  purely  a  matter  of  construction  for  the 
Secretary  of  the  Treasury! 

Mr.  Eckels.  Yes,  as  to  what  the  word  "  coin  "  means.  I  myself  do 
not  see  how  a  Secretary  could  construe  it  to  mean  anything  else  than 
gold  if  he  took  into  consideration  that  which  was  the  standard  of  value 
and  the  current  coin  at  the  time  the  obligations  to  be  paid  were  issued; 
still,  it  is  a  matter  of  construction. 

Mr.  Fowler.  Is  it  not  a  fact  that  ^  large  portion  of  public  men 
to-day  are  complaining  because  of  the  construction  of  the  present  Secre- 
tary of  the  Treasury,  and  that  the  true  construction  is  silver  as  well  as 
gold! 

Mr.  Eckels.  Undoubtedly  there  are  a  large  number  of  men  who  take 
the  position  that  the  proper  construction  of  the  work  "  coin ''  is  that  it 
means  silver  as  well  as  gold. 

Mr.  Fowler.  That  it  is  not  only  his  power  but  that  it  is  his  duty  to 
redeem  in  silver! 

Mr.  Eckels.  That  is  the  way  they  hold,  but  no  Secretary  of  the 
Treasury  has  ever  thus  far  held  so. 

Mr.  Fowler.  Is  it  not  your  opinion,  even  though  we  fix  definitely 
the  value  of  our  dollar  so  that  there  could  be  but  one  construction  put 
upon  it,  yet  if  we  allowed  the  demand  obligations  of  the  Government 
to  remain  outstanding,  that  that  would  constantly  jeopardize  the  credit 
of  the  Government  and  the  entire  business  interests  of  the  country  as 
well! 

Mr.  Eckels.  I  have  taken  the  position  all  through  this  discussion 
that  as  long  as  the  demand  obligations  of  the  Government  are  unpaid 
and  uncanceled  we  are  in  danger.  It  is  not  enough  to  simply  have 
it  reemphasized  that  the  construction  which  has  been  placed  by  the 
various  Secretaries  of  the  Treasury  upon  the  word  "coin''  means  gold. 
That  in  itself  does  not  uphold  our  credit.  It  but  assists  to  that  end. 
We  must  have  in  addition  to  that  such  a  system  as  will  enable  the 
Government  to  make  of  the  declaratioi  something  more  than  a  mere 
declaration.  The  Government  must  be  possessed  of  the  means  of  doing 
everything  necessary  to  meet  in  an  instant  the  demands  upon  it.  On 
the  other  hand,  the  Government's  credit  is  not  assured  until  it  is  rid  of 
the  causes  which  make  it  a  matter  of  doubt  whether  the  Government 
can  maintain  itself  in  its  gold  payments.  It  must,  in  order  to  i>ossess 
the  completest  confidence,  cut  loose  from  those  things  which  the  busi- 
ness public  look  upon  as  weakening  to  its  financial  stability.  The 
business  public  to-day  so  regards  the  Government's  currency  issues. 

Mr.  Fowler.  That  is,  we  must  have  such  a  condition  as  to  render  it 
practically  impossible  for  the  Government  to  go  to  a  silver  standard! 

Mr.  Eckels.  Yes.  As  a  matter  of  fact,  we  certainly  have  been  on  a 
gold  basis  for  over  sixty  years. 
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Mr.  FOWLEB.  Is  it  not  your  opinion  that  the  issne  and  redemption 
of  all  paper  currency  should  be  thrown  on  the  banks  of  the  country? 

Mr.  EOKELS.  Yes. 

Mr.  FowLEB.  Is  it  not  your  opinion  that  to  permanently  establish  in 
our  foreign  and  domestic  commerce  the  gold  standard  as  our  measure 
of  value,  you  must  compel  all  the  banks  to  currently  redeem  their  obli- 
gations in  gold  coin  or  its  equivalent? 

Mr.  Eckels.  I  would  not  permit  any  bank  to  issue  notes  without 
compelling  it  to  redeem  them  in  gold,  and  of  course  if  tlie  banks  redeem 
tbeir  notes  in  gold  it  would  be  of  benefit  to  us  in  our  commercial  rela- 
tions. 

Mr.  FoWLBE.  Do  you  not  believe  that  the  sections  of  bill  H.  li.  6442 
which  provide  for  funding  the  national  debt  into  2  per  cent  gold  coin 
bonds,  the  retirement  and  destruction  of  all  the  demand  obligations  of 
the  Government,  and  the  redemption  of  all  our  paper  currency  by  the 
banks  in  gold  coin  or  its  equivalent  would  settle  our  standard  of  value, 
place  the  credit  of  the  nation  beyond  all  question,  and  prove  a  source 
of  the  greatest  possible  stability  to  our  business  interests? 

Mr.  Eckels.  Well,  that  is  a  very  sweeping  sort  of  question. 

Mr.  FowLEB.  I  will  read  it  again. 

Mr.  Eckels.  I  get  the  full  force  of  it. 

Mr.  FowLEB.  It  only  covers  the  points  I  have  been  over. 

Mr.  Eckels.  I  have  no  doubt,  Mr.  Fowler,  that  the  funding  of  our 
present  bonds  into  2  per  cent  gold  bonds  would  establish  beyond  ques- 
tion that  the  policy  of  this  Government  was  to  maintain  the  gold 
standard  of  value,  and  I  have  no  doubt  that  the  funding  of  legal  tenders 
into  gold  bonds  would  do  the  same  thing;  that  it  would  be  a  practical 
measure  of  relief  to  the  Government  in  the  end. 

The  Ghaibman.  Do  you  include  in  that  the  Treasury  notes  and  silver 
certificates? 

Mr.  Eckels.  Yes;  all  the  Treasury  paper.  I  mean  what  are  known 
as  Treasury  notes;  I  am  not  sx>eaking  of  the  silver  certificates.  I 
include  the  Sherman  notes. 

Mr.  Bbosius.  Sherman  notes  and  greenbacks? 

Mr.  Eckels.  Yes.  If  the  United  States  went  to  the  extent  of  fund- 
ing its  coin  bonds  and  funding  its  legal-tender  paper,  no  one  would 
ever  again  doubt  but  that  this  was  a  Government  which  believed  very 
emphatically  in  the  maintenance  of  the  gold  standard  of  value  and  in 
gold  payment  of  all  obligations.  It  is  an  essential  thing  for  the  main- 
tenance of  national  and  individual  credit  to  have  it  known  beyond  ques- 
tion that  it  is  proposed  to  maintain  at  any  cost  gold  payments  for  all 
our  obligations.  This  nation  can  not  afford  to  take  advantage  of  any 
technic£Jities  in  the  definition  attaching  to  a  word,  when  it  comes  to 
meeting  its  debts. 

BANKS  COULD  MAINTAIN  GOLD  PAYMENTS. 

Mr.  FowLEB.  Have  you  any  doubt  whatever  in  your  mind  with 
regard  to  the  ability  of  the  banks  of  the  United  States  to  maintain 
gold  redemption  of  the  requisite  amount  of  paper  currency  to  properly 
conduct  the  business  of  this  country? 

Mr.  Eckels.  No.  Whenever  the  banks  have  undertaken  to  do  it, 
at  times  when  the  Government  was  not  issuing  Treasury  paper,  they 
have  been  able  to  maintain  gold  payments  and  furnish  all  the  gold 
necessary  for  the  business  of  the  country. 

Mr.  FowLEB.  Is  it  not  your  opinion  that  a  credit  currency  based 
upon  assets  is  the  only  truly  scientific  form  of  paper  money? 


406  FINANCIAL   AND   BANKING   SITUATION. 

Mr.  Eckels.  I  have  said  repeatedly  I  thoaght  it  was  theoretically 
the  correct  method  of  issuing  notes. 

Mr.  Fowler.  Do  you  not  think  under  proper  supervision  such  credit 
currency  of  the  banks  might  be  safely  equal  to  the  capital  of  the  banks  1 

Mr.  Hill.  Under  general  law! 

Mr.  Fowler.  Yes.    Do  you  not  think  under  proper  supervision  such 
credit  currency  of  the  banks  might  be  safely  equal  to  the  capital  of  the       ^ 
banks  ! 

Mr.  Eckels.  Under  proper  supervision  and  with  all  necessary  safe- 
guards, but  it  would  require  a  good  many  safeguards  and  pretty  careful 
supervision.  It  is  certainly  something  that  could  not  be  done  except 
gradually. 

Mr.  Fowler.  I  am  coming  to  that.  Do  you  not  think  such  a  system 
ought  in  time  to  succeed  our  present  secured  system  t 

Mr.  Eckels.  Yes;  I  think  in  time  it  ought. 

Mr.  Spalding.  How  long  a  time! 

Mr.  Fowler.  Just  make  a  note  of  that  question,  and  ask  it  when  I 
get  through. 

Is  it  not  your  opinion  that  the  transition  from  the  one  system  to  the 
other  ought  to  be  gradual,  so  as  not  to  disturb  business  conditions  in 
the  slightest  degree! 

Mr.  Eckels.  Yes. 

NOTES  ISSUED  UNDER  GOVERNMENT  SUPERVISION. 

Mr.  Fowler.  Is  it  jiot  your  opinion,  considering  our  present  condi- 
tion, that  the  right  of  the  bank  to  issue  credit  currency  ought  to  be 
left  under  the  supervision  of  the  Government  officials! 

Mr.  Eckels.  I  believe  all  notes  which  circulate  as  money  from  banks 
ought  to  be  issued  under  governmental  supervision,  for  the  reason  that 
because  of  such  known  supervision  they  will  best  be  accepted  by  the 
general  public.  Then,  too,  they  will  have  back  of  them  the  quality  of 
uniformity,  and  also  there  will  be  vested  in  one  authority  the  right  to 
take  the  necessary  measures  in  order  to  have  the  banks  maintain  the 
credit  of  the  currency  so  issued. 

TAX  ON  circulation. 

Mr.  Fowler.  Do  you  not  think  it  would  be  advisable  to  divide  the 
total  amount  of  ultimate  circulation  into  four  or  five  issues  and  impose 
an  increasing  tax  upon  the  respec^tive  issues  in  order  to  insure  an 
automatic  regulation! 

Mr.  Eckels.  Bank  issues  have  sometimes  been  regulated  by  a  gradu- 
ated tax  and  they  have  been  successful  to  a  degree.  In  Scotland,  where 
probably  as  good  bank  paper  as  any  is  issued,  no  such  means  of  regula- 
tion is  undertaken. 

The  Chairman.  It  prevails  nowhere  except  in  Germany. 
i    Mr.  Brosius.  Germany  is  the  only  country. 

Mr.  Fowler.  There  is  no  graduated  tax  in  any  country.    There  is 
a  tax  of  5  per  cent  when  the  banks  of  Germany  exceed  the  amount 
granted  by  the  Government  and  do  not  provide  the  reserve  which  the         ^ 
hkw  requires. 

Mr.  Eckels.  Germany  has  a  graduated  tax  after  certain 

CURRENT  REDEMPTION. 

Mr.  Fowler,  It  is  a  straight  5  per  cent.    In  Canada  the  same  effect . 
is  produced  by  penalties  imposed  for  degrees  of  excesses.    Do  you  not 
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consider  that  the  essential  counterpart  of  a  system  of  credit  currency 
is  current  redemption  f 

Mr.  Eckels.  Yes;  it  is  absolutely  essential  to  maintain  current  re- 
demptions to  have  the  currency  issued  safe  and  sound  and  of  any  bene- 
lit  to  the  people. 

Mr.  Fowler.  The  essential  counterpart? 

Mr.  Eckels.  Yes,  to  maintain  the  credit  of  their  currency. 

Mr.  Cox.  It  would  not  go  without  thatf 

Mr.  Eckels.  No. 

BEDBMPTION  DISTRICTS. 

Mr.  Fowler.  Do  you  not  think,  therefore,  that  to  facilitate  such 
redemption  the  United  States  should  be  divided  into  clearing-house 
districts  and  each  bank  issuing  notes  should  be  obliged  to  redeem  its 
notes  at  some  one  of  those  clearing  houses  as  well  as  over  its  own 
counters? 

Mr.  Eckels.  I  can  see  no  objection,  if  there  is  to  be  credit  currency 
issued,  to  the  creation  of  redemption  districts,  although  when  it  was 
attempted  to  have  various  redemption  districts  under  the  national  bank 
system  it  was  not  found  to  operate  as  successfully  as  sole  redemption 
at  Washington.  It  is  contended  by  those  who  advocate  redemption 
districts  that  it  makes  more  rapid  redemptions  by  having  the  country 
divided  up  into  districts  and  tends  to  send  back  to  the  issuing  banks 
any  unnecessary  amount  of  currency. 

Mr.  Fowler.  As  a  matter  of  fact,  the  present  currency  of  this 
country  was  not  such  as  to  render  its  current  redemption  essential  to 
prove  its  goodness  t 

Mr.  Eckels.  Oh,  no:  there  is  that  difference  between  seeured  and 
credit  currency,  unless  back  of  the  credit  currency  is  the  Government's 
guaranty. 

Mr.  Fowler.  The  ultimate  redemption  t 

Mr.  Eckles.  Yes. 

Mr.  Fowler.  But  is  there  not  a  distinction  in  that;  is  it  not  true, 
as  experience  has  shown  in  the  past,  that  redemption  should  be  made 
convenient  If 

Mr.  Eckels.  Undoubtedly  there  ought  to  be  every  facility  for  con- 
venient and  quick  redemption.  Every  bank  ought  not  only  to  redeem 
at  these  centers,  but  redeem  at  its  own  counters  when  called  for. 

REPEAL  OF  STATE  BANK  TAX. 

Mr.  Fowler.  Do  you  not  think  that  to  secure  uniformity  our  bank 
currency  should  all  be  issued  under  United  States  laws  and  not  under 
State  laws,  and  therefore  are  you  not  opposed  to  the  repeal  of  the  10 
per  cent  tax  on  State  bank  circulation  f 

Mr.  Eckels.  I  have  stated  once  or  twice  that  there  ought  to  be  uni- 
formity in  all  currency  and  it  ought  all  to  be  issued  under  govern- 
mental supervision. 

Mr.  Fowler.  Does  not  the  other  necessarily  follow? 

Mr.  Eckels.  No;  not  necessarily.  The  benefits  which  the  i)eople 
who  urge  the  repeal  of  the  10  per  cent  tax  would  receive  from  the 
repeal  of  it,  it  seems  to  me,  are  very  much  exaggerated.  The  theory 
on  which  the  10  per  cent  tax  law  was  enacted  is  all  wrong.  It  is  a  law 
which  makes  a  perversion  of  the  taxing  power  of  the  Government. 

Mr.  Fowler.  In  principle? 

Mr.  Eckels.  Yesj  but  I  believe  the  courts  have  decided  it  is  all 
right,  and  their  findings  govern. 
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OBEDIT  CUEBENCY. 

Mr.  FoWLEB.  Do  you  not  think  that  the  sections  of  bill  H.  R.  6442, 
which  provide  for  a  credit  currency  under  United  States  Government 
supervision  and  divided  into  five  distinct  issues,  with  a  tax  of  1, 2, 4, 6, 
and  8  per  cent,  respectively,  currently  redeemed  over  the  counter  of  the 
bank  of  issue  and  also  at  some  clearing  house,  would,  if  enacted  into  .^ 
law,  in  connection  with  the  preceding  sections  of  this  bill,  give  to  the  • 

country  a  sound  and  truly  scientific  currency,  and  that  it  would  so 
gradually  transplant  our  present  system  as  only  to  produce  the  most 
salutary  effect  ux)ou  the  business  interests  of  the  country  1 

Mr.  Eckels.  I  can  not  answer  a  question  like  that.  You  have 
embodied  too  much  in  it. 

Mr.  FowLEB.  That  is  what  we  have  been  over. 

Mr.  Eckels.  It  is  a  matter  of  speculation  whether  or  not  the  banks 
would  accept  it.  I  have  no  doubt  that,  under  the  provisions  of  any  bill, 
a  bank-note  currency  issued  against  credits,  with  proper  safeguards 
thrown  around  it,  if  entered  upon  gradually,  would  prove  acceptable  to 
the  people.  It  would  follow,  through  the  manner  in  which  it  was  main- 
tained, that  in  time  it  would  be  accepted  as  a  proper  method  of  issuing 
all  bank-note  currency,  but  it  would  be  a  matter  which  would  have  to 
be  entered  upon  very  gradually,  and  there  would  have  to  be  an  unususJ 
number  of  safeguards  thrown  about  it  The  difficulties  to  be  encoun- 
tered at  the  outset  would  arise  from  the  fact  that  it  would  be  a  substi- 
tution with  the  people  of  bank  notes  which  theretofore  had  been  entirely 
secured  with  bank  notes  which  are  so  dependent  upon  the  manner  in 
which  the  banks  are  conducted  and  the  character  of  the  assets  which 
are  in  those  banks.  Of  course  this  difficulty  would  bo  obviated  if  back 
of  all  these  notes  was  the  Oovernment  guaranty  to  make  the  ultimate 
redemption  of  them  all. 

Mr.  FowLEB.  Admitting  that  is  so,  the  creation  of  the  fund  to  which 
I  am  coming 

Mr.  Eckels  (continuing).  I  do  not  believe,  as  a  matter  of  fact,  there 
would  be  any  more  bank  failures  Irom  this  system  of  note  issue  against 
credits  than  there  would  have  been  in  the  past  if  the  same  kind  of 
management  is  had  by  the  banks. 

Mr.  FowLEB.  That  would  result  from  the  same  kind  of  supervision  t 

Mr.  Eckels.  Yes.  However,  there  would  have  to  be  made  a  very 
liberal  allowance  in  the  way  of  the  issue  attendant  upon  a  departure 
of  this  kind,  from  the  tendency  of  the  people  to  feel  not  exactly  as  safe 
with  a  credit  note  as  with  a  bond-secured  note. 

SAFETY-FUND  PBOVISIONS. 

Mr.  FowLEB.  Do  you  believe,  from  your  knowledge  of  the  subject, 
that  the  tax  imposed  by  this  bill  would  produce  a  5  per  cent  safety 
fund! 

Mr.  Eckels.  That  is  a  matter  of  mathematics.  It  would  depend 
upon  how  general  a  credit  was  placed  by  the  note  holders  in  the  notes 
of  these  banks.  ^ 

Mr.  Fowleb.  Well,  if  it  produced  a  safety  fund  of  5  per  cent,  would 
that  be  ample  in  your  judgment  to  redeem  the  notes  of  failing  banks? 

Mr.  Eckels.  I  think  so. 

Mr.  Fowleb.  In  your  judgment,  this  5  per  cent  would  be  more  than 
ample  to  redeem  all  the  notes  of  failing  banks,  would  it  nott 
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Mr.  Eckels.  Unqnestionably^  figuring  upon  the  same  basis 

Mr.  Fowler.  Basing  it  upon  your  judgment  of  the  past! 

Mr.  Eckels.  Yes;  basing  it  on  the  past.  Whether  or  not  the  tax 
provided  in  the  bill  would  produce  that  amount  is  a  question  of  math- 
ematics. 

Mr.  FoWLEB.  Do  you  not  think  that  all  the  banks  of  the  United 
States,  both  State  and  national,  would  organize  under  this  bill,  having 
as  they  do  the  power  to  take  out  currency  to  the  par  of  the  bonds  held 
by  them,  and  that  there  is  only  a  tax  of  one-fourth  of  1  per  cent 
imposed  upon  the  bonds  which  bear  2  per  cent,  leaving  a  net  1|  per 
cent  to  the  bank  and  giving  to  the  bank  at  the  same  time  the  right  to 
issue  credit  currency? 

Mr.  Eckels.  I  am  sure  I  could  not  say  what  they  would  do. 

Mr.  Fowler.  What  has  been  the  experience  of  the  pastf 

Mr.  Eckels.  It  is  certain  they  will  do  the  thing  which  seems  to 
them,  everything  considered,  will  bring  to  them  the  greatest  profit. 

Mr.  Fowler.  Has  it  not  proved  true  in  the  past,  whenever  a  bank 
can  make  more  than  1^  per  cent  net,  it  has  taken  out  circulation? 

Mr.  Eckels.  Yes. 

Mr.  Fowler.  Therefore  you  can  infer  that  where  they  made  one 
and  three-quarters  per  cent  profit  they  would  naturally  be  glad  to  take 
out  circulation! 

THE  BALTIMORE  PLAN. 

Mr.  Eckels.  Yes;  but  they  would  not  decide  this  thing  on  one  ques- 
tion. They  would  not  decide  it  wholly  on  circulation,  but  they  would 
decide  it  upon  other  matters  which  enter  into  consideration  as  to  what 
would  be  the  best  thing  for  them.  They  would  consider  how  their 
depositors  would  look  at  it  and  how  it  would  afifect  those  features  of  the 
banking  business  which  today  are  a  great  source  of  profit  to  them.  It 
would  depend  not  on  one  circumstance,  but  upon  a  good  many.  When 
the  plan  known  as  the  Baltimore  plan  was  presented  to  tlie  American 
Bankers'  Association,  which  met  in  Baltimore  two  or  three  years  ago, 
it  was  adopted  almost  without  a  dissenting  voice,  and  it  was  accepted 
by  the  newspapers  and  approved  generally  by  them  throughout  the 
country.  Yet  when  that  plan  was  embodied  in  a  bill  and  presented  to 
Congress  it  was  abandoned  almost  as  unanimously. 

Mr.  Cox.  And  there  was  not  a  member  of  the  committee  who  sup- 
ported it. 

Mr.  Fowler.  There  was  no  provision  made  there  for  current  redemp- 
tion, which  was  the  essential 

Mr.  Eckels.  They  apparently  left  the  principle.  The  question  of 
details  was  not  considered. 

Mr.  Fowler.  The  principle  is  unsound  without  the  counterpart, 
which  is  current  redemption  in  gold  coin.  I  should  have  gone  a  good 
way  from  it,  as  far  as  I  could  from  it,  without  that  policy. 

Mr.  Eckels.  I  have  always  maintained  in  discussing  the  question  of 
Dank  notes,  that  the  test  was  not  only  the  promise  of  the  bank  to  re- 
deem in  gold,  but  its  abiUty  to  redeem  and  to  do  so  on  demand  in  what- 
ever quantities  asked  for. 

Mr.  Fowler.  Well,  the  national  banks  in  the  past,  as  I  understand 
you,  have  seized  upon  the  opportunity  of  taking  out  circulation  when- 
ever it  paid  them  above  1^  per  cent;  that  is  truet 

Mr.  Eckels.  Yes,  they  have  taken  out  circulation  when  there  has 
been  a  margin  of  profit  in  so  doing. 
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CIRCULATION  ISSUED   TO   PAK   VALUE  OF  BONDS. 

Mr.  Fowler.  Would  it  not  be  a  great  advantage  not  to  tie  up  a  sin- 
gle dollar  of  the  capital  of  the  bank  aud  take  out  the  same  amount  of 
circulation  that  the  banks  have  of  bonds t    Would  it  not  be  an  advan- 
tage especially  to  the  Western  banks,  where  the  rates  are  highf 
■    Mr.  Eckels.  There  certainly  would  be  more  profit  to  the  bank  in  -A 

issuing  up  to  the  par  of  the  bonds  and  in  addition  having  the  right  to  ^ 

issue  its  credit  currency.  On  the  other  hand  you  have  your  banks 
surrendering  the  bonds  bearing  4  or  5  or  6  x)er  cent  for  a  bond  which 
only  draws  2  per  cent. 

Mr.  Fowler.  But  they  are  paid  the  market  price  5  therefore  they 
lose  nothing. 

Mr.  Eckels.  Oh,  yes;  they  do  not  lose  anything  except  in  the  less- 
ening of  future  interest. 

Mr.  Fowler.  But  they  gain  in  the  lessening  of  future  interest 
because  now  they  tie  up  the  difference  between  90  cents  and  the  pre- 
mium on  the  bonds;  besides,  they  are  only  realizing  one  per  cent,  and 
under  this  bill  they  are  getting  one  and  three-quarters  per  cent.  Is 
not  that  true? 

Mr.  Eckels.  Well,  that  is  also  a  matter  of  mathematics,  whether 
they  would  gain  or  lose. 

Mr.  Fowler.  But  as  a  matter  of  fact,  is  it  not  true  to-day  that  when 
you  take  into  consideration  the  difference  between  90  cents  and  the 
premium  on  the  bonds,  a  great  portion  of  the  United  States  can  not  issue 
those  notes  at  all,  on  account  of  the  rate  of  interest  in  their  respective 
localities? 

Mr.  Eckels.  Well,  they  do  not 

Mr.  Fowler.  Now,  under  this  bill  they  would  not  tie  up  a  single  dol- 
lar of  their  capital  and  they  would  have  a  net  1|  per  cent  on  the  notes 
taken  out  against  the  bonds. 

Mr.  Eckels.  Yes;  I  say  that  is  a  matter  of  mathematics;  you  might 
raise  the  price  of  bonds  in  the  market 

Mr.  Fowler.  Two  per  cent  bonds? 

Mr.  Eckels.  You  might  by  permitting  a  larger  issue  raise  the  market 
price 

Mr.  Fowler.  Is  there  any  probability  of  2  per  cent  bonds  rising  so 
much  above  par  as  to  practically  reduce  the  rate  of  interest  and  there- 
fore make  the  profit  much  less  than  If  per  cent. 

Mr.  Eckels.  Well,  I  should  hardly  think  so,  but  there  might  be. 

Mr.  Cox.  In  order  to  understand  that 

The  Chairman.  Mr.  Fowler  has  the  floor. 

Mr.  Fowler.  I  will  yield  to  Mr.  Cox  for  a  question. 

Mr.  Cox.  As  I  understand^  the  proposition  that  is  embodied  in  that 
idea,  and  let  me  see  if  I  am  correct,  is  that  in  the  redemption  of  the 
outstanding  bonds  with  those  2  per  cent  bonds  you  propose  to  pay  the 
premium  on  the  old  bonds  and  put  that  into  new  bonds,  convert  them 
into  new  bonds? 

Mr.  Fowler.  Yes,  sir. 

Mr.  Cox.  I  wish  to  understand  that,  and  that  is  all.  ^ 

Mr.  Fowler.  The  market  price  of  to-day,  or  at  the  time  the  bill  is 
passed,  being  taken  as  a  basis  and  continued  during  the  funding  of  the 
debt,  so  that  there  can  be  no  movement  in  the  price  of  the  bonds  to  the 
injury  of  the  Government,  and  as  a  check  against  any  such  bull  move- 
ment by  speculation,  the  Government  itself  has  a  large  quantity  of  2 
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per  cent  bonds  for  disposition  to  the  banks  in  the  redemption  of  the 
demand  obligations  of  the  Oovemment. 

Do  yon  not  think  that  interests  so  vast  and  important  to  the  people 
as  onr  finances  and  currency  are  should  not  be  left,  in  carrying  out 
these  financial  and  currency  reforms,  to  the  caprice  of  politics,  but 
rather  separated  from  themt 

Mr.  Eckels.  I  think  everybody  would  agree,  Mr.  Fowler,  that  these 
things  ought  not  to  be  lefb  to  the  caprice  of  politics,  but  then  would 
come  in  the  question  of  what  constitutes  x)olitics. 

Mr.  FowLBR.  Well,  I  am  simply  asking  about  the  principle,  now. 

Mr.  Eckels.  I  do  not  think  if  you  go  to  anyone  and  say,  ^<  Ought 
this  monetary  principle  to  be  decided  as  a  political  question,"  but  he 
would  answer,  '^No ;"  but  he  would  also  couple  with  the  answer  what 
he  thought  constituted  politics. 

A  CONSULTINa   BOABD. 

Mr.  FoWLEB.  Do  you  not  think,  therefore,  that  the  supervision  of 
these  great  interests  had  much  better  be  left  to  a  considting  board 
whose  term  of  office  will  be  such  as  to  insure  a  continuous  body  than 
to  a  single  individual  whose  ideas  might  possibly  be  at  variance  with 
the  financial  policy  or  be  prejudiced  in  favor  of  some  section,  or  be 
hopelessly  ignorant  of  the  subject  when  he  came  into  office  t 

Mr.  Eckels.  I  think  it  is  a  great  deal  more  essential  to  get  a  sound 
scientific  bill  than  it  is  to  establish  a  board.  I  think  if  you  have  a  bill 
which  in  and  of  itself  is  good  and  whose  provisions  are  not  complex, 
that  it  would  not  be  very  hard,  whether  it  was  by  one,  two,  or  three 
persons,  to  enforce  the  provisions  of  that  bill.  The  whole  thing  turns 
upon  the  character  of  the  act.  I  do  not  see  any  objection  to  having  a 
consulting  board,  if  the  officer  who  is  charged  in  the  first  instance  with 
the  duty  of  carrying  out  the  act  has  only  to  consult  with  the  board.  I 
am  not  a  great  believer  in  divided  responsibility. 

Mr.  FowLEB.  It  would  not  be  any  more  divided  than  in  the  case  of 
the  President  and  his  Oabinet,  would  itt 

Mr.  Eckels.  Except  that  the  President  has  the  decisive  voice  in  the 
matter,  and  under  your  plan  no  one  man  has.  As  I  say,  if  you  have  a 
consulting  board,  with  somebody  at  the  head  of  it  who  as  the  last  resort 
has  the  decisive  act,  there  could  not  be  any  objection  to  it;  but  where 
yon  divide  the  responsibility  among  a  number  of  people,  each  having 
equal  power,  you  are  liable  to  not  work  out  as  good  results  as  where 
you  have  simply  a  consulting  board  instead  of  a  single  authoritative 
head. 

Mr.  FowLEB.  Do  you  not  think  as  a  matter  of  fact  if  it  should  turn 
out  some  such  bill  was  adopted,  all  the  banks  of  this  country,  now 
amounting  to  about  10,000,  State  and  national,  representing  approxi- 
mately about  a  billion  dollars  of  capital  and  about  five  billion  dollars 
of  deposits,  would  be  far  better  under  the  supervision,  when  a  system 
of  branch  banks  is  included,  as  you  recommend,  of  three  men,  than  under 
the  supervision  of  one  man  who  may  leave  his  office  the  next  day  aftei 
the  Administration  comes  in — we  hope  you  will  not — or  may  die  in  the 
midst  of  a  bank  panic  or  in  any  great  crisis,  but  leaving  the  office  prac- 
tically without  a  man  efficient  and  able  to  conduct  itt 

Mr.  Eckels.  Well,  it  would  depend  entirely  ui>on  the  character  of 
the  act  under  which  these  men  were  operating.  It  is  not  so  difficult  to 
administer  an  act  if  the  act  is  not  too  complex,  and,  I  take  it,  when  you 
get  a  bill  which  you  will  hope  to  get,  that  is  as  near  i>erfection  as  possible, 
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it  will  not  be  a  difficult  bill  to  administer,  and,  therefore,  one  man 
^ven  the  power,  with  the  right  to  call  in  others  in  consultation  who  are 
suggested  for  that  purpose,  would  do,  I  believe,  a  great  deal  better  than 
seven  men,  all  being  given  equal  power. 

Mr.  Fowler.  There  are  three  here  and  they  do  not  have  equal  power. 

Mr.  Eckels.  Well,  whatever  the  number,  they  are  given  equal 
power,  and  thereby  is  established  a  divided  responsibility.    I  do  not  -Jk 

believe  as  much  has  been  accomplished  by  permanent  commissions  in  the 
conduct  of  bureaus  as  has  been  accomplished  by  bureaus  with  one 
person  in  cliarge. 

INSURING  DEPOSITORS  AGAINST  LOSS. 

Mr.  Fowler.  Inasmuch  as  you  have  stated  that  in  your  judgment 
the  supervision  of  the  banks  should  be  controlled  by  the  Government, 
I  take  it  you  approve  of  paying  to  the  Government  a  tax  for  the  redemp- 
tion of  notes  in  case  of  banks  failing? 

Mr.  Eckels.  Yes. 

Mr.  Fowler.  If  the  actuary  of  the  Treasury  can  inform  you,  after 
an  examination  of  the  records,  that  the  national  banks  since  1863,  by 
paying  one-twelfth  of  1  per  cent  per  annum  upon  the  deposits  into  an 
insurance  fund,  could  have  protected  all  depositors,  do  you  not  think  it 
would  be  advisable  to  have  the  national  banks  of  the  United  States 
insure  their  depositors  against  loss! 

Mr.  Eckels.  I  do  not  believe  it  is  any  business  of  the  Government  to 
guarantee  bank  dex)osits. 

Mr.  Fowler.  I  do  not  say  the  Government;  but  I  say,  do  you  think 
it  would  be  a  wise  thing  to  do! 

Mr.  Eckels.  That  is  a  business  proposition  which  the  individual 
banks  should  determine,  and  I  would  not  undertake  to  express  an 
opinion  upon  it. 

Mr.  Fowler.  In  your  judgment,  what  do  you  think? 

Mr.  Eckels.  I  do  not  think  that  I  care  to  answer  the  question. 
There  are  a  number  of  institutions  which  have  been  created  for  the  pur- 
pose of  insuring  county  treasurers'  funds  and  all  that  sort  of  thing.  It 
is  a  business  matter,  and  it  is  not  a  matter  with  which  the  Government 
ought  to  deal. 

.  Mr.  Fowler.  Let  me  ask  you  this,  then.  If  the  fund  of  5  per  cent, 
which  you  said  in  your  judgment  was  more  than  ample  to  redeem  the 
notes  of  the  banks  failing,  was  paid  into  the  Government,  and  if  the 
banks  of  the  United  States  actually  did  insure  the  depositors  against 
loss  by  paying  a  necessary  amount  to  an  insurance  company,  do  you 
not  believe  that  bank  panics  would  be  practically  ended! 

Mr.  Eckels.  No;  because  you  would  have  to  completely  reform  a 
large  portion  of  mankind.  You  can  have  all  the  precautionary  meas- 
ures you  may  desire,  but  fear  at  times  will  manifest  itself  among  the 
people  as  to  the  safety  of  their  property.  Ton  can  not  do  everything 
by  law,  and  you  ought  not  to  attempt  it. 

BANK  PANICS  IN   OTHER  COUNTRIES.  ^ 

Mr.  Fowler.  Do  you  know  how  long  any  bank  panic  has  lasted  in 
Scotland? 

Mr.  Eckels.  They  are  free  from  panics. 

Mr.  Fowler.  They  never  last  to  exceed  three  or  four  days,  or  a  week 
at  the  outside  f 
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Mr.  Eckels.  No;  they  are  very  short.  The  people  have  the  utmost 
confidence  iu  their  bankers,  and  they  are  all  educated  up  to  the  point 
of  using  banks. 

Mr.  FowLEB.  And  a  credit  system  of  notes! 

Mr.  Eckels.  Yes;  but  it  is  a  matter  of  education. 

Mr.  FowLEB.  Do  you  know  whether  or  not  they  are  in  the  habit  of 
having  bank  panics  in  Canada  aB  they  have  them  here  in  the  United 
States? 

Mr.  Eckels.  They  have  not  so  far  under  their  present  system,  but 
they  have  not  had  the  same  things  to  contend  with.  They  have  not 
passed  through  the  same  business  conditions  we  have,  and  they  have 
kept  business  questions  separated  from  political  ones. 

Mr.  FOWLEB.  Have  they  not  had  booms  at  Toronto  and  Victoria  the^ 
same  as  we  have  had  in  the  United  States? 

Mr.  Eckels.  But  they  have  not  had  half  the  bad  financial  laws  nor 
haJf  the  speculation  we  have,  nor  half  the  overtrading,  nor  half  the 
undue  extension  of  credits. 

Mr.  FowLEB.  It  is  mostly  in  the  bad  l]tanking  laws? 

Mr.  Eckels.  Much  of  it  here  is  chargeable  to  bad  financial  laws, 
but  not  all.  The  bad  financial  laws  we  have  had  have  aggravated  all 
these  things,  and  at  least  in  one  instance  brought  them  to  a  head. 
The  silver-purchasing  act  of  1890  centered  the  many  causes  which 
resulted  in  the  panic  of  1893. 

Mr.  FowLEB.  Do  you  know  what  the  experience  of  Germany  has 
been  since  1875,  when  they  established  their  present  banking  system 
and  gave  to  the  banks  practically  a  free  banking  system? 

Mr.  Eckels.  They  have  kept  along  very  successfully. 

Mr.  FowLEB.  There  have  been  no  bank  failures  at  all? 

Mr.  Eckels.  No. 

Mr.  FowLEB.  In  twenty-two  years? 

Mr.  Eckels.  But  there  would  have  been  if  they  had  had  the  same 
conditions  which  we  have  here.  You  must  deal  with  our  people  and 
take  our  conditions,  and  take  our  habits  and  education  in  these  things, 
and  the  law  which  surrounds  them,  and  the  tendency  of  overdealing 
and  overtrading,  and  all  that  sort  of  thing. 

Mr.  FowLBB.  As  a  matter  of  fact,  it  is  true  that  all  over  the  world — 
go  back  and  take  in  Scotland  for  two  hundred  years  and  the  banks 
to-day  which  exist  upon  a  credit  system — there  have  been  less,  and 
very  much  less,  too,  of  the  ups  and  downs  of  banking  interests  than 
we  have  had  in  this  country? 

Mr.  Eckels.  I  will  answer  that  question  as  I  answered  it  the  other 
day.  I  then  stated  that  when  a  large  number  of  banks  failed  in  England 
which  operated  under  the  same  system  as  Scotland,  it  was  found  that 
no  banks  failed  in  Scotland.  A  distinguished  economist,  on  being  asked 
what  was  the  explanation  for  such  fact,  replied  that  the  explanation 
was  simply  that  the  Scotch  were  better  bankers  than  the  !^uglish. 
Both  were  issuing  credit  currency,  but  the  Scotch  banker  was  a  banker 
always  banking  upon  banking  principle:  while  the  English  banker,  at 
the  time  when  these  failures  occurred,  did  the  thing  which  could  not 
help  resulting  in  the  destruction  of  the  system.  It  was  not  the  system, 
but  the  way  in  which  the  system  was  carried  out. 

Mr.  FowLEB.  Is  it  not  true  that  since  1839,  when  that  panic  occurred 
which  led  to  the  English  bank  act  of  1844,  the  English  bankers  have 
gone  on  with  a  very  much  greater  degree  of  safety  than  the  banking 
system  In  this  country? 

Mr.  Eckels.  Yes. 
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Mr.  Fowler.  And  they  there  have  the  privileges  of  a  credit  currency  t 

Mr.  Eckels.  They  have  not  exercised  the  privilege — 

Mr.  Fowlee.  But  to  the  extent  of  their  needs  they  have! 

Mr,  Eckels.  But  that  extent  has  not, been  very  great,  however. 
They  have  been  better  bankers  since  their  experience  at  the  time  of  all 
these  failures. 

Mr.  FowLEB.  Might  it  have  been  due  not  so  much  to  the  fact  of  their  -Ji 

being  better  bankers? 

Mr.  Eckels.  I  do  not  think  so.  I  do  not  think,  Mr.  Fowler,  the  mere 
fact  that  there  has  been  permitted  in  certain  countries^  credit  cur- 
rency has  prevented  bank  failures.  Bank  failures  have  been  avoided 
because  of  the  character  of  the  men  who  have  handled  the  banks,  and 
who  have  carried  out  the  provisions  of  the  law. 

CBEDIT  CUKBBNCY  IN  THE  UNITED   STATES. 

m 

Mr.  FowLEB.  Coming  back  to  our  own  country,  is  it  not  your  judg- 
ment, from  your  knowledge  of  our  country,  that  the  thing  to  do  that  is 
necessarj'^  to  insure  the  safety  of  our  institutions  as  they  exist  to-day  is 
to  give  to  the  newer  and  more  undeveloped  portions  of  the  country 
the  facilities  of  a  credit  currency! 

Mr.  Eckels.  Those  portions  of  the  country  of  which  you  speak  ought 
to  be  given  the  benefit  of  every  facility  that  constitutionally  can  be 
given  them  in  the  matter  of  banking  privileges,  whether  it  is  in  issumg 
cuiTcncy  or  in  making  exchanges.  Despite  all  these  things,  however, 
you  are  never  going  to  be  able,  no  matter  what  laws  you  pass,  to  put 
those  sections  of  the  country  in  the  condition  that  the  older  sections  of 
the  country  are  until  they  have  passed  through  all  the  things  necessary  -^ 

to  accumulation  and  growth.    There  is  no  way  that  I  know  of  by  which 
through  bare  enactment  of  law  they  can  be  made  prosperous. 

Mr.  FowLEB.  Do  you  not  think  that  the  credit  system  as  it  existed 
in  New  England  from  1S25  to  1860,  and  the  credit  system  established 
in  Scotland,  was  an  immense  source  of  profit  and  important  to  the 
development  of  those  regions  at  the  time  when  they  had  no  wealth  in 
the  form  of  deposits  to  use! 

Mr.  Eckels.  Yes,  undoubtedly;  but  for  years  and  years  before  that 
t*he  States  of  New  England  and  Scotland  had  to  pass  through  all  the 
various  eras  of  business  depressions  and  losses  and  all  that^  and  so  in 
this  country  you  can  not,  by  any  law  that  I  know  of— and  it  must  be 
equal,  necessary,  and  Just  in  its  operations — do  more  than  give  the  peo- 
ple an  opportunity.  They  must  depend  upon  themselves  in  the  greatest 
measure  if  benefit  is  to  accrue  to  them. 

Mr.  FowLEB.  I  understand  you  to  maintain  in  your  report  that 
greater  strictness  should  be  demanded  on  the  part  of  directors  in  the 
administration  of  national  banks,  do  you  not! 

Mr.  tecKELS.  Yes. 

CBEDIT  OP  THE   OOVEBNMENT. 

Mr.  FoWLEB.  Is  it  not  your  opinion,  too,  that  the  United  States 
Grovernment  should  have  all  the  means  within  its  power  of  providing 
against  any  deficit  by  issuing  short- time  certificates! 

Mr.  Eckels.  Yes.  The  Secretary  of  the  Treasury  ought  to  be  clothed 
with  all  the  power  necessary  to  meet  in  any  emergency  the  obligations 
of  the  Government. 
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The  Chaibman.  Is  not  the  direct  guaranty  of  the  final  payment  of 
all  currency  notes  by  the  Government,  embodied  in  a  banking  law, 
equivalent  to  securing  final  payment  of  all  currency  by  the  use  of  Gov- 
ernment bonds  f 

Mr.  EOKELS.  It  amounts  to  the  same  thing  as  the  guaranty  does  as 
long  as  the  credit  of  the  Government  is  maintained,  with  the  exception 
that  the  law  providing  a  guaranty  might  be  repealed.  If  a  bond  is  out, 
the  Government  can  not  repeal  it,  although,  of  course,  it  might  repudi- 
ate it. 

The  Chairman.  We  could  not  repeal  the  law  as  to  existing  currency. 
That  would  be  held  an  ex  x)ost  facto  law  ? 

Mr.  Eckels.  Of  course,  we  could  repudiate  it. 

The  Chairman.  Is  not  the  credit  of  the  country  in  doubt  to-day 
because  of  the  attempts  of  the  Government  to  maintain  the  current 
redemption  of  all  our  thousand  millions  of  paper  money! 

Mr.  Eckels.  I  would  answer,  yes. 

The  Chaibman.  Now  the  next  question 

Mr,  Eckels.  That  is  the  source  of  doubt  as  to  the  Government's 
ability  to  maintain  that  amount  of  paper  with  its  limited  means  and 
limitM  powers  given  to  the  Secretary  of  the  Treasury. 

CLEABINa-HOUSE  DISTRICTS. 

The  Chairman.  Mr.  Fowler  refers  to  clearing-house  districts.  Clear- 
ing-house districts  are  one  thing  and  clearing  centers  are  quite  another 
thing.  Clearing-house  districts  refer  to  territorial  districts  and  clear- 
ing centers  refer  to  large  commercial  cities  of  which  the  bankers  will 
elect  one  which  is  reasonably  adjacent,  in  which  they  will  clear.  Now, 
18  it  not  impossible  practically  to  have  clearing-house  territorial  dis- 
tricts, and  is  it  not  absolutely  necessary  to  have  clearing  centers,  local 
centers! 

Mr.  Eckels.  I  suppose  every  clearing-house  district  would  have  its 
center. 

The  Chairman.  Certainly,  but  that  would  be  territorial,  and  a  bank 
within  20  miles  of  one  large  place  might  not  clear  there  any  better  than 
a  bank  within  1(K)  miles  of  that  place.  Ought  not  the  banks  to  be 
allowed  to  select,  within  reason,  the  clearing  house  center  where  they 
can  clear  most  economically  and  promptly,  rather  than  be  confined  to  a 
territorial  district! 

Mr.  Eckels.  The  territorial  district  would  undoubtedly  have  its 
redemption  center. 

The  Chairman.  Yes;  but  the  redemption  center  might  not  be  a  ter- 
ritorial center,  nor  any  nearer  to  a  business  center. 

Mr.  Eckels.  There  would  probably  be  a  union  of  business  and  terri- 
torial centers. 

The  Chairman.  Could  not  the  proposed  method  of  issuing  currency 
redeemable  by  banks  be  engrafted  in  our  present  national-bank  law, 
instead  of  incorporating  any  new  methods— except  where  you  are  obliged 
to  do  so — rather  than  a  new  law! 

Mr.  Eckels.  It  would  be  wise  to  accept  the  best  in  the  present  act 
and  only  try  to  change  those  things  which  do  not  contribute  to  the  best 
interests  of  business. 

The  Chairman.  I  have  no  more  questions  to  ask.  Mr.  Cox,  have 
you  any  questions  to  ask! 

Mr.  Cox.  I  have  a  few  short  questions  I  would  like  to  ask. 
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As  I  understood  the  theory  of  the  bill  that  you  have  been  discussing 
and  the  questions  and  your  answers,  this  is  the  point:  It  would  confer 
upon  the  banks  power  to  issue  circulating  notes  equivalent  to  their  cap 
ital  stock! 

Mr.  Eckels.  Yes. 

Mr.  Cox.  That  is  the  principle  it  starts  on  to  get  circulation.    That  l 

being  so,  that  power  being  conferred  on  the  banks  to  issue  notes  to  the         ~^ 
extent  of  their  capital  stock,  what  kind  of  security  would  there  be  for 
any  depositor  of  the  bankf 

Mr.  Eckels.  The  first  set  of  notes  is  issued  against  the  bonds,  and 
the  second  notes  are  issued  against  the  assets,  which  are  equal  to  the 
capital  stock.  The  deposits  would  still  have  as  securities  the  assets  of 
the  bank  in  the  way  of  their  bills  receivable  and  loans  and  discounts. 
It  is  not  expected  that  there  would  be  more  notes  issued  than  the  cap- 
ital stock  and  the  assets  of  the  banks  proper. 

Mr.  Cox.  Of  course  no  banker  would  do  that;  but  to  leave  that  part 
of  the  subject,  if  the  bank  has  the  authority  to  issue  notes  to  the  extent 
of  its  capital  stock  and  those  notes  are  based  upon  that  and  the  other 
additional  securities  given  for  it,  does  that  not  decrease  the  responsi- 
bility of  the  bank  to  the  depositors,  as  the  law  now  standsf 

Mr.  Eckels.  It  decreases  the  assets  which  thedepositorcould  look  to. 

Mr.  Cox.  In  other  words,  the  depositor  has  not  as  much  security 
under  this  system  as  he  has  under  the  present  system  ! 

Mr.  Eckels.  That  is,  he  has  not  as  much  security  in  a  badly  con- 
ducted bank. 

Mr.  Cox.  Of  course,  we  always  have  to  assume  in  the  management 
of  any  bank  that  it  has  not  much  security  if  it  is  badly  conducted. 

Mr.  Eckels.  You  are  speaking,  Mr.  Cox,  of  the  notes  issued  against 
assets. 

Mr.  Cox.  Yes.  I  want  to  draw  your  attention  to  another  proposi- 
tion that  came  out  of  this  discussion  this  morning,  which  we  have  had, 
I  think,  fully  explained  by  you,  and  that  is,  one  of  the  serious  troubles 
of  the  system  lies  in  the  fact  of  the  outstanding  demand  notes  of  the 
Government  and  the  Government  not  being  powerful  enough,  or  hav- 
ing money  enough,  to  redeem  them  on  ]>resentation. 

Mr.  Eckels.  Kot  having  the  means  which  enabled  it  to  redeem 
them  except  at  extraordinary  expense  and  under  extraordinary 
circumstances. 

Mr.  Cox.  Yes,  and  it  has  to  resort  to  somewhat  extreme  measures  to 
redeem  them  when  required. 

REDEEMING  SILVER  IN   GOLD. 

I  want  to  call  your  attention  to  another  question.  In  examination, 
the  other  day,  you  told  ns  that  upon  a  legal  principle  and  upon  the 
theory  that  is  held  by  Government  that  it  is  bound  to  maintain  the 
parity  between  the  two  metals,  if  demanded,  the  Government  would 
have  to  redeem  the  silver  dollars  in  gold! 

Mr.  Eckels.  I  think  so. 

Mr.  Cox.  Kow,  then,  we  take  up  the  demand  notes.  I  am  not  talking 
about  bonds.  Does  not  the  danger  still  exist  against  the  Government 
that  it  would  be  required  to  redeem  silver  in  gold! 

Mr.  Eckels.  The  Government  might  be  required  to  do  that,  but  it  is 
probable  it  would  be  able  to  carry  the  present  amount  of  silver,  if  it  is 
definitely  known  that  no  more  shall  be  coined  and  that  all  our  business 
is  unquestionably  transacted  on  a  gold  basis. 
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SAFE  REDEMPTION. 

Mr.  Brosixjs.  Do  you  not  think  that  under  the  redemption  system, 
under  the  present  banking  system,  when  the  credit  of  the  Government 
is  perfectly.good,  foreign  capital  is  invested  liere,  and  makes  no  demand 
on  our  gold? 

Mr.  Eckels.  It  is  all  right  as  long  as  those  conditions  exist. 

Mr.  Brosius.  Supposing  those  conditions  are  reversed,  as  they  have 
been  in  the  last  two  or  three  years,  and  in  view  of  the  fact  that  we  are 
a  debtor  nation,  owing  say  $200,000,000,  or  $300,000,000  a  year  outside 
of  our  trade,  and  the  foreign  holders  of  our  securities  have  a  right  to 
demand  gold,  and  that  our  credit  is  of  such  a  character  that  they  demand 
it,  would  any  system  of  redemption  by  the  Government  or  by  banks  with- 
stand for  a  year  the  continuous  demand  for  $200,000,000  or  $300,000,000 
in  gold  by  foreign  holders  of  American  securities! 

Mr.  Eckels.  Every  system,  of  course,  is  liable  to  be  endangered  by 
adverse  conditions,  but  the  point  that  I  have  tried  to  make  is  that 
these  adverse  conditions  would  not  result  as  they  do  if  we  did  not 
have  the  laws  which  tend  in  a  large  measure  to  create  them. 

Mr.  Brosius.  But  if  the  conditions  which  I  have  described  of  the 
impairment  of  our  credit  existed,  then  it  would  be  impossible  to  main- 
tain gold  payments,  would  it  not,  by  any  system  of  redemption! 

Mr.  Eckels.  It  might  be  impossible,  but  the  impossibility  would  not 
be  demonstrated  so  quickly  with  the  banks  as  it  would  with  the 
Government.  The  banks  would  be.better  able  to  protect  themselves, 
and  before  the  serious  i)oint,  which  would  come  quickly  upon  the 
Government,  could  be  reached  with  the  banks  the  chances  would  be 
that  the  banks  would  be  prepared  to  avert  it. 

Mr.  Brosius.  The  strain  could  be  resisted  longer  by  the  banks  than 
by  the  Government! 

Mr.  Eckels.  Yes. 

Mr.  Brosius.  Is  it  not  rather  desirable  to  have  all  our  paper  money 
of  this  country  for  current  redemption  dispensed  with  except  to  a  limi- 
ted extent  for  special  purposes  which  we  understand  to  be  necessary! 

Mr.  Eckels.  That  is  very  much  to  be  desired. 

Mr.  Brosius.  The  bank  currency  that  is  in  doubt  in  any  respect — 
that  is,  a  bank  currency  that  has  for  its  security  only  the  assets  of  the 
bank — as  some  of  the  banks  are  liable  to  be  mismanaged  and  go  into 
bankruptcy  or  break  up  without  anything  like  current  redemption,  and 
frequent  redemption  is  necessary  in  order  to  keep  that  currency  good, 
isn't  it! 

Mr.  Eckels.  Yes,  the  banks  must  always  be  in  a  i)osition  to  make 
the  redemptions  on  demand. 

Mr.  Brosius.  And  in  order  to  establish  the  fact  that  the  bank  is  in 
good  condition  the  currency  must  frequently  go  back  home  in  order  to 
test  the  ability  of  the  bank! 

Mr  Eckels.  Yes;  undoubtedly. 

Mr.  Brosius.  That  is,  it  would  go  home  to  get  a  certificate  of  good 
character  and  then  go  out,  good,  again  ! 

Mr.  Eckels.  But  probably  as  time  went  on  the  rapidity  of  the 
redemptions  would  lessen. 

Mr.  Brosius.  As  confidence  grew! 

Mr.  Eckels.  As  confidence  would  be  established,  unless  business 
decreased  and  there  was  no  reason  why  it  should  be  outstanding. 

Mr.  Brosius.  So  far  as  their  redemption  is  concerned,  the  necessity 
CUB 27 


418  FINANCIAL  AND   BANKING  SITUATION. 

for  that  redemption  would  diminish  in  proportion  to  the  establishment 
of  the  credit  currency! 

Mr.  Eckels.  Yes;  in  so  far  as  redemptions  solely  to  demonstrate  the 
soundness  of  such  currency  is  concerned  and  not  redemptions  because 
the  notes  were  no  longer  needed  in  business. 

Mr.  Bbosius.  It  is  said  that  about  one  fifth  of  1  per  cent  on  the  . 

circulation  would  have  paid  that  portion  of  the  bank  currency  in  the         -f 
last  thirty  years  which  the  Oovernmeut  woald  have  had  to  pay — a  tax 
of  one-fifth  of  1  per  cent.    That  would  be  upon  the  assumption  that  in 
the  future,  if  we  had  a  credit  currency  with  a  safety  fund  of  that 
character,  the  losses  would  be  no  greater  in  the  future  than  in  the  past 

Mr.  EcKSLS..That  is  the  theory. 

Mr.  Bbosius.  Kow,  is  it  fair  to  assume  that  the  losses  would  be  no 
greater  in  the  future,  when  all  the  bonds  are  in  the  custody  of  tbe 
banks,  than  they  were  in  the  past,  when  the  bonds  were  in  the  custody 
of  a  trustee! 

Mr.  Eckels.  It  is  fair  to  assume  that,  Mr.  Brosius,  coupled  with  the 
statement  I  have  frequently  made — *'with  the  same  character  of  man- 
agement." 

Mr.  Bbosius.  But  would  the  character  of  the  management  be  the 
same  in  the  case  of  banks  that  are  mismanaged,  sometimes  through 
ignorance  and  sometimes  through  fraud  and  design!  If  the  bank  olti 
cers  are  rascals  and  scoundrels,  would  tbey  not  be  more  likely  to  use  up 
their  own  money  if  the  bonds  were  under  their  own  control  than  if  under 
the  control  of  a  trustee! 

Mr.  Eckels.  If  a  man  tries  to  steal,  of  course  he  generally  steals 
everything  in  sight. 

Mr.  Bbosius.  Exactly.  And  if  the  bonds  are  in  the  hands  of  the 
Government  he  can  not  steal  them. 

Mr.  Eckels.  But  if  he  is  honest  he  will  not  steal 

Mr.  Brosius.  We  are  presuming  they  are  not  honest.  We  are  pro- 
tecting the  holder  of  the  note,  and  the  point  I  make  is,  I  have  always 
had  contention  with  those  who  assume  that  a  certain  per  cent  in  the 
future  would  protect  note  holders  because  that  amount  of  money  would 
cover  all  the  losses  in  the  past. 

The  Chairman.  Outside  the  bonds 

Mr.  Bbosius.  Providing  there  were  no  bonds  deposited.  That  is 
assuming  that  the  rascals  and  scoundrels  would  have  stolen  no  more 
money  if  the  bonds  were  in  their  own  hands  than  they  would  if  the 
bonds  were  in  the  hands  of  the  Oovernment  as  trustees. 

The  Chairman.  I  beg  your  pardon.    They  do  not  assame  that. 

Mr.  Brosius.  That  is  the  very  thing  upon  which  they  make  the 
assumption.  I  want  the  Comptroller  to  understand  me.  Under  the 
present  bond  system,  a  bank  can  not  steal  bonds,  and  whatever  else 
the  bank  may  do  the  bonds  stand  there  for  the  redemption  of  the  cur- 
rency. If  he  had  the  bonds,  he  might  steal  the  bonds  also;  then  what 
would  stand  for  the  currency! 

Mr.  Eckels.  But  there  never  has  been  a  time  where  there  was  not 
enough  assets  left  to  to  take  care  of  the  currency. 

Mr.  Brosius.  That  is  to  say,if  you  diminish  the  currency,  you  diminish 
the  security  of  the  depositors. 

Mr.  Eckels.  There  is  no  question  about  that. 

Mr.  Bbosius.  Do  you  think  this  business  into  which  the  Government 
of  the  United  States  shall  go,  to  establish  banking  institutions,  to  sanc- 
tion them,  inviting  you  and  me  to  deposit  money  there,  and  after  that 
is  done  to  authorize  them  to  issue  a  currency  which  shall  be  a  first  lien, 
upon  the  money  you  and  I  deposit  there 
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Mr.  Eckels.  The  theory  of  all  laws  on  the  Babject  is  that  the  note 
holder  is  the  one  to  be  protected  as  against  the  depositor. 

Mr.  Bbosius.  I  know,  bat  he  should  be  protected  without  sacrificing 
the  depositor,  if  that  is  possible. 

Mr.  Eckels.  And  should  be  given  the  greater  number  of  rights. 

Mr.  Bbosius.  Our  system  is  to  protect  the  note  holder  without  sacri- 
ficing the  depositor 

Mr.  Eckels.  You  diminish  the  depositors'  assets  by  just  so  much  by 
tying  up  an  amount  in  bonds  for  the  benefit  of  the  note  holder.  The 
Government,  it  is  evident  under  the  present  law,  acts  on  the  theory  that 
the  first  man  to  be  looked  after  is  the  note  holder. 

Mr.  Brosius.  You  do  not  mean  to  say  that  the  assets  are  diminished 
by  tying  up  the  bonds.    They  are  still  the  property  of  the  bank. 

Mr.  Eckels.  They  are  property  of  the  bank  specifically  set  aside  at 
the  expense  of  the  depositor  for  the  benefit  of  the  note  holder. 

Mr.  Bbosius.  Ought  he  not  to  have  the  benefit! 

Mr.  Eckels.  That  is  the  point  I  make,  but  you  say  the  depositor 
ought  to  be  looked  after. 

Mr.  Bbosius.  I  say  the  note  holder  should  be  first  looked  after,  but 
in  such  a  way  as  not  to  destroy  the  security  of  the  depositor  unless  it 
is  necessary. 

notes  issued  AGAINST  ASSETS. 

Mr.  Johnson.  I  w^t  to  ask  one  question  with  a  view  of  getting  a 
final  stat-ement  from  the  Comptroller  as  to  his  position  on  one  point.  Is 
it  not  your  opinion  that  in  whatever  form  of  banking  and  currency  law 
may  be  devised,  a  portion  of  the  circulating  notes  issued  by  the  banks 
should  be  issued  on  their  assets  alone  f 

Mr.  Eckels.  Yes;  it  is  within  the  limits  of  those  notes  that  is  to  be 
found  what  is  termed  the  elasticity  of  bank  issues. 

Mr.  Johnson.  Do  not  the  statistics  show  that  if  the  1  per  cent  tax 
on  circulation  on  national-bank  notes  had  been  applied  to  the  payment 
of  the  notes  of  the  banks  that  have  failed  from  the  time  of  the  organ- 
ization of  the  national-bank  act  to  the  present  time  there  would  have 
been  left  a  very  large  balance! 

Mr.  Eckels.  Yes;  there  would  have  been. 

Mr.  Johnson.  Can  you  tell  the  total  amount  of  notes  of  the  failed 
banks,  the  total  amount  of  the  tax  on  circulation,  and  the  balance! 

Mr.  Eckels.  The  total  amount  of  outstanding  notes  in  circulation  of 
all  failed  national  banks  to  the  date  of  the  last  report,  October  31, 
1896,  was  $19,641,909.  The  tax  collected  on  bank-note  circulation  by 
the  Government  was  $80,007,905.  The  statistics  will  be  found  on  page 
109  of  my  last  annual  report  to  Congress. 

Mr.  Johnson.  Might  not  the  credit  of  the  Government  be  below  par 
and  at  the  same  time  the  credit  of  the  bank  in  that  country  be  good! 

Mr.  Eckels.  Yes. 

Mr.  Hill.  Can  the  same  liberal  provision  of  issuing  credit  currency 
be  safely  given  under  a  general  law  that  could  be  given  under  a  system 
of  special  charters,  where  there  was  an  examination  into  the  bank  in 
each  case — into  it«  location  and  as  to  the  men  having  it  under  control! 

Mr.  Eckels.  You  would  have  to  have  a  general  law  on  the  subject 
to  make  it  of  general  benefit. 

Mr.  Hill.  I  admit  that,  but  can  the  same  general  provisions  be  given 
under  a  general  law  as  could  be  given  under  a  system  of  special 
charters! 

Mr.  Eckels.  No;  of  course  not 
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Mr.  Hill.  I  mean,  would  it  be  safe  to  give  them  where  any  three 
men  coald  organize  a  bankf 

Mr.  Eckels.  I  have  no  doubt  you  could  have  more  safety  provided 
under  special  laws  making  requisite  special  guarantys,  but  I  do  not 
see  how  such  a  thing  would  be  practical.  The  law  would  have  to  be 
general  in  its  terms  and  provisious.  . 

Mr.  Hill.  Which  would  you  prefer,  oue  redemption  point  for  all  ^ 

banks,  or  numerous  redemption  districts,  made  compulsory,  or  such 
points  as  eacli  bank  may  choose  under  such  regulations  as  each  bank 
may  make  for  itself? 

Mr.  EcKEi-s.  I  would  leave  it  largely  to  each  bank  to  select  its  redemp- 
tion center,  but  I  would  have  the  regulations  made  by  the  Government's 
supervising  officer  instead  of  by  the  bank. 

Mr.  Hill.  You  mean  as  to  the  reserve 

Mr.  Eckels.  I  mean  as  to  the  manner  of  redemption. 

Mr.  Hill.  When  I  speak  of  the  choice  of  the  banks  I  mean  in 
selecting  their  own  redemption  points. 

Mr.  Eckels.  I  would  leave  it  largely  to  the  banks. 

TWO  FORMS  OF  REDEMPTION. 

Mr.  Hill.  Do  you  think  well  of  any  system  that  redeems  one  note 
of  the  bank  by  another  note  of  the  same  bank  of  a  different  form? 

Mr.  Eckels.  You  mean 

Mr.  Hill.  Having  two  classes  of  notes  and  redeeming  oue  note  in 
another  kind  of  a  note? 

Mr.  Eckels.  1  would  have  the  notes  redeemed  in  gold  and  gold 
only. 

Mr.  Hill.  Yes;  but  on  general  principles,  would  you  think  well  of 
any  system  that  redeemed  one  form  of  its  notes  in  another  form  of  the 
same  bank  note? 

Mr.  Eckels.  No;  I  would  not.  TSo  redemption  is  made  if  the 
redeeming  money  has  itself  to  be  redeemed. 

Mr.  Hill.  Do  you  see  any  necessity  of  keeping  a  15  per  cent  reserve 
against  circulation  if  one-half  of  that  reserve  is  not  redemption  money? 

Mr.  Eckels.  I  would  prefer  to  keep  a  smaller  reserve  and  have  it 
redemption  money.  You  estimate  your  reserves  against  deposits,  Mr. 
Fowler? 

Mr.  Fowler.  The  same  applies  to  the  notes  issued. 

Mr.  Eckels.  I  think  you  estimate  your  reserves  too  high. 

Mr.  Fowler.  What  do  you  mean — reserves  against  redemption? 

Mr.  Hill.  But  he  cuts  it  down  by  having  half  the  money  not 
redemption  money. 

Mr.  Fowler.  That  would  not  make  any  difference. 

The  Chairman.  Mr.  Hill  has  the  floor. 

Mr.  Hill.  That  is  a  question  on  his  bill.  I  think  Mr.  Fowler  ought 
to  be  given  an  opportunity  to  answer. 

Mr.  Eckels.  A  much  less  amount  of  redemption  money  is  necessary 
to  care  for  the  notes  than  for  the  deposits. 

Mr.  Fowler.  One  half  as  much? 

Mr.  Eckels.  Certainly  as  low  as  that. 

Mr.  Fowler.  Then,  Mr.  Hill,  you  are  answered. 

Mr.  Hill.  I  am  answered;  but  in  your  judgment  there  would  be  no 
necessity  of  keeping  a  15  per  cent  reserve  unless  it  was  redemption 
money? 

Mr.  Eckels.  I  would  have  all  the  reserve  against  notes  in  money 
which  absolutely  redeems. 

Mr.  Hill.  And  I  understand  from  the  gist  of  your  remarks  that  you 
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woald  object  to  the  redemption  features  of  the  Fowler  bill  and  the 
Walker  bill,  on  the  same  groand  that  you  object  to  mine — that  there 
are  two  forms  of  redemption  ! 

Mr.  Eckels.  I  would  reduce  all  redemption  money  to  one  form — that 
of  gold. 

Mr.  Hill.  As  I  understand  you,  you  would  have  one  form  of  note 
only.  I  want  to  see  if  I  have  your  opinion  right.  As  I  understand 
you,  you  would  have  one  form  of  note  only,  portly  secured  by  guaranty 
or  Government  bonds  or  in  some  other  way,  and  partly  issued  against 
assets,  but  not  distinguished  in  its  form,  and  all  redeemable  in  gold 
only?    That,  as  I  understand,  is  the  gist  of  your  recommendation. 

Mr.  Eckels.  Yes,  I  would  have  a  portion  of  the  notes  issued  against 
security  or  with  guaranty,  and  a  portion  against  assets,  but  I  would 
have  them  all  redeemable  in  gold.  So  far  as  there  being  a  different 
appearance  in  the  notes  issued  against  the  assets  and  the  notes  issued 
against  securities,  that  would  not  cut  any  figure  as  long  as  they  were 
r^eemable  in  the  same  thing,  but  if  they  were  not  redeemable  in  the 
same  thing  I  would  not  permit  the  two  classes  to  be  issued. 

Mr.  Hill.  How  is  the  note  holder  able  to  ascertain  whether  the  note 
he  holds  when  a  bank  suspends  is  secured  by  the  guaranty  or  by  the 
assets  of  the  bank  other  than  the  guaranty,  and  if  he  can  not  tell 
wherein  is  the  extra  confidence  which  is  given  by  having  any  of  them 
secured  by  a  guaranty! 

Mr.  Eckels.  Under  Mr.  Walker's  bill  all  the  notes  are  guaranteed 
by  the  Government  and  under  Mr.  Fowler's  bill  they  are  guaranteed  by 
the  safety  fund.  Under  your  bill,  Mr.  Fowler,  does  the  Government 
immediately  pay  all  the  notes  outstanding  of  failed  banks? 

Mr.  Fowler.  They  draw  5  per  cent  until  the  holders  are  notified  to 
present  them. 

Mr.  Eckels.  Under  Mr,  Fowler's  bill  there  would  probably  have  to 
be  some  distinguishing  feature  in  the  bills  themselves. 

Mr.  Hill.  You  would  not  approve,  then,  of  a  different  form  of  note 
indicating  on  its  face  which  is  secured  by  a  Government  guaranty  and 
which  is  secured  by  the  assets  of  the  bank  only? 

Mr.  Eckels.  I  should  groatly  prefer  to  have  the  bills  similar.  I  think 
it  would  facilitate  the  circulation  of  them. 

Mr.  Hill.  One  more  question.  Would  you  approve  of  one  large 
banking  institution  in  the  United  States  that  would  take  up  all  tlie 
United  States  Government  debt  and  manage  the  sub  treasury  business, 
instead  of  its  being  carried  on  by  the  Government? 

Mr.  Eckels.  I  think  the  Government  might  very  properly  finance  its 
affairs  through  banks. 

Mr.  Hill.  I  do  not  mean  to  say  through  the  banks  as  now  organized, 
but  substantially  the  old  United  States  Bank. 

Mr.  Eckels.  I  am  not  prepared  to  answer  a  question  like  that,  but 
I  think  the  Government  could  a  great  deal  better  finance  its  affairs  in 
different  portions  of  the  country  through  certain  established  institu- 
tions than  it  does  through  the  present  subtreasury  system. 

The  Chaibman.  There  are  some  gentlemen  who  have  not  asked  any 
questions,  and  if  they  desire  to  ask  them  they  are  now  entitled  to  the 
floor;  and  after  that  Mr.  Fowler  can  take  the  floor. 

OBEDtT  OF  THE  GOVEBN^IENT. 

Mr.  Spalding.  I  have  a  few  questions  I  would  like  to  ask. 

In  one  of  the  questions  asked  by  the  chairman  of  the  committee,  Mr. 
Comptroller,  there  seemed  to  be  a  reflection  on  the  credit  of  the  United 
States  currency.    I  do  not  know  whether  it  was  intended  or  not. 
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The  Chairman.  I  am  no  respector  of  persons.    I  seek  only  truth. 

Mr.  Spalding.  Is  it  true  that  there  is  any  lack  of  credit  in  the  Gov- 
ernment currency,  inasmuch  as  the  bonds  of  the  Government,  drawing 
4  per  cent  interest,  stand  at  a  premium  today  of  22  and  23 1  Would 
not  that  indicate  that  the  Government  security  is  as  good  as  any  Gov- 
ernment on  earth,  and  better  than  any  bank  in  the  world  t 

Mr.  Eckels.  I  do  not  think  that  the  chairman  has  any  reference  to  i 

the  currency  issues  which  were  secured  by  bonds.  ^ 

Mr.  Spalding.  I  am  talking  about  the  credit  of  the  Government, 
which  is  bonds,  selling  at  22  premium  to-day. 

Mr.  ECKBLS.  Yes. 

Mr.  Spalding.  Would  not  that  establish  credit  beyond  peradventure 
of  a  doubt,  equal  to  almost  any  government  on  earth  f 

Mr.  Eckels.  Yes;  that  was  a  demonstration.  But  it  has  required 
these  frequent  public  demonstrations  to  show  that  its  bonds  would  sell 
at  a  good  price,  and  always  up  until  the  very  day  when  they  were  sold 
nobody  knew  what  they  were  going  to  sell  for.  These  demonstrations, 
wijbh  their  attendant  discussions  and  doubts,  have  been  exhausting. 
Under  a  proper  system  they  would  not  have  been  necessary. 

Mr.  Spalding.  Is  notthat  the  case  with  anythingt 

Mr.  Eckels.  No  ;  it  is  not. 

Mr.  Spalding.  I  think  it  is.  For  instance,  the  Baltimore  and  Ohio 
Bailroad  stock  or  bonds — they  would  not  know  what  that  stock  or 
bonds  would  sell  for  before  it  was  sold. 

Mr.  Eckels.  But  you  know,  Mr.  Spalding,  that  it  was,  from  the 
passage  of  the  Sherman  Act,  a  question  of  discussion  by  those  abroad 
dealing  with  us  and  by  people  at  home  and  by  the  Government  officials 
at  the  Treasury  Department  whether  the  Government  under  existing  > 

circumstances  would  be  able  to  maintain  redemption  of  its  obligations 
in  gold,  and  that  the  Secretary  of  the  Treasury,  Mr.  Foster,  himself 
called  such  fact  to  the  notice  of  Congress. 

Mr.  Spalding.  Politics. 

Mr.  Eckels.  No;  no  politics  in  this;  simply  the  fact;  Secretary  Fos- 
ter himself  felt  that  with  the  present  laws  and  the  present  powers  of 
the  Secretary  of  the  Treasury  the  Government  did  not  find  itself  in  a 
position  to  maintain  its  credit.  He  insisted  that  provision  should  be 
made,  because  of  the  addition  of  the  Sherman  notes,  to  increase  the 
gold  reserve  from  $100,000,000  to  $150,000,000. 

Mr.  Spalding.  The  laws  of  the  Government  are  substantially  the 
same  as  they  have  been,  and  there  has  been  placed,  as  I  understand  it 
from  an  official  communication  from  the  Secretary  of  the  Treasury, 
$60,000,000  of  gold  in  the  Treasury  for  greenbacks  in  the  last  six 
months. 

Mr.  Eckels.  Yes. 

Mr.  Spalding.  And  that  there  has  been  placed  $195,000,000  within 
the  last  four  years? 

Mr.  Eckels.  Yes. 

Mr.  Spalding.  Of  gold  that  was  put  in  for  the  credit  notes  of  the 
Government  of  the  United  States? 

Mr.  Eckels.  And  there  has  been  drawn  out  a  good  many  times 
$195,000,000  by  persons  who  held  those  notes,  for  fear  if  they  did  not 
obtain  gold  on  them  they  would  not  be  redeemed  in  gold  when  they  . 
were  finally  presented.  As  a  matter  of  fact,  the  question  is  not 
whether  the  credit  of  the  Giivernment  is  actually  all  right,  but  whether 
or  no  it  has  not  been  doubted.    That  is  the  point. 

Mr.  Spalding.  The  conditions  are  very  similar  to  what  they  were  a 
year  ago,  are  they  not?    There  has  been  no  change,  ha^  there? 
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THE  ELECTION  OF  1896. 

Mr.  Eckels.  No;  there  has  beeu  no  change  except  that  the  pablic^ 
because  of  the  result  of  the  Presidential  election,  came  to  the  conclu- 
sion that  we  were  not  going  to  be  brought  to  a  silver  basis.  The 
extraordinary  influx  of  gold  through  the  demand  for  our  agricultural 
produce  has  also  had  an  effect  ia  evidencing  the  fact  that  more  gold 
was  in  the  country  and  more  in  the  Treasury. 

Mr.  Spalding.  The  cause  of  that  demand  was  the  sufieriug  and 
depression  in  India  and  short  crops,  which  gave  us  an  increased  demand 
for  our  products.  If 't  had  not  been  for  the  suffering  in  India^  we  would 
not  have  had  that? 

Mr.  Eckels.  That  is  so. 

Mr.  Spalding.  Then  it  was  caused  by  a  short  crop  in  India,  causing 
gold  to  come  in.  Otherwise  we  would  not  have  been  able  to  sell  our 
wheat  for  so  much  as  we  did.  Would  it  not  have  lessened  the  security 
to  the  depositor  and  also  to  the  note  holder  if  the  currency  of  the  bank 
was  based  on  its  assets  alone — for  instance,  a  bank  with  a  $100,000 
capital,  with  a  deposit  of  $300,000,  and  an  issue  in  currency  of  $100,000. 
The  depositor  and  note  holder  would  be  less  secure  than  he  would  be 
under  the  present  law  ! 

Mr.  Eckels.  Not  at  all.  If  the  bank  was  properly  conducted,  it 
would  be  just  as  secure,  because  a  bond  is  an  asset  of  a  bank. 

Mr.  Spalding.  No;  this  is  a  mathematical  proposition;  and  he  must 
be  that  much  less  secure;  would  he  not  be! 

Mr.  Eckels.  What  security  has  the  note  holder  or  the  depositor  now, 
outside  of  the  liability  of  the  shareholder,  beyond  the  assets  of  the 
bank!  The  assets  of  the  bank  consist  of  its  bills  receivable,  its  stocks, 
its  bonds,  its  cash,  real  estate,  and  other  items  constituting  its  resources. 

Mr.  Spalding.  I  think  that  you  and  I  understand  each  other.  That 
a  bank  with  $100,000  capital,  having  $100,000  4  per  cent  bonds  to  its 
credit,  with  $90,000  worth  of  bills  issued,  is  perfectly  secured,  because 
the  bonds  are  at  a  premium  to  day  of  22.  Now,  thedififerenco  between 
$22,000  and  $10,000  in  circulation  woald  give  them  $32,000  over  and 
above  the  assets  of  the  banks.  That  would  not  be  less  security,  would 
it!  • 

Mr.  Eckels.  We  are  proceeding  on  the  theory  that  the  bank,  instead 
of  having  the  bonds  in  the  Treasury,  would  have  them  in  the  vault  as 
an  asset.  It  would  have  just  as  large  an  amount  of  assets  to  meet  its 
obligations.  The  question  would  be,  whether  the  assets  should  be  kept 
in  the  bank  or  kept  by  the  Government. 

Mr.  Spalding.  Supposing  they  were  kept  in  the  bank,  they  would 
be  secured,  of  course,  if  a  bank  was  run  on  that  high  plane  that  you 
talk  about— which  no  bank  ever  has  been  run  on,  even  the  Baring 
Brothers  or  any  other  bank — ^and  the  assets  did  not  shrink  in  value;  but 
when  a  bank  fails  its  assets  necessarily  shrink,  the  same  as  when  a  part- 
nership fails  the  assets  are  distributed  and  never  fully  paid.  The 
depositor  and  note  holder  would  be  infinitely  less  secured. 

Mr.  FowLEB.  Infinitely  less  means  nothing  whatever. 

Mr.  Spalding.  A  great  deal  larger. 

I  am  glad  to  see  by  the  answer  of  the  Comptroller  that  we  have  estab- 
lished the  credit  of  the  United  States.  1 

Mr.  Johnson.  I  think  the  testimony  of  the  Comptroller  has  been 
exceedingly  clear  and  interesting  and  speaks  for  itself. 

Mr.  Eckels.  There  has  been  no  attempt  made  to  discredit  the  credit 
of  this  Government.  I  have  only  undertaken  to  point  out  the  fact  that 
the  Government  maintains  a  financial  policy  which  makes  its  credit  a 
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question  of  discussion.  That  there  is  something  wrong  in  a  policy  which 
so  results,  I  think,  must  be  patent  to  anyone.  Nobody  is  discussing 
the  general  organization  of  the  Government,  because  everybody  thinks 
it  is  sound.  Nobody  is  discussing  our  public  school  system,  because 
everybody  accepts  it  as  sound.  Nobody  is  discussing  the  general  sound- 
ness of  the  fundamental  laws  upon  which  our  institutions  are  based, 
because  they  are  accepted  as  sound.    But  the  very  fact  that  everybody  J^ 

is  discussing  the  question  of  our  monetary  system  and  the  question  of  our  ^ 
banking  system  and  the  question  whether  or  not  the  Government  will 
maintain  the  payment  of  gold  or  silver,  or  whether  the  Government  will 
maintain  the  redemption  of  its  obligations  in  gold,  in  and  of  itself, 
demonstrates  the  fact  that  it  is  not  up  to  the  level  of  what  it  ought  to 
be.  It  all  results  in  doubt,  and,  rightly  or  wrongly,  the  Government  in 
its  fiscal  operations  sufiers,  and  the  business  interests  of  the  country 
also  do. 

Mr.  Spalding.  Is  not  that  same  thing  being  discussed  in  Germany, 
in  England,  in  France,  and  in  every  country  on  the  face  of  the  earth, 
almost  as  much  as  it  is  here? 

Mr.  Eckels.  Nobody  is  discussing  the  credit  of  England,  or  discuss- 
ing the  credit  of  France,  or  discussing  the  credit  of  Germany,  but  many 
have  discussed  and  are  discussing  the  question  of  whether  the  United 
States  Government  would  be  able  to  redeem  its  obligations  in  gold, 
and  to  that  extent  the  credit  of  the  Government  has  ^en  injured  and 
the  credit  of  the  people  as  well.  This  has  been  manifested  in  the 
withdrawal  of  foreign  investments  and  the  failure  to  make  domestic 
ones. 

NOTES  A  FIBST  LIEN  ON  ASSETS. 

Mr.  FowLEB.  Can  you  see  any  difference  between  the  Government 
taking  possession  of  a  sufficient  amount  of  the  assets  of  the  bank  to 
secure  the  note  holder  and  giving  the  note  holder  the  iirst  lier  on  the 
assets  of  the  bank? 

Mr.  Eckels.  It  amounts  to  the  same  thing.  I  suppose  the  iirst  lien 
on  the  assets  of  the  bank  would  operate  for  the  note  holder  by  the 
Government  taking  possession  of  the  assets  for  him. 

Mr.  Beosius.  I  would  like  to  ask  you  whether  you  think  it  would  be 
fair  to  give  the  note  holder  the  first  lien  on  the  assets.  Isn't  it  just  as 
fair  to  give  the  note  holder  the  first  lien  on  the  assets  as  it  is  under  the 
national  banking  system  for  the  Government  to  seize  upon  about 
$120,000  of  the  assets  to  secure  $90,000  of  its  notes? 

Mr.  Eckels.  It  amounts  to  about  the  same  thing. 

Mr.  FowLEB.  Is  it  not  a  fact,  or  is  not  the  fact  presumed,  that  when 
the  notes  of  a  bank  are  issued  under  the  credit  system  they  will  bring 
an  equal  amount  of  assets,  just  the  same  as  if  you  loaned  out  a  corre- 
sponding amount  of  the  deposits  of  the  bank? 

Mr.  EcitELS.  Certainly  the  notes  are  not  going  out  except  for  some- 
thing  in  return. 

Mr.  FowLEB.  So  that  there  is  absolutely  no  difference,  is  there, 
between  a  bank  loaning  its  deposits  and  a  bank  loaning  its  notes? 

Mr.  Eckels.  No.  It  loans  deposits  and  receives  promissory  notes  of 
borrowers,  against  which  it  issues  its  bank  notes. 

Mr.  Fowler.  Is  it  not  true  that  the  experience  of  the  national  banks 
since  1863  shows  that  all  those  banks  which  have  failed  and  been  closed 
out  have  returned  75  per  cent  of  the  liabilities? 

Mr.  Eckels.  Yesj  about  an  average  of  75  per  cent. 

Mr.  FowLEB.  As  between  the  creation  of  a  safety  fund,  that  is  shown 
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by  experience  to  be  adequate  to  redeem  notes,  and  guaranteeing  the 
notes  by  the  Government,  which  do  you  think  would  be  preferable! 

Mr.  Eckels.  The  Government  would  run  the  less  risk  with  the  safety 
fund. 

Mr.  Fowler.  In  your  judgment  that  is  the  proper  system — to  have 
a  safety  fund  created  through  atax;  and  would  5  percent  be  sufficieutf 

Mr.  Eckels.  It  has  worked  very  successfully  wherever  that  has  been 
tried.  It  would  be  an  additional  safeguard  and  guaranty  to  the  note 
holder.    Five  per  cent  ought  to  be  sufficient. 

CIRCULATION  OP  SILVEK  COIN. 

Mr.  FowLBE.  Your  idea  about  the  present  amount  of  silver  money 
circulating  with  safety  among  the  people  is  based  on  the  fact  that  peo- 
ple would  virtually  find  use  for  that  much,  and  that  our  silver  money, 
in  the  form  of  coin  instead  of  certificates,  would  not  be  gathered  as 
silver  and  presented  for  redemjition? 

Mr.  EcKEL^.  I  do  not  think  they  would  be. 

Mr.  FowLEB.  It  would  not  facilitate  its  presentation  when  it  is  in 
the  form  of  silver  money! 

Mr.  Eckels.  It  would  be  rather  an  expensive  luxury  to  be  sending 
the  silver  to  a  redemption  point  and  paying  the  express  on  it  both 
ways. 

Mr.  FowLEE.  That  is  the  point. 

Mr.  Eckels.  It  is  not  unlikely  that  the  people  might  be  able  to 
use  that  amount  of  silver  in  the  country.  They  would  be  unable  to 
use  any  more.  The  amount  which  we  already  undertake  to  use  is  a 
very  large  amount. 

NOTE  BEDEMPTION. 

Mr.  FoWLEE.  In  answer  to  a  question  by  Mr.  Brosius,  in  which  he 
referred  to  the  redemption  of  notes,  you  said  you  thought  the  redemp- 
tion of  notes  ought  to  be  reduced  to  a  minimum — reduced  to  a  mini- 
mum in  times  of  redemption,  1  suppose  you  meant.  Were  you  then 
referring  to  the  redemption  of  national-bank  notes  or  were  you  referring 
to  a  system  of  credit  currency? 

Mr.  Eckels.  I  was  referring  to  the  redemption  of  the  currency  upon 
the  ground  of  doubt  as  to  its  goodness,  which  I  stated  ought  on  such 
account  to  be  reduced  to  a  minimum.  I  coupled  with  that  statement 
the  statement,  as  I  now  remember,  that  of  course  it  would  be  redeemed 
whenever  business  needs  did  not  require  it  to  be  outstanding.  The 
point  in  Mr.  Brosius's  first  question  was  that  the  fiequency  of  redemp- 
tions would  be  indicative  of  the  doubt  of  the  holder  of  the  note  as  to 
whether  or  not  it  was  a  good  note. 

Mr.  FowLEB.  But  as  to  its  goodness;  would  it  ever  be  brought  in 
question  if  the  notes  were  redeemed  by  the  Government  in  case  the 
banks  failed? 

Mr.  Eckels.  !N^o;  certainly  not;  if  redeemed  as  at  present. 

Mr.  FowLEE.  Therefore  the  only  thing  that  would  send  it  home 
would  be  the  self-interest  of  other  banks  to  get  their  own  notes  out! 

Mr.  Eckels.  The  wish  of  the  individual  note  holder,  the  self-interest 
of  other  banks,  and  the  fact  that  there  was  need  of  it  in  the  demands 
of  business. 

Mr.  FowLEB.  That  is  it.  The  actual  reason  that  other  banks  do  not 
want  it  in  their  community  and  the  bank  itself  had  no  use  for  it  in 
circulation. 


;i 
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Mr.  Eckels.  It  is  quite  impossible  to  keep  a  dollar  in  circulation 
beyond  the  needs  of  business. 

Mr.  FowLEB.  Mr.  Brosius  made  a  distinction,  or  an  attempt  at  a  dis- 
tinction, between  the  redemption  of  bank  notes  and  the  redemption  of 
the  bank  deposits.  Is  it  not  as  essential  to  redeem  its  deposits  as  it  is 
to  redeem  its  notes? 

Mr.  Eckels.  Unquestionably  it  must  meet  its  deposits  just  as  much        JL 
as  it  does  its  notes.    It  would  no  doubt  have  to  meet  its  depositors' 
demands  more  frequently  than  the  note  holders'  demands. 

Mr.  Fowler.  Therefore,  the  fact  that  the  bank  issues  notes  is  no 
more  a  strain  on  its  credit  than  when  it  takes  a  deposit  and  gives  a 
man  a  pass  book ;  is  it  ? 

Mr.  EcKLES.  It  is  simply  an  evidence  of  indebtedness  on  the  part  of 
the  banks,  taking  the  form  of  a  promissory  note  instead  of  a  book 
account.    That  is  the  only  difference. 

SPECIAL  CHABTEBS. 

Mr.  Fowler.  Mr.  Hill  asked  a  question  suggesting  'that  it  might 
possibly  be  safer,  when  a  bank  took  out  its  charter,  to  give  it  a  special 
charter  in  which  it  would  be  determined  how  much  credit  currency  that 
particular  bank  should  issue.  Is  it  not  a  fact  that  the  amount  of  credit 
currency  that  it  ought  to  have,  from  the  standpoint  of  its  own  creditor 
from  the  standpoint  of  its  local  needs,  would  change  from  year  to  year, 
and,  being  under  the  control  of  the  (Tovemment,  it  would  always  be 
determine  from  year  to  year?    Would  not  that  be  the  right  system? 

Mr.  Eckels.  My  theory  would  be  to  leave  it  to  the  bank  itself. 

Mr.  FowLEB.  Under  the  supervision 

Mr.  Eckels.  Yes,  under  the  supervision  of  the  Government's  officers. 
I  understood  Mr.  Hill  to  say  that  there  might  be  in  a  special  charter 
more  safeguards  thrown  around  the  currency.  I  did  not  understand 
him  to  say  that  it  would  affect  the  volume.  I  think  his  point  related 
to  the  safeguards  thrown  around.  1  do  not  myself  believe  in  specisd 
charters. 

Mr.  FowLEB.  But  he  pointed  out  that  when  a  special  charter  was 
granted  an  examination  could  be  made  as  to  the  condition  of  the  bank, 
and  so  it  could  be  determined  in  that  special  charter  how  much  currency 
the  bank  could  have. 

Mr.  Hill.  I  asked  the  general  question  as  to  whether  as  liberal  pro- 
visions could  be  given  under  a  general  law  in  reference  to  credit 
currency  as  under  a  system  of  special  charters. 

Mr.  Eckels.  The  amount  of  credit  currency  ought  to  be  regulated 
by  the  capital  of  the  bank. 

Mr.  Fowler.  Would  it  not  be  better  to  have  that  entirely  under  the 
supervision  of  the  Oomptroller  each  year?  He  could  pass  upon  each 
as  it  arose. 

Mr.  Eckels.  The  law  should  be  a  general  one.  I  understand  ttom 
Mr.  Hill,  in  regard  to  special  charters,  that  under  that  method  he 
believes  extra  precautions  could  be  taken  relative  to  the  note  holder. 

notes  redeemable  IN  OOLD  ONLY. 

Mr.  Hill.  In  the  bill  under  discussion  to-day  the  provision  for  the 
redemption  of  credit  currency  is  that  it  shall  be  redeemed  either  at  the 
counters  of  the  banks  or  at  a  clearing  house  city  in  gold,  or  40  per  cent 
thereof  may  be  redeemed  in  United  States  Government  bond  notes  or 
silver. 
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Mr.  FowLEB.  1^0  silver  in  it. 

Mr.  Hill,  No  silver  in  your  bill! 

Mr.  FowLEB.  No,  sir;  and  that  these  Government  bond  notes  are 
then  redeemable  upon  demand  in  gold.  Now,  the  object  I  had  in  that 
was  that  this  was  a  transition  period,  and  so  soon  as  the  United  States 
Government  bond  notes  are  retired  and  we  have,  through  evolution, 
reached  a  perfect  and  general  credit  system,  and  there  will  have  been 
no  more  bond  notes,  we  will  have  acquired  gold  enough  throughout  the 
country  in  the  banks  to  have  gold  redemption  alone. 

Mr.  Eckels.  You  would  do  better,  Mr.  Fowler,  by  having  all  your 
notes  redeemable  in  gold. 

Mr.  FowLEE.  Is  it  your  opinion  that  we  could  stai*t  on  such  a  sys- 
tem as  that,  and  if  the  10,000  banks  in  this  country  would  go  into  it 
they  could  all  obtain,  say  in  five  years,  enough  gold  to  maintain  such 
redemption! 

Mr.  £CKELS.  It  would  depend  on  the  percentage  of  credit  notes 
which  the  banks  were  permitted  to  issue,  and  it  would  also  depend  on 
what  progress  the  United  States  made  in  its  redemption  and  cancella- 
tion. • 

Mr.  FowxEB.  It  is  based  on  the  funding  of  the  debt,  and  all  that, 
and  coming  down  to  a  practical  situation? 

Mr.  Eckels.  Possibly  in  five  years.  It  did  not  take  much  longer 
than  that,  as  I  remember,  to  prepare  for  the  resumption  of  specie  pay- 
ments; and  when  the  day  to  commence  the  same  arrived  everybody 
was  satisfied  that  redemptions  could  and  would  be  made  as  promised 
and  nobody  wanted  redemption. 

Mr.  FowLEB.  If  it  is  clear  that  in  this  moment  of  transition,  or  hour 
of  transition,  or  decade  of  transition,  that  could,  in  wisdom,  be  done, 
I  heartily  agree  with  the  single  gold  redemption,  but  it  was  only  because 
of  these  notes  that  are  of  themselves  Government  bond  notes,  and 
redeemable  in  gold  at  the  counter  of  the  banks,  that  I  made  it  optional 
on  the  part  of  the  banks  of  redemption  or  the  clearing  house  to  redeem, 
if  they  wanted  to,  40  per  cent  of  the  credit  notes  in  United  States  Gov- 
ernment bond  notes. 

Mr.  Eckels.  More  confidence  would  be  established  if  it  was  known 
the  notes  were  redeemable  in  gold  and  would  not  have  to  go  through  a 
transition  state. 

Mr.  FovTLEB.  Would  not  that  amount  to  gold  redemption,  when  the 
other  notes  are 

Mr*  Eckels.  But  it  necessitates  an  extra  step.  In*  this  extra  step 
you  create  a  possibility  of  doubt  in  the  soundness  of  the  note. 

Mr.  FowxEB.  But  that  steadies  the  demand  for  the  moment,  if  there 
should  be  an  extra  demand  for  gold.    That  is  all. 

Mr.  Eckels.  The  idea  would  be  that  the  note  holder  would  know  his 
note  was  as  good  as  any  other,  based  on  United  States  Government 
bonds. 

BEDEMPTION  OP  CBEDIT  CUBBENCY. 

Mr.  FowLBB.  Another  question  that  referred  to  your  idea  that  the 
currency  of  the  country  should  be  general,  although  credit  or  security. 
Would  not  the  terms  written  and  printed  on  the  note  show  that  one 
was  secured  and  the  other  was  purely  a  credit  note?  Would  not  the 
terms  of  it  show  thatt 

Mr.  Eckels.  Not  necessarily.  A  record  might  be  kept  of  the 
I)ercentages. 

Mr.  FoWLBB.    Do  you  mean  to  say  that  you  would  make  no  distinction 
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whatever  if  the  United  States  was  issaiug  $500,000,000 — ^we  will 
^assume  that  much — secured  by  bonds,  and  $500,000,000  of  credit  notes; 
that  there  would  be  no  distinction  between  the  $500,000,000  secured 
and  the  $500,000,000  not  secured  f 

Mr.  Eckels.  I  do  not  think  it  would  be  necessary;  no. 

Mr.  FowLEB.  What  notes,  then,  would  be  paid  off  when  the  bonds 
were  retired — any  of  the  $500,000,000  that  were  presented  first!  —4 

Mr.  Eckels.  Under  a  general  guarantee  of  the  Government  that  it 
would  redeem  all  notes  of  failed  banks 

Mr.  Fowler.  That  brings  up  this  question- 


Mr.  Eckels.  The  Government  might  do  this.  It  would  have  so 
much  security  absolutely  for  such  x)ercentage  of  the  notes.  It  might 
take  possession  of  such  percentage  of  the  assets  necessary  to  reimburse 
it  to  redeem  the  amount  issued  in  the  way  of  credit  currency. 

Mr.  Fowler.  Do  I  understand  you  to  recommend,  then,  that  the 
Government  should  guarantee  all  this,  absolutely,  instead  of  provid- 
ing a  safety  fund  for  its  redemption! 

Mr.  Eckels.  No,  I  have  not  re(M)mmended  that;  but  I  have  said  that 
under  the  guaranty  of  the  Government  there  would  not  be  any  neces- 
sity of  distinction  in  the  notes.  There  certainly  ought  to  be  a  safety 
fund  for  the  Government's  protection  on  its  guarantee. 

safety  fund. 

Mr.  Fowler.  Which  do  you  believe  would  be  the  sounder  proposi- 
tion in  every  sense,  to  provide  a  guaranty  or  redemption  fund — a 
safety  fund  of  5  per  cent,  which  is  more  than  adequate  in  the  light  of 
experience — or  that  the  Government  should  itself  direct  ly  guarantee  all 
of  the  notes  of  the  banks  of  the  country! 

Mr.  Eckels.  A  safety  fund  backed  by  a  Government  guaranty 
would  be  i)erfectly  safe.  The  safety  fund  should  be  sufficiently  large 
to  make  the  Government's  contingent  liability  on  its  guaranty  as 
remote  as  possible.  The  Government  should  have  as  little  to  do  with 
the  matter  as  it  ought,  consiste>nt  with  public  safety. 

Mr.  Fowler.  Is  it  your  opinion  that  it  should  rest  upon  a  safety 
fund  of  5  per  cent,  or  that  the  Government  should  guarantee  the  notes! 

Mr.  Eckels.  I  should  have  a  safety  fund  and  have  the  guaranty 
beyond,  although  I  do  not  imagine  resort  to  it  would  ever  be  necessary. 

Mr.  Fowler.  Because  it  would  amount  to  nothing.  I  quite  agree 
with  you. 

Mr.  Eckels.  It  would  be  as  it  is  now.  The  Government's  bonds  are 
deposited  by  the  banks  to  secure  the  notes;  yet  under  the  law  there  is 
provision  that  they  shall  also  be  a  lien  on  the  assets.  The  lien  is  never 
resorted  to  because  ample  protection  is  afforded  to  the  note  holder  in 
the  value  of  the  bonds. 

Mr.  FowLEB.  He  has  the  first  lien  now,  has  he  not! 

Mr.  Eckels.  Yes;  but  it  is  never  looked  to.  The  Government  with 
a  safety  fund  would  never  be  called  on  because  of  its  guaranty.  The 
safety  fund  would  take  the  place  of  the  bonds  deposited  under  the 
present  system  and  the  Government's  guaranty  that  of  the  first  lien 
created  on  the  assets.  The  Government,  however,  for  its  remote  respon- 
sibility ought  to  be  protected  by  a  safety  fund. 

Mr.  Fowler.  That  is  it,  exactly. 

Mr.  Hill.  Will  you  pardon  me  if  I  ask  a  question  not  in  relation 
directly  and  specifically  to  this  matter!  I  would  like  to  have  the 
jinswer  for  my  personal  satisfaction,  and  it  is  not  relating  directly  to 
this  matter  that  we  have  been  considering. 
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COST  OF   COIN   SHIPMENTS. 

Do  you  believe  that  the  diflference  in  weight  between  gold  and  silver 
is  of  itself  a  cause  of  sufficient  dififereuce  in  cost  of  shipment,  etc.,  to 
prevent  its  parity  at  any  fixed  ratio! 

Mr.  Eckels.  I  do  not  believe  you  can  ever  maintain  for  monetary 
purposes  a  parity  of  the  metals  at  any  fixed  ratio. 

Mr.  Hill.  Would  not  that  cause  alone— the  diflference  in  the  c  ost  of 
shipment — be  sufficient  to  prevent  it  being  maintained  at  a  parity  at 
any  fixed  ratio  t 

Mr.  Eckels.  The  largest  reason  why  silver  has  gone  down  in  price 
in  the  commercial  world  is  because  it  takes  so  much  of  it  to  answer 
l^urposes  which  can  best  be  answered  by  a  smaller  quantity  in  gold. 

Mr.  Hill.  The  reason  I  asked  the  question  is  that  I  have  taken 
that  ground  for  the  past  few  months  and  it  was  antagonized  in  the 
Semite  yesterday. 

Mr.  Eckels.  The  reason  you  can  not  get  people  to  carry  silver  dol- 
lars id  the  weight  of  them. 

Mr.  niLL.  The  express  charges! 

Mr.  Eckels.  Yes;  the  weight,  and  therefore  they  want  to  carry 
paper.  People  wish  the  convenient  thing  in  business,  just  as  they  do 
in  anything  else.  They  wish  the  best  and  not  the  poorest  in  money 
metals.    This  desire  can  not  be  done  away  with  by  statutory  enactment. 

FINANCIAL  POLICE  POWERS. 

The  Ohatbman  (Mr.  Brosius  in  the  chair).  Growing  out  of  the 
examination  of  Mr.  Fowler,  there  is  a  question  I  want  to  ask  just  here. 
1  do  not  think  that  on  reading  over  the  transcript  the  Comptroller  will 
be  quite  satisfied  with  his  answer  on  the  subject  of  security  afforded  by 
the  bonds,  and  so  I  want  to  put  this  question:  Assuming  that  some 
banks,  by  mismanagement,  either  through  indolence  or  fraud,  will  break 
up  and  not  have  enough  to  pay  all  their  debts,  do  you  agree  that  it  is  a 
sound  principle  to  secure  first  the  currency  issued  by  the  bank,  rather 
than  the  depositor! 

Mr.  Eckels.  Yes. 

The  Chairman  (Mr.  Brosius).  I  need  not  go  into  the  reason  of  that; 
the  philosophy  of  it  is  very  obvious.  Assuming  that  the  bank  may 
deposit  these  assets  to  a  greater  or  less  extent,  so  that  when  it  is  closed 
up  it  does  not  have  them  all  and  can  not  pay  all  its  debts,  would  not  the 
fact  that  a  portion  of  its  assets  had  been  placed  in  the  hands  of  a 
trustee  add  that  much  to  the  security  of  the  creditors,  whatever  kind 
they  were! 

Mr.  Eckels.  Unquestionably 

The  Chairman  (Mr.  Brosius.)  By  as  much  as  these  assets  that  have 
been  put  into  the  hands  of  the  trustee  increased  the  total  assets  that 
were  distributed,  the  depositors  would  get  the  benefit,  would  they  not? 

Mr.  Eckels.  Yes ;  they  would  get  the  benefit  of  it 

The  Chairman  (Mr.  Brosius).  The  depositors  would  get  the  benefit 
of  that. 

Mr.  Eckels.  But  it  doesn't  increase  the  total  amount  of  the  assets 
of  the  depositors,  except  as  it  increases  the  amount  which  had  not 
been  stolen 

The  Chairman  (Mr.  Brosius).  Now,  when  you  increase  the  amount 
that  has  not  been  stolen,  do  not  you  add  to  the  security  of  the  creditors? 

Mr.  Eckels.  Oh,  yes.  I  might  add,  in  connection  with  all  this,  that 
I  would  not  i>ermit  any  credit  currency  to  issue  without  either  a  safety 
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fund  or  a  Oovertiment  guarantee,  or  both,  and  I  tliiuk  it  would  be  wise 
to  have  both. 

Mr.  Hill.  Why  should  a  Grovemment  guarantee  a  note  holder  or 
practically  guarantee  the  solvency  of  a  bank  under  a  general  law  any 
more  than  it  should  guarantee  the  solvency  of  a  railroad  under  a 
general  law,  without  the  securities  being  in  its  own  possession,  or  a  dry  ^ 

goods  business,  or  any  other  business!  ^ 

Mr.  Eckels.  I  do  not  think  you  can  place  bank  notes  which  are  to 
circulate  as  and  answer  the  purposes  of  money  upon  the  same  footing 
with  other  evidence  of  indebtedness  issued  in  other  kinds  of  business. 
The  Government,  through  enacted  law,  in  every  country  regulates 
bank-note  issues  because  of  the  great  public  interests  involved,  the 
number  of  people  using  them  irom  day  to  day,  the  transactions  resting 
upon  their  character  and  solvency,  and  because  of  the  necessities  of 
daily  business  compelling  people  to  generally  accept  them.  This  regu- 
lation it  can  rightly  carry  to  the  extent  of  guaranteeing  them.  Upon 
these  arguments  are  based  the  correct  and  scientific  theory  for  the 
Government's  a-ssuming  to  regulate  and  care  for  bank-note  issues.  It 
is  exercising  financial  police  powers,  justified  by  public  necessity  and 
the  need  of  public  protection.  The  guarantee  of  the  Government 
would  simply  be  a  form  of  this  power,  having  the  efiPect  of  making  the 
noteholder  feel  absolutely  secure.  The  Government,  through  other 
means  provided,  would  be  held  harmless  of  loss. 

Mr.  Fowleb.  It  is  really  the  moral  effect  you  seek,  without  responsi- 
bility. 

Mr.  Eckels.  And  the  safety  fund  would  be  for  the  protection  of  the 
Gk)vemment. 

Mr.  Galdebhead.  I  have  some  questions  to  ask  about  the  subtreas- 
ury  and  clearing  house. 

Mr.  Eckels.  If  Mr.  Calderhead  will  put  his  questions  in  writing  I 
will  be  glad  to  answer  them,  and  the  questions  and  answers  can  go  in 
the  record. 

Mr.  Caldebhead.  I  will  be  glad  to  submit  my  questions  in  that  way 
and  have  them,  together  with  your  answers,  go  into  the  record. 

Upon  motion  of  Mr.  Hill,  the  committee,  by  a  rising  vote,  unani- 
mously tendered  its  thanks  to  the  Uomptroller  for  his  kindness  in 
appearing  before  the  committee  and  so  fully  and  clearly  replying  to 
the  questions  asked  him. 

Thereupon,  at  1.30  p.  m.,  the  committee  adjourned. 

[The  following  are  the  questions  asked  the  OomptroUer  of  the  Cur- 
rency by  Mr.  Calderhead,  in  writing,  with  the  replies  of  the  ComptroUer 
thereto.] 

QUESTIONS  BY  MB.  CALDEBHEAD. 

Mr.  Caldebhead.  What  were  the  respective  amounts  of  legal 
tenders  and  national-bank  notes  in  the  year  1878! 

Mr.  Eckels.  The  legal  tenders  outstanding  on  June  30, 1878,  were 
$340,681,01 6, and  the  national-banknotes  outstanding  on  June 30, 1878, 
were  $322,919,810. 

Mr.  Caldebhead.  What  amount  of  each  below  the  denomination 
of  five-dollar  notes  f 

Mr.  Eckels.  The  legal  tenders,  denomination  of  one  dollar,  are 
$20,929,874;  legal  tenders,  denomination  of  two  dollars,  $20,910,948; 
national -bank  notes,  denomination  of  one  dollar,  $4,069,836;  national- 
bank  notes,  denomination  of  two  dollars,  $2,820,132. 

Mr.  Caldebhead.  And  what  became  of  these  notes  of  less  than  $5f 


FINANCIAL   AND   BANKING   SITUATION. 


431 


Mr.  Eckels.  Iu  1880  the  Department  began  the  redemption  of  one 
and  two  dollar  legal-tender  notes  and  the  sabstitntion  of  silver  certifi- 
cates and  later  of  Treasury  notes  of  like  denominations.  The  issue  of 
national-bank  notes  of  the  denomination  of  one<and  two  dollars  ceased 
after  January  1, 1879  (see  sec.  5175,  Key.  Stat.),  and  were  canceled  as 
presented. 

Mr.  Oaldebhead.  What  apparent  effect  on  the  amount  of  national- 
bank  circulation  did  the  coinage  of  silver  dollars  and  the  issue  of  cer- 
tificates under  the  act  of  1878  have! 

Mr.  Eckels.  The  amount  of  circulation  of  national-bank  note^  since 
1878  has  apparently  varied  with  the  needs  of  trade  and  the  profit 
upon  the  same.  From  1878  until  the  year  1882  there  was  a  steady 
increase  in  national-bank  issues.  During  this  x)eriod  there  was  an 
increase  in  trade  and  a  consequent  demand  for  currency.  The  increase 
in  silver  issues  had  not  become  so  great  as  at  a  later  time.  It  is 
noticeable  that  from  1882  until  1893  the  reduction  in  the  amount  of 
bank  notes  was  very  marked  and  the  increase  in  silver  very  large. 
There  has  been  an  increase  iu  the  amount  of  them  since  1893,  during 
which  time  there  has  been  no  issue  of  Sherman  notes.  Undoubtedly 
the  competition  of  silver  and  Treasury  issues  must  tend  to  restrict 
banknote  issues  whenever  the  competition  is  made  manifest.  The 
variations  in  the  volume  of  bank-note  currency  is  shown  to  have  been 
as  follows  since  1878: 


National-bank  noie9  outstanding  on  June  SO,  1878  to  June  SO,  1896. 


TeBT. 

Amount. 

Year. 

Amount. 

Year. 

Amount. 

1878 

$324,925,483 
328.906,030 
843,893,687 
854,618,899 
857,555.266 
356,069,408 
338,689,801 

1885 

$316,852,618 
308,488,358 
278,893,513 
252, 179. 641 
211, 172, 726 
185,722,978 
167,550.906 

1892 

$172,800,856 
178. 350, 397 

1879 

1886 

1893 

1880 

1887 

1894 

206,854,787 
211,366,927 
225. 627, 150 

1881 

1888 

1895 

1882 

1889 

1896 

1883 

1890 

1884 

1891 

In  order  to  fully  appreciate  the  variations,  I  desire  to  call  your  atten- 
tion to  the  increase  in  the  amount  of  silver  and  silver  certificates  in  the 
years  since  1878. 

The  two  tables  should  be  studied  together. 

Silver  and  silver  certiflcates  in  circulation  on  June  SO,  1878,  to  June  SO,  1896. 


Year. 

Amount. 

1 

Year. 

Amount. 

Year. 

Amount. 

1878 

$65,780,545  ' 
75,414,713 
79,610,792 
120.778,076 
138,877,003 
160,486,865 
181,882,782 

1885 

$183,705tl36 
186,742,200 
216,194,469 
306,287,814 
862,997,246 
407, 446, 142 
423, 338, 113 

1802 

$446,063,805 
448. 919. 176 

1879 

1886 

1893 

1880 

1887 

1894 

436. 519, 102 
431,934,632 
448,485,812 

1881 

1888 

1895 

1882 

1889 

1896 

1883 

1890 

1884 

1891 

Mr.  Caldebhead.  When  did  the  issue  of  silver  certificates  below 
$10  begin  f 

Mr.  Eckels.  The  issue  of  silver  certificates  below  the  denomination 
of  ten  dollars  was  authorized  by  the  act  of  August  4, 1886. 

Mr.  Oaldebhead.  What  apparent  eflfect  did  the  issue  of  these  have 
on  national«bank  circulation  f 
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•  Mr.  Eckels.  My  reply  to  a  former  question  covers  this. 

Mr.  C'ALDERHEAD.  What  amouut  of  silver  dollars  and  silver  certifi- 
cates were  issued  under  the  Bland-Allison  Act  of  1878,  and  what  appa- 
rent efi'eet  did  this  have  on  the  national-bank  circulation  t 

Mr.  Eckels.  The  total  coinage  under  the  Bland-Allison  Act  of  1878 
amounted  to  $378,166,793.  Silver  certificates  issued  under  that  act 
(June  30, 1890),  11301,530,751. 

I  can  only  make  the  same  reply  heretofore  given  as  to  the  latter  part 
of  the  question. 

Mr.  Caldebhead.  What  were  the  respective  amounts  of  legal  ten- 
ders, national-bank  notes,  and  silver  certificates  in  circulation  in  1890, 
at  the  time  the  silver-purchasing  act  of  that  year  was  passed! 

Mr.  Eckels.  The  legal  tender  notes  in  circulation  on  June  30, 1890, 
were  $323,046,826;  the  national-bank  notes  in  circulation  $181,396,823; 
the  silver  certificates  in  circulation  $297,210,043. 

Mr.  Oalderhead.  What  amount  of  Treasury  notes  were  issued 
under  that  act! 

Mr.  Eckels.  The  Treasury  notes  issued  under  the  act  of  1890  were 
$155,931,002. 

Mr.  Oalderhead.  What  amount  of  silver  dollars  and  silver  certifi- 
cates have  been  issued  uuder  that  act! 

Mr.  Eckels.  Silver  dollars  issued  under  the  act  of  1890  were 
$61,261,626.  There  is  no  record  of  the  silver  certiiicates  issued  uuder 
the  act  of  1890,  but  when  these  silver  dollars  are  returned  silver  cer- 
tificates are  issued  thereon  in  the  same  manner  as  other  silver  dollars, 
and  no  separate  account  is  kept  of  these  certificates. 

Mr.  Oalderhead.  What  effect,  apparently,  did  the  issue  of  Treas- 
ury notes  under  that  act,  and  the  silver  and  silver  certificates,  have 
upon  the  amount  of  national-bank  circulation? 

Mr.  Eckels.  I  have  already  answered  this,  giving  my  judgment  of 
the  matter. 

Mr.  Oalderhead.  When  did  the  subtreasury  begin  to  pay  its  bal- 
ances at  the  clearing  house  in  New  York  in  gold,  and  how  loug  dtd  it 
continue  to  do  so! 

Mr.  Eckels.  From  September,  1880,  to  September,  1882,  payments 
were  made  in  gold  coin,  United  States  notes,  and  silver  certificates. 
From  October,  1882,  to  January,  1886,  in  United  States  notes  and  gold 
certificates,  except  in  February,  1885,  when  $100,000  silver  certificates 
were  used,  and  in  August,  1885,  when  $260,000  gold  was  used;  from 
February  to  July,  inclusive,  1886,  United  States  notes  were  used  exclu- 
sively; from  August,  1886,  to  July,  1890,  United  States  notes  and  gold 
certificates  only  were  used ;  from  August,  1890,  to  July,  1892,  payments 
were  made  in  United  States  notes.  Treasury  notes,  and  gold  certificates, 
with  the  exception  of  about  $62,000  of  silver  certificates  used  in  the 
Spring  of  1891 ;  from  August,  1892,  to  June,  1893,  United  States  and 
Treasury  notes  were  used  in  addition  to  about  nine  million  of  gold  cer- 
tificates daring  the  months  of  October  and  November,  1892,  and  Jan- 
uary, 1893;  from  July,  1893,  to  February,  1894,  the  settlements  were 
mainly  in  gold  coin  and  some  United  States  and  Treasury  notes.  The 
use  of  gold  coin  which  began  in  July,  1893,  and  closed  in  February, 
1894,  was  the  only  time  since  August,  1885,  to  September,  1896,  that  it 
occurred;  from  March,  1894,  to  December,  1894,  United  States  and 
Treasury  notes  were  used,  and  since  that  date  United  States  notes  only. 

Mr.  Oalderhead.  Did  the  stock  of  gold  increase  or  diminish  in  this 
country  during  those  years,  and  how  muchf 

Mr.  Eckels.  The  stock  of  gold  in  the  country  for  various  reasons 
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increased,  from  June,  1893,  to  Jannary  31,  1894,  $123,724,216.  The 
increase  prior  to  the  dates  mentioned  was  very  large  because  of  foreign 
trade  and  investments  from  abroad  and  domestic  production. 

Mr.  Galdebhead.  What  caused  the  flow  of  gold  to  this  country  dur- 
ing those  years  f 

Mr.  Eckels.  The  inflow  of  gold  to  this  country  dui'ing  the  specific 
period  referred  to  in  my  previous  answer,  viz,  from  June,  1893,  to  July, 
1894,  was  largely  the  result  of  the  stringency  of  money  causing  high 
rates  of  interest  in  this  country.  During  the  whole  i)eriod  of  time  when 
the  increase  of  gold  has  gone  on  in  this  couutiy,  it  has  come  from  pro- 
duction of  our  mines,  balances  paid  in  gold  in  trade  and  commerce, 
amounts  brought  or  sent  hero  from  abroad  ibr  investment,  and  through 
the  purchase  of  our  securities  by  those  living  abroad. 

Mr.  Galdebheaj).  What  proportion  of  the  revenue  from  customs 
duties  was  paid  in  gold  each  year  from  1878  to  1892,  and  in  what  was 
the  remainder  paid! 

Mr.  Eckels.  I  can  only  give  as  my  answer  the  statistics  as  shown 
by  the  report  of  the  Treasurer  of  the  United  States. 

Pei'centage  of  gold  coin,  etc,  received  from  cu9tom«  at  New  York  in  June,  1878,  to  1896, 


Year. 


1878 
1879 
1880 
1881 
1882 
1883 
1884 
1885 
1886 
1887 
1888 
1889 
1890 
1801 
1892 
1893 
1894 
1896 
1886 


Gold. 

Silver. 

United 
states 
notes. 

Treasury 
notes. 

Gold  cer- 
tiflcates. 

5.4 

0.1 

1.8 

0 

60.1 

.6 

.2 

93 

0 

0 

48.8 

.1 

18.2 

0 

0 

39.3 

.1 

8.6 

0 

0 

68.7 

.1 

7.8 

0 

0 

3.3 

.1 

7 

0 

60.4 

3.1 

.1 

21.2 

0 

40 

.7 

.2 

33.3 

0 

82.5 

.7 

.2 

81.7 

0 

4.8 

1.8 

.3 

13.8 

0 

72.6 

.7 

.8 

11.1 

0 

73.5 

.1 

.1 

18.8 

0 

74.5 

.1 

0 

2.7 

0 

94.5 

.2 

0 

44.6 

2ao 

12.3 

.2 

0 

26.8 

49.1 

8 

0 

0 

53 

35 

0 

1.0 

.1 

6.8 

7.6 

0 

.1 

.1 

60.2 

3.4 

0 

0 

.0 

40 

1.3 

0 

Silver 
certifi- 
cates. 


32.6 
6.2 
32.9 
67 
23.4 
20.2 
85.6 
83.3 
12.6 
12 
14.4 
6.6 
2.7 
14 
15.9 
12 

83.6 
86.2 
68.7 


I  also  call  your  attention  to  Table  No.  50,  pages  142  to  144,  Annual 
Report  of  the  Treasurer  of  the  United  States,  1896. 

Mr.  Galdebhead.  How  were  the  payments  in  gold  of  the  balances 
from  the  subtreasury  at  the  clearing  house  suspended,  and  whenf 

Mr.  Eckels.  From  1882,  the  time  of  the  issue  of  gold  certificates, 
until  Augast,  1890,  the  payments  of  balances  at  the  clearing  house  were 
made  almost  entirely  in  gold  certificates,  with  the  exception  of  a  few 
months  in  1884  and  1886,  when  they  were  made  in  United  States  notes. 
After  the  issue  of  the  Sherman  notes  under  the  law  of  1890,  in  the 
month  of  August  they  were  for  the  first  time  paid  in  settlement  of  such 
balances.  Thereafter  they  formed  a  very  large  portion  of  such  pay- 
ments until  the  repeal  of  the  Sherman  act  in  1893. 

The  suspension  of  the  payment  of  gold  certificates  and  gold  coin 
occurred  first  in  the  month  of  August,  1892,  to  be  resumed  again  in  a 
comparatively  small  amount  in  October  and  November  of  that  year 
and  discontinued  entirely  in  December  of  that  year.  A  few  were  useil 
in  January,  1893,  but  none  have  been  used  since  that  time  for  this 
purpose. 

The  payment  of  gold  coin  for  this  purpose  in  the  autumn  and  early 
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winter  of  1893  and  18d4  was  caused  by  tbe  currency  famine  of  that 
year.  The  receipts  of  gold  certificates  and  gold  coin  from  the  banks 
had  fallen  from  about  05  per  cent  in  February,  March,  and  April,  1890, 
to  12  per  cent  in  June,  1891,  and  thereafter  continued  to  fluctuate,  ris- 
ing to  66  per  cent  in  January,  1892,  but  rapidly  falling  thereafter  to 
but  3  per  cent  in  September,  1892;  thence  falling  to  nothing  in  May  k 

and  June,  1893.    It  has  continued  at  nothing  since.  ^ 

During  the  currency  panic  gold  coin  rieached  5S  per  cent  of  the  total  ^ 

receipts  of  customs  duties  in  September,  1893,  but  practically  ceased 
within  five  months  thereafter. 

It  is  thus  evident  that  the  suspension  of  payment  of  gold  in  settle- 
ment of  clearing-house  balances  was  the  legitimate  outcome  of  a  situa- 
tion caused  by  the  drying  up  of  gold  receipts.  These  balances  were 
paid  in  gold  by  the  Government  a  long  time  after  the  banks  had  ceased 
to  pay  gold. 

The  last  payment  of  gold  coin  was  in  February,  1894.  It  had  at  that 
time  only  paid  gold  coin  for  a  period  of  eight  months,  which  was  after 
an  interval  of  eight  years.  These  gold  payments  resulted  from  the 
currency  famine  tlien  being  experienced. 

Mr.  Galdebhead.  If  the  payment  of  these  balances  had  continued 
to  be  made  in  gold  from  1892  to  1895,  would  the  Treasury  have  been 
exposed  to  danger  of  losing  its  reserve  fund  any  more  than  it  actually 
has  been  exposed  during  that  timef 

Mr.  Eckels.  It  might  have  been,  lost  more  rapidly,  but  the  reason 
the  United  States  stopped  paying  gold  was  because  its  gold  income  had 
practically  ceased,  and  it  was  dangerously  near  the  reserve  limit.  It 
had  ceased  because  the  banks  and  the  banks'  customers  wished  to  hoard 
their  gold,  having  doubt  as  to  the  financial  credit  of  the  country. 
This  condition  came  about  largely  through  the  possibility  of  the  Gov- 
ernment not  being  able  to  maintain  gold  payments. 

Mr.  Galdebhead.  Would  it  not  have  been  just  as  easy  to  maintain 
the  reciprocal  relations  of  the  subtreasury  with  the  clearing  house 
of  paying  balances  in  gold  and  receiving  revenue  in  gold  as  it  was  to 
maintain  the  Treasury  during  the  last  four  years*? 

Mr.  EOKELS.  I  do  not  sec  the  exact  relations  between  the  various 
parts  of  this  question.  It  seems  to  nie  immaterial  whether  the  gold 
obtained  by  the  Treasury  was  used  to  i)ay  clearing-house  balances  or 
to  redeem  outstanding  notes  of  the  Government.  If  the  balances  were 
paid  in  United  States  notes  they  could  at  once  be  presented  for  redemp- 
tion in  gold. 

Mr.  Calderhead.  If  the  revenue  were  suflBcient  now  for  the  current 
expenses  of  the  Government,  what  reason  would  prevent  resuming 
that  reciprocal  relation  between  the  subtreasury  and  the  clearing  housef 

Mr.  Eckels.  I  do  not  look  upon  the  volume  of  the  revenue  receipts 
as  governing  in  this.  It  is  the  volume  of  receipts  and  payments  of  all 
kinds  in  all  trade  which  governs,  and  not  merely  the  Government's 
revenue  receii)ts.  If  the  banks  again  get  a  gold  income  from  the  ordi- 
nary course  of  business,  which  would  indicate  a  cessation  of  hoarding, 
and  they  would  make  gold  payments  to  the  United  States,  the  United 
States  could  then  settle  its  balances  in  gold.  But  this  must  be  through  " 
the  natural  course  of  business,  and  not  forced.  It  can  not  come  if  con- 
fidence is  lacking  in  the  Government's  credit. 

Ordinarily,  in  the  course  of  business  the  expense  of  handling  gold 
coin,  where  there  is  no  question  of  the  paper  being  of  equal  and  inter- 
changeable value  with  gold  coin,  is  such  that  the  people,  to  save 
expense  in  handling,  wish  paper  instead  of  gold.  This  causes  the  gold 
to  go  to  the  banks,  and  from  the  banks  to  the  Treasury.    The  element 
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of  confidence,  of  coarse,  enters  into  this,  as  does  the  element  of  a  wish 
to  lessen  the  expense  attendant  upon  monetary  transactions. 

Mr.  Oaldebhbad.  If  this  relation  were  resumed  and  maintained,  is 
there  any  probability  that  national  banks  would  increase  their  circula- 
tion, either  under  the  present  law  or  under  either  of  the  bills  introduced 
by  Mr.  Walker,  Mr.  Hill,  or  Mr.  Fowler  t 

Mr.  Eckels.  The  amount  of  currency  taken  out  under  any  bank  bill 
would  depend  on  the  margin  of  profit  to  the  issuing  bank.  It  would 
be  controlled  by  the  conditions  of  trade,  the  confidence  which  the  notes 
issued  enjoyed  at  the  hands  of  the  people,  etc.  It  would  not  be  gov- 
erned by  any  one  cause.  I  do  not  think  the  single  factor  stated  would 
have  a  controlling  influence,  if  any. 

Mr.  Oalderhbad.  If  the  revenue  were  sufficient  for  the  current 
expenses  of  the  Government,  what  present  or  Aiture  danger  is  there  of 
a  loss  of  gold  from  this  country  sufficient  to  prevent  the  subtreasury 
and  the  clearing  house  from  making  and  receiving  payments  in  gold! 

Mr.  Eckels.  The  same  danger  that  existed  from  1888  to  1893,  when 
the  gold  reserve  fell  from  $219,059,232  to  $80,891,600.  The  monetary 
system  is  at  fault,  and  until  it  is  remedied  the  oanks  will  not  get  a  gold 
income.  The  maximum  of  the  gold  reserve  was  the  former  figures,  but 
on  February  11, 1895,  it  had  fallen  to  $41,340,181.  Such  a  decline  only 
could  have  been  brought  about  by  the  Government  undertaking  to 
maintain  a  doubtful  monetary  system.  It  is  a  matter  which  is  inde- 
pendent of  revenue  and  can  not  be  remedied  by  mere  revenue  receipts. 

Mr.  Galdebhead.  If  this  relation  were  resumed  and  maintained 
without  the  purchase  of  gold  except  the  procuring  of  it  in  the  ordinary 
course  of  trade,  would  not  the  whole  expense  to  our  people  of  carrying 
our  money  be  the  interest  upon  the  gold  reserve  fund  and  the  cost  of 
the  national-bank  currency! 

Mr.  Eckels.  I  do  not  deem  it  x)0S8ible  to  procure  gold  in  the  ordi- 
nary course  of  trade  under  present  conditions.  It  certainly  could  not 
be  so  procured  during  the  time  when  the  expense  of  the  system  has 
been  most  manifest.  Gold  hoarding  is  always  manifest  at  such  times 
as  there  is  a  financial  depression,  growing  out  of  doubt  as  to  the  sta- 
bility of  the  monetary  system.  The  result  of  this  hoarding  is  to  take 
gold  out  of  the  channels  of  trade,  and  it  can  not,  therefore,  be  gotten 
into  the  Treasury.  Extraordinary  methods  in  the  form  of  bond  issues 
have  to  be  resorted  to,  with  attendant  expense  and  doubt.  The  expense 
falls  upon  the  people  in  the  way  of  increased  taxation,  and  the  doubt 
effects  them  in  disturbing  all  business  relations  with  consequent  loss. 
Of  course,  there  is  loss  of  interest  on  the  gold  reserve,  and  there  is 
loss  to  business  interests,  otherwise,  by  depriving  them  of  the  volume 
of  the  reserve  when  that  amount  is  needed  in  business.  The  direct  and 
indirect  loss  to  business  through  a  false  system,  breeding  as  it  does, 
panic  and  speculation,  can  not  be  calculated. 

Mr.  Galdebhead.  What  per  cent  on  the  whole  stock  of  our  money 
would  this  be! 

Mr.  Eckels.  It  is  impossible  for  me  to  answer  the  question  as  pro- 
pounded. 

Mr.  Galdebhead.  If  the  greenbacks  and  other  Treasury  notes  were 
all  retired  this  year,  what  amount  of  reserve  would  be  necessary  to 
maintain  the  silver  and  silver  certificates  at  par! 

Mr.  Eckels.  That  would  depend  largely  upon  the  provision  govern- 
ing such  coin  and  certificates.  No  percentage  is  large  enough  to  protect 
under  any  and  all  circumstances  issues  which,  when  once  redeemed,  are 
reissued  for  any  i)urpose  without  first  requiring  a  return  of  the  coin 
they  represent. 
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Committee  on  Banking  and  Cubebncy, 

Washington^  J>.  C,  Thursday,  February  18, 1897. 

The  committee  met  at  10.30  a.  m.  Members  present:  The  chair- 
man (Mr.  Walker),  and  Messrs.  Brosius,  Johnson,  Van  Yoorhis,  Fowler, 
Spalding,  Calderhead,  Hill,  Gox,  Stallings,  and  Hendrick. 

ADDinOHAL  STATEKEHT  OF  HON.  JOSEPH  H.  WALKER. 

[Supplementary  to  his  statement  of  February  17, 1896,  for  which  see 
page  5  of  this  volume.] 

The  Chairman.  Gentlemen,  before  Mr.  Eckels  resumes  his  state- 
ment, I  will  submit  to  the  committee  the  accompanying  tables  in  exposi- 
tion of  the  financial  and  banking  condition  of  the  country  in  further 
elucidation  of  the  subject  of  an  argument  made  by  me  on  February  17, 
1896 — one  year  ago. 

Not  a  statement  then  made  has  been  called  in  question,  nor  any  infer- 
ence or  argument  then  made  questioned.  In  the  figures  given  in  Table 
S  S,  page  452, 1  have  included  all  banks  of  deposit,  loan,  and  discount 
in  the  country.  I  have  redrawn  House  bill  171,  striking  out  sections 
14, 15, 16,  and  55  of  the  old  bill  and  inserting  different  provisions,  and 
rewriting  some  others  so  as  to  limit  the  amount  of  greenbacks  to  those 
that  are  now  in  circulation,  which  average  about  $200,000,000.  This 
change  will  permit  a  very  much  larger  amount  of  purely  bank  cur- 
rency to  be  issued  by  the  Oovernment  to  the  banks,  to  be  put  in  circu- 
lation by  banks.  Undoubtedly  there  will  be  an  average  of  $140,000,000 
to  $170,000,000  of  gold  in  the  Treasury  under  the  tariff  now  being 
framed,  which  would  leave  about  $200,000,000  of  greenbacks  for  banks, 
the  balance  being  taken  up  and  canceled  with  the  gold  in  the  Treasuiy, 
after  that  amount  was  taken  out  by  the  banks.  Turning  to  Appendix 
S  S,  page  452,  it  will  be  seen  that  the  least  cash  reserve  the  total  banks 
in  the  country  keep  is  $632,915,047.  They  keep  of  their  own  motion 
$824,794,278.  They  believe  it  is  for  their  interest  to  far  exceed  the 
requirements  of  the  law  in  the  cash  reserve  kept. 

Under  the  rewritten  bill  the  banks  would  be  obliged  to  carry 
$316,457,523  in  gold,  which  is  only  three  fourths  of  the  gold  they 
would  have  in  their  possession,  as  is  shown  by  a  footnote  to  that 
appendix.  The  balance  of  their  cash  reserve  would  take  every  dollar 
of  the  $200,000,000  of  greenbacks  and  several  million  silver  dollars, 
but  they  would  actually  have  probably  about  $400,000,000  in  gold, 
$200,000,000  in  greenbacks,  and  $200,000,000  in  silver,  making  up  the 
$800,000,000  reserve  they  now  carry;  but  banks  would  so  rapidly 
increase  that  the  silver  dollars  carried  by  them  would  soon  include  all 
that  would  not  be  kept  in  the  pockets  of  the  people,  for  under  the 
encouragement  of  House  bill  171  banks  would  soon  increase  so  as  to 
carry  cash  reserves  amounting  to  about  $1,000,000,000. 

This  country  or  any  other,  never  saw  a  soundfer,  more  flexible,  abund- 
ant, elastic,  and  inexpensive  currency  than  that  issued  by  the  banks 
of  the  six  New  England  States  from  1840  to  1860,  which  were  combined 
into  one  body  by  a  system  of  redemption  known  as  the  '*  Suffolk  sys- 
tem." The  bill  (H.  R.  171)  as  now  written  is  the  Suffolk  system  pure 
and  simple.  The  fact  tbat  banks  are  required  under  it  to  carry,  pro- 
portionately to  their  capital,  legal-tender  notes  amounting  to  $200,(K)0,000 
does  not  militate  against  this  statement,    Diyided  among  all  the  banks 
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of  disconnt  in  the  country,  it  woald  amount  to  only  11.2  per  cent  of  the 
Aggregate  of  their  total  real  capital,  namely,  their  capital,  surplus,  and 
undivided  profits,  of  $1,781,290,468.  This  percentage  of  holdings  of 
greenbacks,  under  the  oi>eration  of  section  14  of  the  bill,  would  soon  be 
very  materially  reduced  l^the  rapid  increase  of  banking  capital  in  new 
banks,  invited  by  the  liberal  provisions  of  the  bill.  New  banks  would 
be  rapidly  formed,  soon  carrying  the  banking  capital  of  the  country  up 
to  $2,500,000,000  and  thereby  reducing  the  volume  of  holdings  of  green- 
backs of  each  bank  down  to  an  amount  not  exceeding  8  per  cent  of 
their  real  capital.  The  carrying  of  the  greenbacks  would  not  cost  the 
banks  a  farthing,  for  every  dollar  of  them  would  be  held  in  the  ^^cash 
reserves  "  of  the  banks. 

Turning  to  Appendix  B  B,  page  441,  it  will  be  seen  the  currency  in  New 
England  in  the  period  from  1840  to  1860  was  about  $16  per  capita.  This 
would  give  $1,200,000,000  currency  in  the  country  besides  all  the  cash 
reserves  held  in  banks.  The  currency  of  all  the  New  England  banks 
was  '^currently  redeemed''  in  Boston.  This  caused  it  to  sell  all  over 
the  country  at  a  premium,  because  of  its  certain  and  prompt  redemp- 
tion in  a  large  commercial  city.  Their  specie  is  shown  by  the  appendix 
to  have  been  13J  per  cent  to  their  currency.  The  banks  in  Virginia 
were  really  just  as  sound  at  their  own  counters,  but  having  no  current 
redemption  in  any  large  commercial  city,  in  fact,  in  no  place  but  over 
their  own  counters,  their  currency  sold  at  a  discount,  as  did  the  cur- 
rency of  nearly  every  other  State  in  the  Upion,  excepting  Louisiana. 
Of  course  theirs  were  practically  currently  redeemed  in  New  Orleans, 
which  accounts  for  its  also  selling  at  a  premium.  And  this  notwith- 
standing Virginia  carried  nearly  double  the  specie  to  its  currency  that 
was  carried  in  New  England — namely,  24  per  cent. 

It  will  also  be  seen  that  all  the  agricultural  States  in  1856  made  very 
much  larger  loans  on  the  same  amount  of  capital  and  deposits  than 
they  can  now  make,  because  of  their  issuing  currency  freely — New  York 
State  and  New  England  nearly  one-half  as  much  again  as  now — 
making  interest  one- third  less  then  than  now,  to  pay  the  same  dividends 
on  bank  stock,  while  in  New  York  City  they  are  loaning  to-day.  on  the 
same  amount  of  capital  and  deposits,  10  per  cent  more  than  in  1856,  and 
this  for  the  reason  that  cities  can  not  issue  currency  to  a  large  amount 
and  make  it  profitable,  excepting  under  the  oppressive  conditions,  fav- 
oring large  cities,  of thepresentnationalbankingsystem.  AppendixG  0, 
page  442,  shows  that  Virginia  has  more  wealth  per  capita  to-day  than  she 
had  in  1860,  and  this  is  true  of  every  Southern  and  Western  State.  It 
therefore  can  not  be  that  their  being  short  of  banking  funds  and  cur- 
rency is  because  of  the  want  of  capital,  but  rather  because  there  is  no 
inducement  to  put  capital  into  banking  in  competition  with  the  large 
cities  in  the  North  and  Northeast. 

Appendix  D  D,  page  442,  shows  that  Virginia  has  to-day  $11,037,665 
banking  capital,  which  is  only  $2^000,000  less  than  Virginia  and  West 
Virginia  had  in  1856,  and  Appendix;  B  B,  page  441,  shows  that  the  circu- 
lation in  1866  was  $10.56  per  capita,  while  to-day  it  is  only  $1.14. 

Appendix  G  G,  page  443,  shows  Virginia  would  have,  instead  of 
$1,891,145  in  currency,  $10,556,158  if  she  had  the  same  percentage  of 
cuiTcncy  to  her  banking  capital  that  she  had  in  1856.  The  fact  is  that 
Virginia  is  practically  robbed  of  the  equivalent  of  from  $12,000,000  to 
$15,000,000  live  capital  from  what  she  would  have  underbill  H.  R.  171. 
And  this  because  of  our  iniquitous  national  banking  restrictions.  And 
this  is  proportionately  true  of  every  other  agricultural  State  in  the 
Union,  as  is  partially  shown  by  Appendix  G  G,  page  443. 
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The  fear  as  to  a  short  sapply  of  gold  is  as  groundless  as  any  hallaci' 
nation  that  ever  possessed  the  human  mind.  The  movement  of  gold 
referred  to  on  page  31,  "Appendix  Gold,"  in  my  original  argument  is 
further  shown  in  this,  in  Appendix  H  H,  page  444.  By  comparing  it  with 
Appendix  I  I,  page  445,  it  will  appear  to  the  dullest  comprehension 
that  the  balance  of  trade  being  for  or  against  any  country  is  no  indi- 
cation of  the  probable  movement  of  gold.  My  original  argument,  -i 
above  referred  to,  and  these  appendices  show  that  we  shall  give  law  to 
the  movement  of  the  gold  of  the  world  immediately  on  establishing  a 
sound  banking  system,  and  that  because  of  the  greater  wealth  and 
higher  rates  of  interest  of  this  country  over  any  other  country  in  the 
world,  providing  the  world  is  convinced  that  we  have  at  last  adopted 
and  propose  to  adhere  to,  a  rational  and  sound  banking  and  financial 
system. 

Appendix  J  J^  page  446,  shows  the  total  banking  currency  and  total 
of  all  currency  in  the  country  for  the  ten  years  from  1860  to  1869,  and 
also  the  enormous  profit  possible  in  taking  out  currency,  under  our 
present  bond  system  of  securing  it,  in  those  years.  These  enormous 
profits,  then,  are  only  equaled  by  the  oppressiveness  of  the  same  sys- 
tem now,  and  for  the  last  ten  years,  especially  upon  all  the  agricultural 
parts  of  the  country. 

The  enormous  waste  of  the  people's  money  in  our  subtreasury  system, 
and  of  finance,  is  almost  past  bel  ief.  Appendix  K  K,  page  447,  shows  that 
Germany  carries  in  Government  funds  an  average  of  only  $18,184,794. 
Appendix  L  L,  page  448,  shows  that  of  France  to  be  $38,930,756,  while 
Appendix  M  M,  page  448,  shows  that  the  United  States  carried  for  the 
ten  years  fipom  1882  to  1891  an  average  of  $288,135,914.  It  carried 
an  average  of  $294,156,697  free  money  in  the  Treasury  during  the 
year  1896,  while  the  deficiencies  in  the  revenue  had  been  over 
$40,000,000  a  year  for  several  years  preceding.  During  this  time  we 
sold  $202,000,000  of  bonds,  and  for  $40,000,000  less  than  their  normal 
price  in  prosperous  times. 

Appendix  N  N,  page  449,  shows  not  only  how  rapidly  our  funded  debt 
was  reduced  after  the  war,  but  that  had  we  a  rational  Treasury  and 
banking  system,  allowing  us  to  use  our  funds  to  reduce  our  debt  instead 
of  taxing  the  people  in  the  vicinity  of  $17,000,000  a  year  to  carry  this 
enormous  balance,  we  could  have  reduced  our  interest-bearing  debt 
from  $747,361,960,  in  1895,  when  it  was  the  lowest,  to  $459,002,816  and 
still  had  a  working  balance  of  $20,000,000  in  the  Treasury,  or  one-tenth 
more  than  Germany  carries. 

Appendixes  O  O  and  P  P,  page  450,  show  the  specie  held  in  the 
national  banks  in  States  using  more  gold  for  currency  than  any 
others.  Only  $1  in  $15  of  their  specie  is  in  silver  dollars.  It  will  be 
seen  these  States  have  only  about  $5,000,000  of  currency.  This  table 
shows  their  loans  to  their  " capital  and  deposits"  to  be  only  52  per  cent, 
while  under  the  old  Suffolk  system  in  New  England  the  loans  to  "capi- 
tal and  deposits"  were  more  than  double,  or  125  per  cent.  This  shows 
that  the  banks  in  the  Kew  England  States  could  make  their  loans  at 
less  than  one-half  the  rates  of  interest  the  banks  are  obliged  to 
charge  in  these  seven  States  and  pay  their  stockholders  the  same  divi-  ^ 

dends  as  now.  If  the  banks  in  those  States  had  been  growing  up  under 
the  New  England  Suffolk  system  during  the  last  twenty  years,  instead 
of  being  cramped,  confined,  and  oppressed  in  our  present  national 
system,  quite  a  different  result  would  be  shown.  The  States  of  the 
South  and  West  are  abused  by  the  national-bank  act  to  a  far  greater 
degree  than  the  States  named.    The  oppressiveness,  especially  to  the 
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agricnltnral  States,  and  its  relative  advaoteges  to  the  low-interest 
community  of  New  York  City,  as  compared  with  them,  is  shown  by  the 
following  statement: 

If  a  bank  invests  all  Urn  capA:a1  in  bonds  at  par  to-day,  it  can  only 
get  90  per  cent  ef  crnrency  on  the  bonds — a  reduction  of  its  loanable 
capital  by  10  per  cent — but  its  currency  is  still  further  reduced  by  the 
"current  redemption"  fund  of  5  per  cent,  leaving  it  only  86.5  per  cent 
of  available  loanable  capital.  But  if  they  buy  bonds  at  125,  which  is 
far  below  the  normal  price  of  existing  bonds  in  prosperous  times,  tlio 
available  eapltal  is  reduced  still  further  out  of  every  dollar  of  their  capi- 
tal in  the  currency  they  receive.  Thus,  for  every  dollar  of  capital 
invested  in  those  bonds  the  bank  has  only  G8.4  per  cent  of  available 
capital — its  capital  being  reduced  by  31.0  per  cent.  If  all  taxes  were 
removed  from  currency  taken  by  banks  and  they  were  allowed  cur- 
rency to  the  par  of  their  bonds,  buying  them  at  their  average  price 
during  the  eight  years  previous  to  the  panic  of  1893,  paying  2.5  income 
on  their  price — say  at  130  on  the  recently  issued  .4  per  cent  thirty-year 
bond — the  loanable  capital  on  currency  thus  taken  out  would  be  reduced 
to  73.1  per  cent  available  loanable  capital,  or  their  capital  would  be 
reduced  by  26.9  per  cent.  When  currency  is  issued  against  assets  to 
the  amount  of  the  capital,  and  100  per  cent  can  be  kept  out,  the  possible 
loanable  funds  are  doubled. 

Appendix  Q  Q,  page  450,  shows  that  the  specie  to  currency  in  the 
Canadian  banks  in- 1890  was  26.4  per  cent. 

In  all  New  England  banks  (Appendix  V  V,  page  457),  in  1856  they 
had  13^  per  cent,  and  in  all  i^oston  banks  4l|  per  cent,  of  specie  to 
currency.  The  specie  to  currency  and  deposits  in  Canada  was  only  3.8 
per  cent.  In  all  New  England  banks  in  1856  it  was  8.2  per  cent,  while 
in  the  Boston  banks  it  was  13.63  per  cent  No  man  thoroughly  familiar 
with  sound  banking  will  dispute  the  statement  that  <' specie  should  be 
held  ill  proportion  to  the  deposits  plus  the  currency"  of  banks  of  loan 
and  discount.  By  this  test  the  old  SSuftblk  system  is  shown  to  have 
provided  more  than  double  the  specie  in  1856  that  is  now  held  under 
the  Canadian  system,  and  was  more  sound  in  its  specie,  in  the  proportion 
of  82  to  38. 

Appendix  B  B,  page  451,  ought  to  dispose  of  the  bugaboo  of  the  dif- 
ficulty of  maintaining  gold  payments  through  banks,  especially  when 
it  is  known  that  gold  did  not  go  to  a  premium  even  during  the  few 
days  of  suspension  of  specie  payments  in  1857.  In  view  of  the  fur- 
ther fact  that  there  were  so  few  failures  of  banks  during  1856, 1857, 
and  1858,  that  I  have  been  unable  to  find  any  particular  mention  of 
them  in  financial  publications  of  the  day,  the  Sufiblk  system  is  vindi- 
cated. Undoubtedly  I  shall  soon  find  some  statement  of  the  facts 
concerning  these  failures. 

Appendix  S  S,  page  452,  gives  the  total  of  the  main  items  of  assets 
and  liabilities  in  all  banks  of  loan  and  discount  in  the  country  that  it 
is  necressary  to  reckon  with  in  finding  a  solution  for  our  x)resent  finan- 
cial and  banking  difficulties. 

Appendix  U  U,  page  453,  gives  an  analysis  of  each  item  in  each  bank 
in  New  Hampshire,  the  only  New  England  State  whose  complete  record 
I  have  had  time  to  analyze.  This  is  done  to  show  that  the  business  of 
each  bank  is  so  different  that  no  two  banks  can  safely  issue  the  same 
per  cent  of  currency  to  capital.  It  will  be  seen  that  some  banks  is^sued 
an  amount  of  currency  equal  to  98.7  per  cent  of  their  capital,  while 
others  could  keep  out  only  29.4  per  cent.    The  same  is  true  of  all  New 
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England  banks.    Those  issuing  the  larger  amount  were  in  every  way 
managed  as  prudently  as  those  that  issued  the  smaller  amount. 

The  issue  of  currency  to  capital  in  the  country  banks  in  Massachu- 
setts is  shown  on  page  458  to  have  been  from  32  to  112  per  cent  to 
capital. 

Appendix  W  W,  page  459,  ought  to  give  still  further  pause  to  those 
who  do  not  think  our  banks  can  maintain  at  a  parity  all  kinds  of  our         ^ 
money. 

These  exhibits  show  the  Bank  of  England  has  to-day  70.2  per  cent 
of  gold  to  currency  issued. 

New  York  in  1856  had  13.9  per  cent  to  its  currency,  and  Boston  banks 
41.5  per  cent. 

The  New  York  and  Boston  banks  have  more  than  double  to-day. 

The  Bank  of  England  has  to-day  35.4  per  cent  of  gold  to  her  currency 
and  deposits.  In  1856  New  York  had  15  per  cent  and  Boston  32.4  per 
cent. 

But  every  bank  in  Great  Britain  clears  through  the  Bank  of  England, 
and  all  the  world  as  well,  and  depends  upon  the  Bank  of  England  for 
gold.  The  small  amount  of  gold  carried  by  her  in  safely  doing  her 
immense  business  is  an  abundant  guaranty  of  our  safety.  With  the 
gold  we  now  have  we  should  be  stronger  in  gold  than  England  has 
been  at  any  time  since  sbe  adopted  the  gold  standard. 

It  has  been  nearly  the  uniform  testimony  before  this  committee  that 
what  the  South  and  West  want  is  plenty  of  money;  that  they  do  not 
want  poor  money  nor  cheap  money,  but  money  as  plenty  and  as  cheap 
as  it  can  be  and  be  good  money.  Bill  H.  B.  171  gives  them  such 
money,  and  cheaper  than  silver  and  as  good  as  gold. 

With  a  rational  national  free  banking  law,  allowing  any  five  repu- 
table citizens  in  any  place  in  any  State  or  Territory,  upon  getting 
together  a  capital  of  $20,000,  $50,000,  or  $100,000,  respectively,  accord- 
ing to  population,  and  by  so  doing  to  acquire  the  right  to  have  the 
United  States  Government  issue  to  them  an  amount  of  paper  money 
equal  to  their  capital,  at  the  cost  of  printing  it,  provided  they  will 
keep  it  at  a  par  with  all  other  money,  it  is  past  belief  that  they  will 
insist  on  having  silver  at  its  cost,  instead  of  paper  money  for  nothing 
but  the  cost  of  printing  it,  when  such  paper  money  is  kept  at  a  par  with 
gold. 

Appendix  SS,  page  452,  shows  how  many  times  each  year  the  total 
currency  issued  by  all  the  banks  in  the  Suffolk  system,  comprising  the 
six  New  England  States,  averaged  to  be  currently  redeemed. 


Appendix  A  A. 

[The  flgnres  in  tables  Appendix  A  A  and  B  B  are  from  Senate  Ex. 
Doc.  No.  38,  Part  1,  Fifty -second  Congress,  second  session,  and  from 
those  furnished  by  the  Comptroller  of  the  Currency.] 


state. 


Maine 

Massacfanaetta 

YeriDODt 

Rhode  Island 

New  York,  except  New  York 
City 

New  York  City 

Virginia 

Nortli  Carolina 

Sonth  Carolina 

Georgia 

Louisiana 

Indiana 

Michigan 

Six  New  England  States 


Year,  a 


1856 
1896 
1866 
1896 
1856 
1896 
1856 
1896 

1856 
1896 
1856 
1896 
1856 
1896 
1856 
1896 
1856 
1896 
1856 
1896 
1856 
1896 
1856 
1896 
1856 
1896 
1856 
1896 


Loans  and 
discounts. 


Dollar$. 

13,066,957 

22, 657, 042 

101,132,792 

104, 281, 682 

7, 302, 951 

12, 263, 075 

28, 679, 343 

35, 059, 948 

83, 101,  111 

112, 228, 248 

109, 000, 000 

314,423,694 

25, 319, 948 

15, 306, 994 

11, 558, 430 

6, 617, 795 

22,238,900 

5, 996, 758 

16, 758. 403 

7, 002, 886 

27, 500, 348 

14, 014, 430 

6,996,992 

82,261,800 

1, 988, 087 

42,753,780 

187.579,613 

373,252,709 


Specie. 


DcUars. 

753,085 

1, 142, 151 

4, 555, 571 

4. 561, 533 

208,858 

854,503 

548,348 

1, 137, 260 

1,200,000 
8.031,962 
11,700,000 
49, 561. 858 
8,151,109 
1, 113, 452 
1,860,995 

518, 047 
1, 228, 221 

210, 478 
1, 451, 880 

611,394 
8, 191, 625 
1,938,413 
1,599,014 
4, 680, 638 

152, 060 

3, 439, 438 

7, 308, 358 

22,182,231 


Capital 
stock. 


DoUan. 

7,899,794 
11, 156, 000 
58, 598, 800 
44,627,500 

3,856,946 

6,985,000 
20, 275, 899 
19, 337, 050 

29, 989, 690 

35, 036, 040 

55,600,000 

50,450,000 

18, 600. 188 

4,  796, 300 

6, 031, 945 

2, 766, 000 

617, 516, 600 

1.848,000 

13. 413, 100 

8. 266, 000 

19,027,728 

2,860,000 

4, 045, 823 

14, 262, 000 

730,438 

13, 109, 000 

114,475,811 

!161.086,620 


Currency. 


'>oUar$. 

077,248 

5,082,555 

26,544,315 

20,276,211 

3,970,720 

3,436,035 

5,521,909 

7,284,530 

22,940,003 

16, 443, 138 

8, 400, 000 

20,685,233 

13, 014,  026 

1. 891. 145 

5,750,092 

705, 385 

6, 604, 679 

446,785 

6, 698, 869 

1,019,438 

7, 222, 614 

997,233 

4,516,422 

4. 746, 728 

573, 840 

4,  111,  683 

53. 989, 643 

58,000,000 


Deposits. 


DoUart, 

2, 115, 202 

15,620,057 

24, 369, 126 

73,329,244 

797, 5  55 

8,542,301 

3, 141, 657 

19, 037, 535 

20, 352, 395 
109, 533, 446 

68, 500, 000 

274, 373, 015 

6.204,340 

13,591.875 
1, 101, 118 
4, 809, 968 
3, 068, 188 
3,744.482 
2,034,455 
6, 123,  760 

14, 747, 470 

14,081,010 
1, 957, 097 

29, 604, 638 
1,366,958 

34, 968, 167 

35,473,158 
264, 475, 964 


a  The  figures  for  1896  relate  to  national  banks  only. 
bProbaDly  nominal  capital  rather  than  fully  paid-up  capital. 
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State. 


Maine 

Massachusetts — 

Vermont 

Rhode  Island 

New  Tork,  except 
New  York  City. 

New  York  City... 


Year. 


1896 
1856 
1896 
1856 
1866 
1896 
1866 


Percentage  of  currency 
to- 


Cap- 
ital. 


64 
46 
45 
46 
103 
49 
27 


De- 
posits. 


1896 

38 

1856 

76 

1896 

47 

1856 

15 

1896 

41    1 

240 

33 
100 

28 
498 

40 
176 

38 

113 

15 

12 

8 


Loans 
and 
dis- 
counts 


39 
22 
26 
19 
54 
28 
19 
21 

28 

15 

8 

7 


Total 
cur- 
rency 
andde 
posits, 


70.69 
24.65 
52.13 
21.66 
83.27 
28.69 
63.73 
27.67 

66.55 

13.05 

10.92 

7.01 


Percentage  of 
specie  to — 


15 
22 
17 
22 
5 
19 
10 
10 

5 

49 

139 

240 


Cur- 

ren 

cy. 


Loans :  Cur- 
and    I  renoy 
dis-    'and de- 
counts  posits. 


6.76 
5.04 
4.50 
4.87 
2.86 
5.33 
1.56 
3.24 

1.44 

7.15 

10.73 

15.76 


10 
6 
9 
5 
4 
5 
6 
4 

3 

6 

15 

17 


Per- 
cent- 
ago  of 
loans 
and 
dis- 
counts 
to  total 
of  cap- 
ital 
and  de- 
posits. 


Percent- 
age of 
excess  of 

loans 
and  dis- 
countsto 
total  of 
capital 
and  de- 
posits in 
1856  over 
1806  on  I 
the  same 
funds. 


113.4 

84.3 
111 

88.4 
115.7 

79 
112.2 

91.4 

110.5 
77.6 
87.8 
96.9 


Total 

na- 
tional! 

and  I  Cir- 
State  cula- 
bank-  tion 

in^ 


capi- 
tal 
per 
cap- 
ita. 


34.5 

DoUs. 
8.08 
7.69 

25.6   

21.56 
9.06 

46.5    

12.60 
10.34 

22.8   

1...... 

31.62 
21.08 

60.1    

7.48 

3.67 

10.32 

a  10. 4 

13.65 

per 
cap- 
ita. 


a  Excess  in  1896  over  that  of  1866. 
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state. 


Virginia    (and 
WoHt  Virginia) 

Virginia  (old) 

North  Carolina. . . 

Sonth  Carolina. . . 

Georgia 

Louisiana 

Indiana 

Michigan 

Six  Kew  England 
SUtes 


Tear. 


1856 
1896 
1856 
1896 
1856 
1896 
1856 
1896 
1856 
1806 
1856 
1896 
1866 
1896 

1856 
1896 


Percentage  of  currency 
to— 


Cap- 
ital. 

DepoH- 
itn. 

96 

210 

39 

14 

95 

522 

26 

14 

37 

212 

24 

12 

50 

329 

31 

17 

38 

49 

35 

7 

112 

231 

33 

16 

79 

42 

31 

12 

47.1 

152.1 

36 

21.9 

Loans 
and 
di»- 


Total 
onr- 

r«noy 
and' 


coants.  dopos- 


61 
12 
50 
11 
29 

7 

40 
13 
26 

7 
65 
15 
29 
10 

28.7 
15. '6 


67.73 
12.21 
83.92 
12.65 
67.94 
10.65 
76.70 
14.27 
32.47 
6.61 
82.51 
13.81 
29.56 
10.52 

60.4 
17.9 


Percentage  of 
specie  to — 


Cur- 
ren- 
cy. 


Loans 
and 
dis- 
counts. 


24 

59 

24 

73 

19 

47 

22 

60 
118 
194 

35 

99 

27 

84 

13.5' 
38.3 


12.04 

7.27 

11.77 

7.79 

6.52 

3.34 

8.66 

7.73 

29.78 

13.83 

22.85 

14.50 

7.50 

8.04 

3.9 
5.9 


Cur- 
rency 
and 
depos- 
its. 


16 

7 
20 

9 
13 

5 
17 

9 
37 
13 
20 
14 

8 

9 

8.2 
6.8 


Per- 
cent- 
age of 
loans 
and 
dis- 
counts 

to 
total 
ofcapi- 
taland 
depos- 
it. 


age  of 
ezoeas  of 

loans 
and  dis 
counts  to 
toUlof 

capital 
and  de- 
posits in 
1856  over 

1896  on 
the  same 


112.8 

83.2 

116.2 

87.6 

110.8 

110.7 

110.8 

84.1 

81.4 

82.6 

111.6 

73.6 

04.8 

86.8 

125 
87.7 


35.6 


32.8 


na* 
tional 
and 
State 
bank- 
ing 
capi- 
tal 
per 
cap- 
ita. 


1 


81.8 


a  1.47 
61.8 


0.22 


42.5 


7.00 
6.25 
5.73 
2.03 

21.65 
2.06 

12.05 
3.08 

30.37 
4.71 
8.88 
8.10 
1.54 

10.71 


a  Excess  in  1806  over  that  of  1856. 


Appendix  0  0. 


Cir. 
cula- 
tion 
per 
cap- 
ita. 


DoUg. 

10.67 

L14 

5.79 

.44 
0.24 

.30 
6.33 

.55 
10.20 

.89 
3.84 
2.16 

.77 
L06 

16.38 
ILIO 
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Wealth  of  the  following  StaieSy  m  shown  hy  the  United  States  Census. 


State. 


Massachusetto  . 

Rhode  Island  . . 

Vermont 

Maine 

Virginia 

Old  Virginia... 
North  Carolina. 

Georgia 


Year. 

Wealth. 

Wealth  per 
capita. 

DoUara. 

IhUars, 

1860 

815,237,433 

662 

1890 

2,803.645,447 

1,252 

1860 

135,337,588 

775 

1890 

504, 162. 852 

1,450 

1860 

122,477,170 

380 

1890 

265,567,328 

700 

1860 

190, 211,  600 

303 

1890 

489, 134, 128 

740 

1800 

793,240,681 

407 

1890 

B62, 318, 070 

521 

1860 

358, 730, 399 

361 

1890 

684,148,900 

861 

1860 

645,895,237 

eii 

1800 

852,409,440 

464 

APPENDIX  DD. 

Total  capital  of  hanks  of  loan  and  discounts  in  1896,  in  States  named. 


State. 


Virginia 

Nonh  Carolina 
Sonth  Carolina. 

Georgia 

Louisiana 

Indiana 

Michigan 


State  banks. 


Dollars. 
6, 241, 365 
2,348,160 
1, 831, 405 
2,056,517 
2,028,325 
4, 920, 400 

12, 561, 104 


National 
banks. 


DoUarg. 
4,706.300 
2,706,000 
1, 818, 000 
3,266,000 
2,860,000 
14,262,000 
13, 109, 000 


Total  bank  . 
capital. 


I>oUar».     ^ 
11, 037, 666 
5,114,160 
8,679,406 
6,222,517 
6,788,325, 
10.182,400* 
26,670,104 
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Appendix  E  E. 

Ttcelve  Virginia  hanks  in  1860. 


Bank. 


Bank  of  Virginia 

Fanners'  Bank 

Exchange  Bank 

Nortliwustoru 

Merchants  and  Mechanics' 
(Wheeling) 

Bank  of  the  Valley  (Win- 
chester)   

Bank  of  Howardsvilie 

Bank  of  Old  Dominion 
(Alexandria) 

Bank  of  Rockhridge 

Bank  of  Rookineham 

Bank  of  Fincasfle 

Morchanta'  Bank  (Lynch- 
burg)  


Loans  and 
discounts. 


DoUart. 
4,767,614 
6.295.722 
6, 6S3. 362 
1.385,084 

1.573,669 

2,244,759 
157,006 

411, 151 

00,533 

149,954 

114,685 

358,832 


Specie. 


DoUart. 
601, 186. 85 
594, 561.  M 
535, 038. 00 
199,032.00 

328,037.00 

355,964.00 
34,012.00 

74.950.00 
25,368.00 
41,800.00 
33,749.00 

58,505.00 


Capital. 


DoUart. 
2,651,260 
3, 150, 900 
3,048,600 
867,100 

784,200 

1.215,000 
181,000 

404,000 
106,800 
211.200 
150,000 

500,000 


Circulation. 


DoUart. 
1,381,064 
1,762,021 
1,693,817 
702,049 

1,479,203 

1,268,702 
167,886 

296.885 
125,000 
178,995 
164,985 

287,291 


Deposita. 


DoUart. 
2, 050, 550 
2,500,078 
1, 739, 870 
236,304 

242,607 

424,748 
24,702 

122,882 
40, 416 
47,692 
22,375 

95,284 


Circulation 

and 
deposits. 


DoUart. 

3,431,614 

4,262,009 

3,433,687 

938,353 

1,721,810 

1,092,450 
192,588 

419,267 
165, 416 
226,087 
187,360 

382,575 


Appendix  PP. 

Twelve  Virginia  banks  in  1860, 


Bank. 


Bank  of  Virginia 

Farmers*  Bimk 

Exchange  Bank 

North  western 

Merchants  and  Mechanics*  (Wheeling) 

Bank  of  the  Valley  ( Winchester) 

Bank  of  Howardville 

Bank  of  Old  Dominion  (Alexandria). . 

Bank  of  Rockbridge 

Bank  of  Rockingham 

Bank  of  Fincaatio 

Merchants'  Bank  (Lynchburg) 


Per  cent 
of  cur- 
rency to 
deposits. 

Percent 
of  specie 
to  cur- 
rency. 

Per  cent 
of  specie 
to  cur- 
rency and 
deposits. 

Per  cent 
of  specie 
to  capital. 

Per  cent 
of  cur- 
rency to 
capital. 

67 

44 

18 

23 

52 

70 

34 

14 

19 

56 

97 

32 

16 

18 

56 

297 

28 

21 

23 

81 

610 

22 

19 

42 

189 

299 

28 

21 

29 

104 

680 

20 

18 

19 

93 

241 

25 

18 

19 

73 

809 

20 

15 

24 

117 

375 

23 

18 

20 

86 

737 

20 

18 

22 

110 

302 

20 

15 

12 

67 

Per  cent 
of  cur- 
rency to 
loans  and 
discounts. 


29 

28 

30 

61 

9i 

57 

107 

72 

126 

119 

144 

80 


Appendix  GG. 


Stote. 


Virginia 

North  Carolina 
South  (}arolina 

Oeori^a 

Louisiana 


CorrencY  notes 

issued  by  the 

banks,  1896. 


DoUart. 

1,891,145 
705,385 
446,785 

1, 019, 438 
997,233 


Currency  notes 
that  would  bo 
in  circulation 
were  there  the 
same  percent- 
age of  circula- 
tion to  bank- 
ing capital  to- 
day as  in  1856. 


DoUart. 
10, 596, 158. 40 
4,858,452.00 
1,361.379.85 
3,111,158.50 
2,198,563.50 


Car  rency  notes 
that  would  be 
in  circulation 
were  there  the 
same  per  cap- 
ita  in  circula- 
tion to-day  as 
in  1856. 


DoUart. 

13,343,400 

9,528,100 

9,985,600 

12,322,000 

13,753,600 
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APPENDIX  HH. 

SUitemeni  shotdng  hy  calendar  years  ike  importe,  exports,  and  production  of  gold  and  ike 
net  increase  or  decrease  of  the  stock  of  gold  from  1880  to  1895,  inclusive. 

UNITED  STATES. 


Tear. 


1880. 

1881. 

1882. 

1883. 

1884. 

1885 

1886. 

1887. 

1888. 

1889. 

1800. 

1891. 

1892. 

1893. 

1894. 

1895. 


Total . 
Net  increase . 


Imports  of 
gold. 


Dollars. 
80, 758, 396 
100, 031, 2.M) 
34, 377, 054 
17, 734, 149 
22,831,317 
26,691,696 
20, 743, 349 
42, 910, 601 
43, 934. 317 

10. 372. 145 

13. 097. 146 
18,  516, 112 
50, 162, 879 
22.060,380 
72,980,563 
36, 384, 700 


613,604,123 


Prodaction 
of  gold. 


Dollars. 
36, 000. 000 
34, 700, 000 
32, 500, 000 
30,000,000 
30, 800, 000 
31, 800, 000 
35, 000, 000 
33,000,000 
83,175,000 
32, 800. 000 
32,845,000 
33, 175, 000 
33,000,000 
35, 955, 000 
30,500,000 
46,610,000 


650, 860, 000 


Total. 


DoUart. 
116,758,396 
134,731,250 
66, 877, 054 
47, 734, 149 
53, 631, 317 
68, 491, 696 
55,  743,  349 
75. 910. 601 
77, 109, 317 

43. 172. 145 

45. 942. 146 
51,691,112 
83, 162, 879 
58,024,380 

112,489,563 
82, 994, 760 


1,164,464,123 
526,698,666 


Exports  of 
gold. 


Dollars. 

8,639.025 

2, 565, 132 
32,587,880 
11,600,888 
41,081,057 

8,477,892 
42. 952. 191 

0. 701, 187 
18, 376, 234 
60, 033, 246 
17, 350, 193 
86, 462, 880 
50, 305, 533 
108, 966, 655 
77, 162,  228 
66,502,136 


637, 765, 257 


Net  in- 
crease of 
gold  stock. 


Dollars. 
113,119,371 
132.166, 127 
34, 289, 174 
36, 133, 261 
12, 549, 360 
50,013.804 
12,791,158 
66, 200, 414 
58, 733, 083 


28,601,953 
'32,'867*346 


Not  de- 
crease of 
gold  stock. 


Dollart. 


35,327,335 
16,492,624 


16,861.101 
'34,"77i,"768 
'si),' 042,*  275 


629, 274, 010 
526, 698, 866 


102,575,144 


Estimated  to  liave  been  used  in  the  industrial  arts  in  the  United  States  from  1880  to  1895, 
inolnsivo ^229,672,155 

BUBEAU  OF  THE  MiNT,  January  88,  1897. 

ENGLAND. 


-4 


1880. 
1881. 
1882. 
1883. 
1884. 
1885. 
1886. 
1887. 
1888. 
1889. 
1890. 
1891. 
1892. 
1893. 
1894. 
1895. 


Total  . 
Net  increase , 


DoUara. 

46, 012. 081 

48,484,969 

60, 963, 524 

37, 743. 601 

62, 287, 662 

65, 097, 034 

65, 173, 415 

48, 447. 594 

76, 830, 297 

87, 178, 671 

114,693,910 

147, 472, 002 

108,413,125 

120. 978, 231 

134,500,674 

176, 197, 803 


1.394,564,593 


DoUars. 


1,000 


1,000 

146,000 

61,400 

3,000 

67,000 

51,200 

42,300 

66.800 

107,  000 


548,700 


Dollart. 

46, 012, 081 

48,  484,  969 

flO.963,624 

37,744.601 

62, 287, 662 

65, 097, 034 

e5, 173.  415 

48, 448, 594 

76, 976, 297 

87, 243, 071 

114, 696,  910 

147, 539, 002 

103,464,325 

121, 020, 531 

134, 656, 474 

176,304,803 


1,395,113,293 
250, 845, 263 


Dollars. 
57, 564, 962 
75,426,090 
68, 513, 842 
34, 510, 128 
68,460,481 
58, 061, 325 
07,078,405 
46, 373, 968 
72,725,672 
70, 346, 806 
69, 623, 497 

117. 684, 800 
75,187,425 
94, 959, 241 
76, 208, 306 

104,094,683 


1,135,768,080 


DoUars. 


11, 449, 682 
3,234,473 


7,035,709 


8,075,226 
4,250,625 
16, 896, 266 
45.078,413 
29,904,202 
28.276,900 
26,061,290 
68, 448, 168 
72, 210, 120 


305, 916, 074 
259, 345, 263 


Note. — No  ostimateH  are  at  Land  of  gold  cousumed  in  the  arts. 
BCRBAU  OF  THE  MiNT,  February  6,  1897. 


Dollart. 
11,552,881 
26, 940, 121 


6,172,819 
1,  v04, 990 


46, 570, 811 
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Appendix  H  H — Continued. 

FRANCE. 


Year. 


1880. 
1881. 
1882. 
1883. 
1884. 
1886. 
1886. 
1887. 
1888. 
1889. 
1890. 
1801. 
1892. 
1893. 
1894. 
1806. 


Total.. 
Net  increase. 


Imports  of 


DoUart. 
37, 606, 278 
46. 050, 710 
64,703,341 
12,462,010 
24,608.043 
47,018,663 
50, 364, 669 
17,082,216 
19,514,968 
65, 161, 124 
22,528,197 
09,462,638 
74,879,010 
68,890,873 
88,638,554 
48, 872, 298 


737,181,472 


Production 
of  gold. 


DoUart. 


266,000 
123,000 
135.900 
129,700 
186,800 


839,900 


Total. 


DoUars, 
37, 605, 278 
45,059,710 
54,703,341 
12,462,010 
24,598,043 
47,018,663 
60, 354, 659 
17,982,216 
19,514,968 
66,427,124 
22, 651, 197 
69,698,538 
74,508,710 
50,076,173 
88,538,554 
48,872,298 


737, 971, 372 
143, 306, 209 


Exports  of 
gold. 


DoUart. 
78, 737,  824 
43, 054, 440 
37, 068, 545 
26, 028, 752 
15,806,983 
38,816,482 
88, 233, 403 
49,809,821 
37, 136, 702 
24, 974, 151 
48, 153, 116 
45,430.120 
20,887.982 
22.656,160 
20,767,201 
47, 165, 473 


504,676,163 


Ket  in. 

crease  of 

gold  stock. 


DoUars. 


2, 005, 270 
17, 634, 706 


8,701,060 

8, 202, 071 

12, 121, 256 


40,452,073 


24, 168, 418 
63, 670, 728 
36, 520, 004 
67,771,353 
1,706,825 


273,044,754 
143, 396, 200 


Net  de- 
crease of 
gold  stock* 

DoUart. 
41,132,646 


13,566,742 


31.827,605 
17,620,734 


25,501,918 


129,649,645 


Note.— No  estimates  are  at  hand  of  gold  constimed  in  the  arts. 
Bureau  of  the  Minr,  February  6, 1897. 

Appendix  II. 

Foreign  eammerce  in  merchandise  of  France,  Germany,  and  the  United  Kingdom,  1880 

to  1805,  inclusive. 


Year. 


1880 
1881 
1882 
1883 
1884 
1885 
1886 
1887 
1888 
1889 
1890 
1891 
1892 
1898 
1894 
1805 


France. 


Imports. 


DoUart. 

1,179,809,000 

1,157,266,600 

1,150,646,700 

1, 136, 133. 100 

1,011,127,000 

951,490,000 

987, 503, 800 

953, 941, 100 

1, 001, 129, 600 

1,026,817,900 

1. 052, 313, 200 

1, 146, 091, 900 

991, 228, 700 

965. 639. 500 

925,415,700 

949,482,800 


Exports. 


DoUars. 

800,173,900 

911, 724, 280 

919, 452, 000 

880. 400, 100 

814,151,200 

763,469,400 

810,458,700 

817,972,600 

820,552,600 

927,075,500 

934, 158, 600 

912,986,500 

878,400,900 

834,095,200 

796, 047, 800 

885,734,000 


Excess  of  im< 
ports. 


DoUars. 
289, 636, 100 
245,642,320 
231, 104, 700 
266, 733, 000 
106. 075, 800 
188,020,600 
168.045,100 
135,068,500 
171, 577, 000 
90,742,400 
188, 154, 600 
133, 106, 400 
112. 827, 800 
120, 044. 300 
129, 367, 9U0 
63,747,900 


Year. 


1880 
1881 
1882 
1883 
1884 
1886 
1886 
1887 
1888 
1889 
1890 
1891 
1892 
1893 
1894 
1895 


Germany. 


Imports. 


DoUart. 
1,039,869,800 
1,125,084,142 
1, 156, 680, 000 
1,202,233,200 
1, 152. 729, 200 
1,029,254,800 
1,  C25, 589, 600 
1,095,276,000 
1, 162, 820, 400 
1, 324, 327, 200 
1,366,762,600 
1,068,834,200 

998,481,400 
1,013,118,400 

988,866,200 
1,066,030,432 


Exports. 


DoUars. 

1,038,013,200 

1, 081. 305, 400 

1, 163, 653, 400 

1, 194. 569, 600 

1, 140, 948, 200 

1,014,641,600 

1, 043, 772, 800 

1, 100, 678, 600 

1,107,437,800 

1,116,887,000 

1,153,824,000 

810,323,400 

755,483,400 

786,256,800 

752, 246, 600 

871,626,734 


Excess  of  im- 
ports. 


DoUars. 

1,356,600 

43.778,742 

*6,978,400 

7,663,600 

11,781.000 

14, 613,  200 

*  18, 188,300 

*5.402,600 

56, 382, 600 

208,940,200 

212, 938, 600 

258,510.800 

242,998,000 

226,861,600 

236, 619, 600 

183,413,798 


*  Excess  of  exports. 
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Appendix  1 1 — ^Continued. 

Foreign  oammeroe  in  merohandise  of  France,  Germany,  and  the  United  Kingdom,  1880 

to  1895,  inclusive — Continaed. 


Years. 


1880 
1881 
1882 
1883 
1884 
1865 
1886 
1887 
1888 
1889 
1800 
1891 
1802 
1803 
1894 
1895 


Unitod  Kingdom. 


ImjiorU. 


DoOart, 
2. 001. 148. 878 
1,932,109,443 
2,009,050,922 
2,077,467,870 
1,898,025,408 
1,805,315.553 
1,702,610,586 
1,762,780,440 
1,886,420,343 
2,081,008,356 
2,047,297,603 
2,110,074,911 
2, 062, 802, 926 
1,060,415,018 
1,087,210,018 
2,027.820,221 


Exports. 


DoUart. 
1,393,835,000 
1.445,753,325 
1. 402, 364. 365 
1,486.400.502 
1,440,326,243 
1.390.067,405 
1,308,801,227 
1,868,765,380 
1,453.027,603 
1,535,831,772 
1, 507, 438, 932 
1,504,301,909 
1.419,266,868 
1,348,693,301 
1, 332, 378, 022 
1,000,293.763 


Excess  of  im- 
ports. 

DoOan. 
607,312,670 
486, 356, 118 
517,595,557 
501, 058, 368 
457,600,255 
484,348,058 
303, 719. 350 
301,014.610 
433,401,740 
545,266,584 
450, 858, 671 
614,773,002 
643, 126, 058 
620,721.627 
654.831,006 
028,526,458 


■4 


Appendix  J  J. 

Profit  on  gold  coin  in  certain  years  when  used  by  hanks  to  buy  legal-tender  notes  with; 
using  the  notes  to  buy  United  States  bonds  with;  using  the  bonds  to  secure  currency  notes 
with;  loaning  the  currency  at  6 per  cent. 


Year. 


1860. 
1861. 
1862. 
1863. 
1864. 
1866. 
1866. 
1867. 
1868. 
1860. 


State-bank 
cnrrency. 


DoUart. 
207,102,477 
202,005,767 
183, 702, 079 
238,677,218 
170, 157, 717 
142,010,638 
19, 006, 163 
4,484,112 
3, 163, 771 
2,558,874 
Average  gold  value  of 


National- 
bank  cur- 
rency. 


Dollars. 


81, 235, 270 
146,137,860 
281, 410, 008 
208, 625, 370 
299,762,855 
299,742,475 


Total  bank 
currency. 


DoUars. 
207,102,477 
202,005,767 
183,702,079 
238, 677, 218 
210,392,087 
280,057.408 
301,476,071 
303, 100, 491 
302,926,026 
302, 301, 349 


egal-tendor  notes  was . . . . 


Gold 
value  of 
legal-ten- 
der notes. 


DoUars. 
1.00 
1.00 
.883 
.689 
.492 
.636 
.71 
.724 
.716 
.752 
.70 


Profit  on  gold 
used  by  a  bank 
for  currency  at 
value  given  of 
legal-tender 
notes. 


Value. 


DoUars. 


.87 
.70 
.50 
.64 
.70 
.70 
.70 
.75 
.70 


Profit. 


Per  ct. 


6.8 
11.7 
21.7 
14 

11.7 
11.7 
11.7 

9 
11.7 


Total  vol- 
umeof 
United 
States  frac- 
tional cur- 
rency, de- 
mand notes, 
and  legal* 
tender  notes. 


Dollars. 


149,660,000 
411,190,065 
470. 105, 080 
456,072,257 
427,851,178 
400.091.121 
388,627.552 
388,049,831 


Total  vol- 
ume  of  all 
currency. 


Dollars. 
207,102,477 
202.005,767 
333,462,079 
649, 867, 283 
680,588,067 
745, 129, 755 
720,327,254 
703,200,612 
601, 553, 578 
690,351,180 


National  currency  reached  its  maximum  of  $352,464,788  in  1882,  the  legal  tenders  of  $440,888,002  on 
January  30,  1864. 
National-bank  act  was  approved  on  February  25, 1868. 

Act  imposing  a  tax  of  10  per  cent  on  State-bank  currency  approved  January  26, 1867. 
First  legal-tender  notes  issued  March  17, 1862. 
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Appendix  KK. 

Public  deposits  in  United  States  money  with  the  Bank  of  England,  averaged  by  months  and 

years,  1889  to  1896,  and  nine  months  in  1896. 


Honth. 


1889. 


Jannary . . . 
February.. 

March 

April 

May 

Judo .. 

July 

August 

September . 

October 

November . 
December. . 


Average,  1889 . 
1890. 


Jannary . . . 
February . . 

March 

April 

May 

June 

July 

August — 
September . 
October — 
November . 
December., 


Average,  1890 


1891. 


January... 
February . . 
March .... 

April 

May 

June 

July 

August — 
September. 
October — 
November . 
December., 


Average,  1891. 


1892. 


January  • •  • 
February.. 

March 

April 

May 

June 

July 

August — 
Septeml>er. 

October 

November . 
December.. 


Average,  1892. 


Deposits. 


Dollars. 
28,715,810 
46,702,944 
56. 670. 220 
40. 403,  248 
47, 181, 112 
M^,  125, 621 
32,251,575 
20, 458, 802 
23,340,506 
20, 732, 230 
23,965,571 
24,395,064 


35.163.400 


30, 573, 548 
43,529,164 
50,316,422 
41, 342, 197 
32.483,430 
34,593,403 
22,467.600 
14,638,860 
14,560,188 
18.309,954 
16,442,030 
23,198,859 


28,545,480 


27.229, 
51,613, 

61. 675, 
43.722, 
83,852, 
33,183, 
22,426, 

19. 676, 
24,195, 
22,450, 
22,503, 
26,474, 


250 
636 
242 
821 
001 
335 
136 
184 
021 
211 
771 
180 


32,416,812 


29,163,518 
36,741,724 
51, 304, 551 
81,963,556 
27,208,622 
32, 715, 231 
23, 171. 650 
18, 541, 413 
20, 154. 546 
25, 680. 691 
22, 046, 982 
20.455,744 


28,277,352 


Month. 


1893. 


January . . . 
February . . 

March 

April 

May 

June 

Inly 

August  — 
Seplembor 
October. . . . 
November . 
December. . 


Average,  1803. 


1804. 


January . . . 
February . . 

March 

April 

May 

June 

July 

August 

September . 

October 

November . 
December.. 


Average,  1894. 


1895. 


January . . . 
February . . 
March . . . . . 

April 

May 

June 

July 

August 

September . 
October — 
November . 
December.. 


Average,  1895 . 


1806. 


January . . 
February . . 

March 

April 

May 

June 

July 

August 

Sei^mber 


Average  (9  months) 


Deposits. 


DoUars. 
28,516,858 
32, 828, 169 
47,338,484 
29,286,003 
31.287,434 
35, 480, 970 
25. 627, 320 
19,538,201 
18, 272, 593 
23, 103, 850 
20,019,438 
20,070,052 

27, 572, 854 


27,817,521 
42, 585, 000 
55, 621. 025 
42,786,163 
38, 000, 455 
43,033,973 
87,918,167 
27, 502. 218 
20, 003. 020 
25, 095,  OGl 
26,573,523 
23, 300, 388 

34,272,435 


30,692,465 
29,417,068 
6, 890. 862 
78,827,109 
61,221,110 
42, 302, 046 
34, 758. 888 
80, 503, 728 
31, 833, 314 
25,528,715 
30, 030. 174 
40. 815, 457 

36, 001, 744 


44,732.405 
71,838,205 
00, 683, 520 
70,287,516 
71, 436, 336 
66,755,065 
39, 044, 289 
32, 826,  981 
35. 659, 050 

58, 140. 385 
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Appendix  K  K— Continued. 

Balance  to  credit  of  the  Crerman  Empire  toiih  the  Imperial  Bank  of  Germany  in  United 

States  money. 


Dftte. 


\     January  1- 
1801.. 


1802 
1893 
1894 
1895 


Amount. 


DoUars. 

11,351,257 

22,840.349 

20.455,963 

15,409.427 

21.365,084 


-« 


Appendix  LL. 

Public  deposits  with  the  bank  of  France,  averaged  by  months  and  years,  1892  to  1896,  in 

United  States  money. 


Month. 


1892. 


January 

February 

March 

April 

Mky 

June 

July 

Auicuftt 

September  — 

October 

November.  — 
December .... 

Average 


DoUart. 
61,561,225 
62, 777, 850 
37, 666, 710 
30, 780, 612 
33.822,175 
43, 117, 190 
67, 887, 675 
83, 582, 137 
67, 157, 700 
64, 481, 125 
68, 982, 638 
61, 901, 880 


56,076,576 


1803. 


poUars. 
25,062,475 
14, 356. 175 
18,006,050 
22, 020, 912 
18. 371, 038 
23, 553, 860 
29,  807, 312 
34, 844, 140 
20, 682, 625 
25, 427, 462 
31,924,240 
28, 347, 863 


24,366,970 


1894. 


DoUart. 
26,157,437 
40.026,968 
27.  739, 050 
19.952,650 
27, 739, 050 
28,225,700 
25, 184, 137 
42, 435, 880 
31,267,263 
31, 023, 937 
89, 020, 330 
33, 335. 525 


1895. 


31,009,743 


DoUars. 
26. 279, 100 
26. 400, 762 
27,405,725 
26, 765. 750 
36. 336. 535 
39, 540, 313 
35, 647, 112 
64, 043. 140 
53.400.838 
47. 886. 360 
43. 100, 187 
42, 825, 200 


30,151,668 


a  Returns  not  received  December,  1896. 

Appendix  M  M. 


1896. 


DoUars, 

36,693,410 

42, 825, 200 

44.406,812 

36,693.410 

84,552.150 

33, 457, 188 

44,677.140 

50,733.262 

62.071.550 

55,478,100 

(a) 

(a) 


43,148.822 


Average  amount  of  free  moneys  in  the  United  States  Treasury  from  1882  to  1891,  inclusive. 

[The  average  free  moneys  in  Treasury  in  1806  was  $294,156,607.] 


For  the  year  ending  January  1 — 


A  veraee  balance 

in  Uuiled  States 

Treasury. 


1882 

1883 

1884 

1885 

1886 

1887 

1888 

1880 

1890 

1891 

Ten  years 
Average 


DoUars. 
250, 934, 468 
251, 642. 569 
257,052,498 
254,581,816 
271,049,180 
323. 410. 448 
844, 787, 104 
367, 219, 520 
809, 736. 088 
250,945,453 


2.681,359.144 
288,135,914.40 


Average 

rate  of 

interest. 


Per  emL 
3.918 
8.843 
3.907 
3.030 
3.971 
4.089 
4.102 
4.067 
4.056 
3.860 


39. 752 
3.975 


Annual  interest. 


Dollars. 

0, 831, 612. 57 

9.  670.  023. 96 
10, 043, 041. 10 
10. 005, 066. 37 
10. 763,  3C2. 94 
13, 224, 253. 22 
14. 143, 167. 01 
14, 934, 817. 88 
12,562,895.87 

9,709.079.58 


114,887,019.50 
11,488,791.96 


Total  interest  aa 

of  January  1, 

1896.  compounded 

annually. 


DoUart. 
16,838,200 
15,789,140 
15,007.540 
15. 280. 090 
15,888,030 
18,967,700 
19. 508. 300 
19. 742, 000 
15.947,500 
11,738.370 


165. 616, 470 
16.561,647 


Jo8.  S.  McCoy, 

Government  Actuary. 
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Appendix  N  N. 

Decrease  in  ike  national  debt  from  Us  highest  pointf  August  SI,  1866,  to  December  1,  1895, 


Aug.  31- 

1^... 
July  I— 

1866... 

1867... 

1869... 

1869... 


Bebt  on 
Debt  bearing  '  which  inter- 


inteiest. 


1870. 
1871. 


DoUars, 
2,381,530,294.96 

2,332.331,207.60 
2,248,067.387.66 
2,202,088,727.69 


est  has 
coaaed. 


DoUan. 


Debt  bearing 
no  interest. 


DoUan. 


Total. 


DoUars. 


1, 503, 020. 09.461, 616, 311. 51 2, 844. 619, 626. 56 

I  ' 

035, 002. 05  429, 187, 784. 04  2, 762, 454, 033. 60 
1, 840, 015. 01)409, 450. 321. 20  2, 659, 358, 323. 87 
1, 197, 340. 89  390, 723, 142. 61 2, 594, 009, 211. 19 


2, 162, 000, 522. 39  5, 260, 181. 00  390, 641, 870. 55  2, 557, 902, 573. 94 


2,046,455.722.39 
1,934,096,750.00 
1872 11,814,704,100.00 


3, 708, 641. 00  396, 060, 044. 42  2, 446, 125. 307. 81 
1. 948, 902. 26':)96, 679, 380. 06  2, 333, 325, 032. 32 
7, 026, 797. 26  398, 444, 131. 52  2, 221, 165, 028. 78 


1873 Il,  710, 483. 950. 00  51, 929, 710. 20  400, 879, 332. 94  2, 163, 292, 993. 20 


1874. 
1875. 


1, 738, 930, 750. 00  3, 216, 590. 26  427, 958, 028. 17  2, 170, 105. 368. 43 
1, 722, 076, 300. 0011, 425, 820. 26|417, 971,  IIL  09  2, 152, 073, 231. 95, 

1876 1, 710, 685, 450.  OO'  3, 902, 420. 26,404, 285, 796. 80  2, 118, 873. 667. 15' 

1877.... 


1,7U,888,500.00 


16,648,860.26 


1878 1, 794, 736, 650. 00 

1879 |I,  797, 643, 700. 00 

1880 1,723,093,100.00  7,621,455.26 

1881 1,839,567,750.00  6,723,865.26 


5.594,560.26 
37.015,630,26 


380, 231, 431. 84  2, 108, 768, 792. 10 


363. 291, 082. 27  2, 103, 621, 292. 53 
362, 585, 091. 78  2, 197, 244, 422. 04 
353, 956, 945. 37,2, 085, 571, 500. 63 
353, 847, 504. 32  2, 000, 139, 119. 58 


1882 1, 463, 810, 400. 00 16, 260, 805. 26 

1883 II,  3.38, 229, 150.  OOJ  7, 831, 41.'i.  26 

1884 1,226,503,850.0019,656,205.26 

1885 1. 196, 150, 950. 00  4, 100, 005. 26 


353,787,958.37 
353,740,691.81 
353,719,517.31 


1886 1, 146, 014, 100. 00 

1887 1,021,692,350.00 

950,522,500.00 
829,853,990.00 


1888 
1889 


1800. 
1801. 
1892. 
1803. 


1894 

1895 

Deo.11896 


Total 
Net  deer. 


725, 313, 110. 00 
610, 529, 120. 00 
585, 029, 330. 00 
585,037,100.00 


635.041.890.00 
716,202.060.00 
747,361,960.00 


9,704,445.26 
6.115,165.26 
2,496,095.26 
1,911,485.26 


1,815,805.26 
1,614,705.26 


1,833,8.59,164.03 
1,699,801.257.07 
1, 599, 9.39, 572. 57 


353, 703, 141. 88  1. 553, 055, 087. 14 


353. 092, 548. 52 1, 509, 411, 003. 78 
353, 685. 110. 37  1, 381, 492, 625. 63 
353, 660, 467. 32 1, 306, 679, 062. 58 
353, 654, 148. 97 1, 185, 419, 624. 23 


2,094,060.26 


1, 851, 240. 20 
1,721.500.20 


353, 648, 669. 47  1. 080, 777, 474. 73 
393, 662, 735. 35 1, 005, 806, 560. 61 
968. 218,  &40. 63 
961,431,760.13 


2, 785, 875. 20  380, 403. 635. 37 


374,300,005.87 


380, 004, 686. 42 1, 016, 897, 816. 68 
378, 869, 469. 991, 096, 913, 120. 25 


Decreaae. 


Dollars. 


82, 106, 592. 87 

103, 095. 709. 82 

65, 349, 112. 68 

36,046,637.25 


Increase. 


DoUars. 


286,687,052.62 


111,837,266.13 

112,800.275.49 

112,160,003.54 

57,872,035.58 


394,669,580.74 


18,032,136.48 
33, 199, 564. 80 
10,104,875.05 


054,524,201.10 


111.672,921.41 
85,432,381.05, 


106,629,672.52 


166,279,955.55 

134. 057, 006. 96 

99, 861, 684. 50 

45,084,485.43 


446,184,032.44 


44, 543, 093. 36 
127,918,468.15 

74,813,563.05; 
121,259.438.35 


368,535,462.91 


104, 642, 149. 50 

74,970,914.12 

37, 587, 719. 98 

6,787,074.50 


223,987,858.10 


1,676,180.26  376,845,857.641,125,883,097.00 


0.812.375.23 


54. 852, 500. 43 
33, 623, 120. 51 


«     •     •     ■    4 


55,466,050.55 
80,015,303.67 
28.970.877.65 


164,452,231.77 


1 ,  978, 505, 865. 60  259, 740, 236. 94 


1,718,765,628.66 


cus- 


-29 


a  Net. 
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Appendix  O  O. 

Seven  Staiee  in  the  territory  largely  using  gold  as  currency,  and  where  a  large  majority  of 

obligations  are  made  payable  in  gold. 


Soven  States. 


California 

Colorado 

Idaho  

Montana 

Nevada  

Oregon 

Waahinc^n 

Total  of  seven  States 


Loans  and 
discounts. 


$9,839,095 
38, 001, 634 
1, 197, 733 
9, 619, 488 
181,518 
6, 372, 213 
7,038,013 


44,250,596 


Specie. 


$2, 552, 622 
4, 797, 093 
206,630 
1,  074, 664 
11,607 
2,761,103 
1, 303, 583 


12,667,302 


Capital 
stock. 


$5, 025, 000 
5, 487, 000 
075,000 
3, 350, 000 
82,000 
3,170,000 
4,778,000 


Currency. 


$1, 407, 280 
1, 107. 030 
162,825 
659,740 
18,450 
093.047 
911,200 


22,567.000      5,259,572 


Deposits. 


$10, 168, 480 

24, 289, 417 

1,846,375 

11, 418, 180 

151,443 

7,847,682 

6,468,978 


01,180,555 


Appendix  P  P, 

Seven  States  in  the  territory  largely  using  gold  as  currency  and  where  a  large  majority 

of  obligations  are  made  payable  in  gold — Continued. 


Seven  States. 


California 

Colorado 

Idaho 

Montana 

Nevada 

Oregon 

Wnsniugtou 

Total  of  seven 
gold  States... 


Percent- 
age of 
currency 
to  capi- 
tal. 


28.0 
20.2 
24.1 
19.7 
22.5 
31.3 
19.1 


23.4 


Percent- 
age of 

currency 
to  de- 
posits. 


13.8 

4.56 

8.8 

5.8 

12.2 

13.6 

14.1 


Percent- 
age of 
currency 
to  loans 
and  dis- 
counts. 


14.3 
6.2 
13.6 
6.0 
10.2 
15.0 
12.9 


8.6 


12 


Percent- 
age of 

currency 
to  totai 
of  cur 


Percent- 
age of 
specie  to 


of  cur-  "*~""'  '*' 
rencyand«""^°^y- 
deposits 


12.2 

4.54 

8.1 

5.5 

10.9 

11.9 

12.3 


118.1 
443.3 
116.4 
116.3 
63 

227.8 
114.3 


7.9 


224.09 


Percent- 
age of 
specie  to 

loans 
and  dis- 
counts. 


26.9 
26.6 
22.3 
11.2 
6.4 
43.3 
18.5 


81 


Percent- 
age of 

specie  to 
total  of 

currency 
and  de- 
posits. 


22.1 
18.9 
1*3.3 
8.9 
6.8 
33.1 
17.7 


19.1 


Percent- 
age of 
loans  and 
discounts 
to  total 
of  capital 
and  de- 
posits. 


64.6 

eo.5 

47.5 
65.2 
77.8 
60.7 
62.6 


52.5 


Note.— The  hanks  in  these  seven  States  hold  ahout  $1  in  silver  to  $15  in  gold. 


Appendix  Q  Q. 

Capital  J  etc.,  of  the  chartered  banks  in  the  Provinces  of  the  Dominion  of  Canada  on 

August  31,  1S96. 


Province. 


Ontario 

Quebec 

Nova  Scotia 

New  Brunswick. 

British  Columbia 

Prince  Edward  Island 

Total 


Capital. 


$17,790,836 

34. 819, 582 

5, 561, 655 

880,000 

2, 920, 000 

248,686 


62,220,759 


Bank 
currency. 


$10, 052, 035 

15, 586, 882 

4, 143, 952 

694, 510 

928,045 

102,890 


31,500,154 


Deposits. 


$70,528,018 

00,348,892 

21,027,449 

2, 275, 891 

4, 058, 115 

176,923 


188,416,188 


Specie. 


$2,988,482 

3, 678. 171 

873,204 

176,541 

605,200 

7,697 


8,320,395 


Loans  and 
discounts. 


$77,481,310 

U3. 408, 684 

25,622,904 

3,704,680 

3,574,422 

488, 656 


234.280,571 


FINANCIAL   AND   BANKING  SITUATION. 


451 
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Capital,  i'tc\f  of  the  chartered  hanks  in  the  Provinces  of  the  Dominion  of  Canada  on 

August  SI,  189G — Continaed. 


Province. 


Ontario 

Quebec 

Nova  Scotia 

New  Brunswick 

British  Columbia 

Prince  Edward  Island 

Total 


Percenf  Age  of  bank  currency  to — 


Capital. 


50.5 
44.8 
74.5 
78.9 
31.8 
41.4 


50.6 


Deposits. 


Loans. 


14.2 
17.2 
19.7 
30.5 
22.9 
58.1 


12.9 
13.7 
16.2 
18.8 
25.0 
20.6 


16.7 


14 


Currency 

and 
deposits. 


12.5 
14.7 
16.4 
2.').  4 
18.6 
36.7 


14.8 


Percentage  of  spei 

do  to — 

Percentage 

Province. 

Currency. 

Loans. 

Currency 

and 
deposits. 

of  loans  to 

capital  and 

deposits. 

Ontario 

29.7 
23.6 
21.1 
25.4 
65.2 
7.4 

3.0 
3.2 
3.4 
4.7 
16.0 
1.5 

3.7 
3.5 
3.6 
5.0 
12.1 
2.7 

87.7 

Quebec 

90.6 

1  ova  Scotia - 

06.4 

New  Brunswick 

117.4 

British  Columbia 

51.2 

Prince  Kd ward  Island 

117.1 

Total 

26.4 

3.7 

3.8 

80.5 

Appendix  RR. 


[Boston,  February  10,  1807.    Prepared  by  Gamaliel  Bradford  for  the  Bankers  Magazine.] 
PANIC  AND  DEPRESSION  OF  BUSINESS  IN  1857. 

1.  On  the  25th  of  September,  1857,  the  Bank  of  Pennsylvaniaj  at  Philadelphia, 
suspended,  and  the  other  banks  of  that  city  refused  specie  on  that  or  the  next  day. 
Banks  of  Baltimore  and  Wa-shington  immediately  followed.  Domestic  exchange  on 
the  seaboard,  quoted  10  to  15  per  cent  premium,  was  almost  unobtainable. 

New  York  and  Boston  held  out  till  October  13.  Before  3  o'clock  of  that  day  20 
New  York  City  banks  were  obliged  to  refuse  specie.  Thirty  held  out  till  the  close, 
but  in  the  evening  a  meeting  was  held  and  general  suspension  agreed  upon.  Boston, 
New  Orleans,  and  other  points  immediately  followed.  (Hunt's  Merchants  Magazine, 
November,  1867.) 

2.  Formal  resumption  of  specie  payments  in  New  York  was  decided  upon  Friday 
evening,  December  11,  and  took  place  December  12.  Boston  concurred  in  form, 
though  it  had  practically  been  paying  specie  for  some  time.  (Hunt's  Merchants  Mag- 
azine, January,  1858.) 

3.  Practically  there  has  been  no  suspension  of  specie  payments  in  New  York  since 
the  first  day  or  two  after  Octo)>er  13.  All  of  the  banks,  as  far  as  we  can  learn,  paid 
specie  on  demand  for  their  circulation,  and  few,  if  any,  refused  specie  for  their  obli- 
gations. Consequently  there  was  no  premium  upon  coin  beyond  the  cost  of 
packing  it  in  bags  or  boxes  for  export.  Gold  in  small  sums  was  easily  obtained  at 
par,  at  three-eighths  cent  premium,  and  we  know  of  no  considerable  purchases  dur- 
ing the  whole  period  at  over  one-half  cent  premium.  Outside  of  New  York  more 
difference  was  paid.    (Same  authority.) 

The  same  was  true  in  Boston.  Foreign  exchange  was  below  exporting  point 
THE  WHOLE  TIME  and  nobodtf  at  home  wanted  gold.  What  they  did  want  was  money 
to  pay  debts. 
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The  jfrincipal  items  in  the  9,456  national  and  State  hanks  in  the  oanntrtf. 


Central  reaervo  cities  of  New  York,  (Chi- 
cago, and  St.  Loais : 
In  national  banlcs  in  those  cities  on 

Sept.  30, 1802 

In  State  bank»,  1893  (not  pvon) 

Total  of  all  other  reserve  cities 

Total  of  al  1  country  national  banks 


Total  of  all  national  banks 
Total  of  all  State  banks,  1893 .... 


Total  of  State  and  national  banks.. 
In  national  banks  in  New  York  City  on 
Oct.  6, 1896 


Capital. 


$83,250,000 


182, 092,  760 
441, 230, 255 


Capital,  sur- 
plus, and 
undivided 
profits. 


$156,669,428 


Deposits. 


$527,636,257 


238,967,858  1      51^,301,436 
633,429,655  1      975,542,131 


686. 573, 015 
406.007,240 


1,029.076,941  .  2,022,470.824 


Loans  and 
discounts. 


1480.990.338 


536,738.685 
1, 135, 769, 806 


2,153,498,829 


a  752, 213. 527     3, 070, 462, 680  j  2, 348, 193, 077 


1,092,580,255  i  1,781,290,468     5,002,942,604  ,  4,501,691,906 
50,450,000  1      110.466,843        372,781,898;      314,156,683 


Total  reserve 
held. 

Total  reserve 
required. 

Cosh  reserve 
held. 

Cash  reserve 
required. 

Central  reserve  cities  of  New  York,  Chi- 
cago, and  St.  Louis : 
&  national  banks  in  those  cities  on 
Senteniber  30.  1802 

$140,084,773 

$131,909,064 

$139,718,438 

$131,542,720 

In  State  banks.  1893  (not  eiven) 

Total  of  all  other resorve  cities. .......... 

296,183,715 
274, 769, 504 

261,734,423 
146, 331, 820 

82, 164. 838 
105.496,048 

64,407,632 
56,227.114 

Total  of  all  country  national  banks 

Total  of  all  national  banks 

570,953,219 
a  865, 870, 476 

408,065,743 
a  617, 162, 999 

327,379,324 
a497, 414. 954 

252, 177. 675 

Total  of  all  State  banks,  1893 

a  380, 737. 872 

Total  of  State  and  national  banks. . 
In  natioual  baoks  in  New  York  City  on 
October  6.  1896 

1, 436, 823, 095 
109.148,724 

1,025,226,742 
03,195,474 

824,794,278 
108. 114, 635 

632,915,047 
92,161,385 

a  Estimat(;d  to  be  the  same  x>er  cent  to  deposits  as  in  national  banks. 

Note.— The  "visible  gold"  in  banks  and  in  the  United  States  Treasury  is  $421,236,388,  as  shown 
by  the  Comptroller's  rci>ort  of  December  7, 1896,  page  22. 


Appendix  XX. 

Annual  redcmptionSf  circulation  outstanding^  and  number  of  redemptions  annually  of 
State-bank  circulation  of  the  New  England  States  in  1841  to  1857,  inclusive. 


Year. 


1841 

1842 

1844 

1845 

1846 

1847 

1848 

1849 

1850 

1851 

1852 

1853 

1854 

1855 

1866 

1857 

Total 


Redemptions. 


$109, 
105, 
126, 
137, 
141, 
165, 
178, 
199, 
220, 
243. 
245. 
288, 
231, 
841, 
807, 
876, 


000,000 
000,000 
000,000 
000,000 
000,000 
000,000 
000,000 
000,000 

ouo.ooo 

000,000 
000,000 
000,000 
000,000 
000,000 
000,000 
000,000 


3,411,000,000 


Circulation. 


$18, 443, 269 
15, 734, 189 
22, 933, 075 
25, 618, 122 
26, 870, 852 
30, 650, 938 
26, 349, 212 
28,840,283 
81, 709, 061 
26, 118. 318 
41, 273, 019 
53, 844,  210 
52,748.560 
47, 742, 351 
63, 989, 643 
48, 095,  Oil 


Number 

of 
redemp- 
tions. 


545,996.603 


6.9 
6.6 
5.5 
6.4 
5.2 
5.4 
6.8 
6.9 
&9 
9.3 
5.9 
6.3 
4.4 
7.1 
5.7 
8.7 


a6.2 


a  Average. 
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Appendix  TJTJ. 

Percentages  of  currencyj  speoief  and  loans  and  diaoounis  to  capital,  deposiis,  etc.,  of  the 

State  banks  of  New  Hampshire  in  June,  1860, 


Names  of  banka. 


Amoskeag 

Aaliut'Iot 

Bank  of  New  Hampabire 

Bank  of  Lebanon 

Belknap  Connty 

Cocbecno 

City 

Claremont 

Citizens' 

Connecticut  Kiver 

Clieahiro 

Chesbire  County 

Carroll  Connty 

Derry 

Dover 

Farmington 

Francestown 

Farmers  and  Mecbanics' . 

Granite  State 

Great  Falls 

Indian  Head 

I^ke 

Langdon  

Mocbanica* 

Merrimack  Connty 

Mancbester 

Mecbanica  and  Traders' . 

Monailnock 

Merrimack  Biver 

Naabua 

New  Ipswich 

Newmarket 

Piscataona  Exchange . . . 

PawtncKaway 

Pittefield 

Peterboro 

Pennichnck 

Pine  River 

Kocbestor 

Kockingbam 

State  Capital 

Salmon  Falls 

Strafford 

Sugar  Ri  ver 

Soubegan  

Somerswortb 

Union 

Warner 

Wearo 

Winchester 

White  Mountain 


Place  of  busi 
ness. 


Total  banks 


Manchester... 

Keene 

Portsmontb  ... 

Lebanon 

Laconia 

Dover  

Manchester. . . 

Claremont 

Sanbomton ... 
Charlestown . . , 

Keene 

do 

Sandwich 

Derry 

Dover  

Farmington  .. 
Francestown  . 

Rochester 

Exeter 

Somerswortb . 

Nashua 

Wolfboro 

Dover 

Concord 

do 

Mancbester. . . 
Portsmouth... 

Jeffirey 

Manonester. . . 

Nashua 

New  Ipswich. 
Newmarket  .. 
Portsmouth  .. 

Epplng , 

Pittsfleld , 


Peterboro 

Nashua 

Ossipee 

Rochester  .... 
Portsmouth  .., 

Concord 

Rollinsford 

Dover 

Newport 

Milford 

Somerswortb  .. 

Concord 

Warner 

Hampton  Falls. 

Winchester 

Lancaster 


Percentages. 


Currency— 


e 
H 


66.0 

61 

29.4 

89.7 

95.7 

41.3 

48.2 

G4 

95.1 

50.3 

69.9 

67.6 

70.5 

57.8 

76.4 

60.9 

92.5 

68.9 

78.1 

41.9 

64.9 

79 

72.8 

97.2 

83.3 

85.6 

43.3 

89.2 

43.1 

80.7 

63.4 

98.7 

26.7 

00.8 

87.8 

96.2 

56.5 

88.2 

59.4 

33.6 

66.5 

54 

61 

90 

62.9 

40.0 

79.8 

87.8 

47 

57.1 

82.2 


63 


• 

n        1 

•a 

loans  an 
sconnts. 

o 

5^ 

H 

267.7 

38.9 

429.5 

40.7 

100.8 

19.2 

566.9 

53.3 

565.7 

56.2 

112.5 

24.3 

373.6 

34.3 

279.8 

36.4 

452.9 

60.4 

796.6 

31.1 

831.6 

40.4 

339.5 

39.6 

4.829.9 

46.9 

380.6 

36.2 

423.7 

42.1 

338.9 

34 

505.7 

49.8. 

2,204.4 

45.7 

237.5 

47.1 

472.2 

29.3 

330 

38.1 

746.2 

43.5 

311.9 

89.8 

167.7 

44 

123.2 

42.9 

142.9 

46.8 

63.6 

20.9 

376.6 

63.9 

188.5 

28.7 

383.8 

39.8 

696.5 

47 

120.7 

88.5 

76.8 

18.2 

330.5 

36.4 

740.1 

48.8 

410.1 

48.6 

265.1 

37.2 

401 

43.6 

875.3 

40.1 

142. 5 

20.3 

884 

40.6 

272.4 

35.7 

150.4 

33.7 

2, 449. 6 

47.5 

930.6 

43.5 

418.1 

28 

125.5 

89.2 

400.9 

44.3 

1,027.1 

84.7 

2,050.1 

39.4 

1,820.9 

63.3 

225.7 

37.4 

Hi 


72.8 

81.1 

50.2 

85 

85 

52.9 

78.9 

73.7 

81.9 

88.9 

76.8 

77.2 

99.8 

79.2 

80.9 

77.2 

83.5 

95.7 

70.4 

82.6 

76.8 

88.2 

75.7 

62.6 

65.2 

58.8 

88.9 

79 

65.3 

79.3 

86.6 

54.7 

43.4 

96.8 

88.1 

80.4 

72.0 

80 

89.7 

58.8 

79.3 

73.1 

00.1 

06.1 

90.3 

80.7 

65.7 

80 

91.1 

96.3 

03 


Speci< 


72 


4.5 
7.1 

20.8 

17.1 
6.1 
6.2 
2.3 
7.4 
6.0 
8.1 
6.1 
7.7 
8.9 

10.8 
3.6 
6.0 
4.6 
7.2 
8.1 
6.2 
7.6 
4.7 
5.3 

10.6 

19.2 
3.8 

14.3 

10.2 
5 

13.3 
7.9 
5.5 

16.1 
8.7 
6.1 
6 
5 

3.6 
6.5 

11.4 
9.3 
6.9 
6 
9 

6.3 
6.1 

14.4 
6.6 
8.1 
8.3 

13.4 


8.1 


of 


1.7 
2.9 
4 

9.1 
3.4 
1.5 
.8 
2.6 
2.5 
2.5 
2.5 
3.1 
4.2 
3.9 
1.5 
1.7 
2.3 
3.3 
3.8 
1.8 
2.0 
2 

2.1 
4.7 
8.3 
1.8 
3 

5.5 
1.4 
5.3 
8.7 
2.1 
2.7 
3.2 
3 

2.9 
1.8 
1.5 
2.6 
2.3 
3.8 
2.4 
1.7 
4.3 
2.3 
1.7 
5.7 
2.0 
2.8 
3.3 
7.1 


3.3 
5.8 
10.5 
14.5 
5.2 
3.3 
1.9 
5.4 
4.1 
7.2 
4.7 
6 

8.0 
8.6 
2.9 
3.9 
3.9 
6.8 
5.7 
5.1 


5.8 
4.1 
4 
6.7 

10.6 
2.2 
5.5 
8 
3.3 

10.6 
6.7 
3 

6.6 
6.7 
5.4 
4.8 
3.6 
2.8 
5.8 
0.7 
7.4 
5 
3 

8.0 
4.8 
4.9 
8 

5.2 
7.4 
7.9 

12.4 


5.8 


'Si. 

'So® 
*^% 

eo  g  ea 

1 13 


137.8 

131.8 

118.9 

145.4 

145.6 

124.4 

124.2 

147.1 

156 

152.3 

142.6 

142.2 

150.3 

138.6 

153.6 

130.1 

156.9 

146.1 

124.8 

131.4 

142.4 

164.8 

148.1 

139.0 

115.0 

114.6 

123.3 

133.8 

122. 1 

167.4 

122 

140.0 

105.8 

141.1 

160.8 

160.3 

125.3 

165.9 

138.9 

133.0 

139.7 

126.2 

128.7 

182.7 

135.3 

133 

124.5 

162.0 

129.5 

141 

145 


113.6 
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FINANCIAL  AND   BANKING  SITUATION. 


Abatraot  showing  certain  oondiiions  of  the  hanks  in  MassachuseiU  on  the  second  Saturday 
of  October,  1856,  compiled  from  official  returns  submitted  by  the  secretary  of  the  Common- 
wealth. 

BOSTON  BANKS. 


Namo. 


Ailantlo 

Atlaa 

Blac-kstoiio 

Bontou 

BoylHton 

Broadway 

Ciiy 

Columbian 

Bank  of  Commopce 

Eagle 

Eliot 

Exchange 

Faneuilllnll 

Froeman'H 

(Jlobo 

Grauiti) 

Hamilton 

Howard  Banking  Company 

Market 

MoAflarluiBotts 

Maverick 

Meolianics' 

MercbanU* 

National 

Now  England 

North 

North  America 

Shawmnt 

Shoe  and  Leather  l>(^aler8' . 

SUte 

Suffolk 

Traders' 

Tremont 

Union 

Washingt4)n 

Webster 


Capital  stock.-  Circnlation. 


$500,000.00 
500, 000. 00 
750,000,00 
000,000.00 
400,000.00 
150, 000. 00 

1,000,000.00 
750, 000. 00 

2,000,000.00 
700, 000. 00 

eoo.ooo.oo 

1,000,000.00 
500,000.00 
400, 000. 00 

1, 000, 000. 00 
900,000.00 
500,000.00 
500, 000. 00 
560,000  00 
800,000  00 
400, 000. 00 
250,000.00 

4, 000. 000. 00 
750, 000. 00 

1, 000,  000. 00 
750. 000.  OO 
750. 000. 00 
750.000.00 

1.000.000.00 

1,  800,  000. 00 

1,000,000.00 
GOO.  000. 00 

1,250,000.00 

1.000,000.00 
750, 000.  00 

1,500,000.00 


$151, 
166, 
362. 
206, 
287, 
62, 
153. 
156, 
280, 
199, 
165. 
801, 
250, 
250. 
182, 
166, 
154, 
184, 
169. 
151, 
157, 
152, 
685, 
196. 
122, 
176, 
199, 
188, 
224. 
252, 
652, 
140, 
362, 
161, 
226, 
346, 


561.00 

856.00 

480.00 

436.00 

938.00 

570. 00 

521.00 

837.  OU 

477.00 

501.00 

445.00 

723.00 

270.00* 

:H)1.00 

644.00 

059.00 

099.00 

501.00 

832.00 

705.00 

179.00 

382.00 

839.00 

157.00 

423. 00 

646. 00 

342.00 

130.00 

196.00 

003.00 

410.00 

996.00 

525.00 

521.00 

960.00 

442.00 


Deposits. 


$309, 
238, 
497. 
735, 
334, 
60, 
461, 
467, 
767, 
553, 
281. 
673, 
v99, 
219. 
420, 
434, 
628, 
296, 
220. 
344, 
106, 
154. 

1,357, 
255. 
347, 
:t98, 
304, 
831, 
471, 
/16, 

1.252, 
330, 
781, 
493. 
450, 
751, 


503.92 
994.70 
614.45 
210. 01 
820.14 
871.48 
258.29 
865.99 
573.92 
492.88 
209.48 
957. 57 
448.69 
199.86 
314.64 
050.78 
624.48 
2:i0.45 
563.84 
870. 39 
056.26 
566. 86 
073.00 
812.65 
193.11 
042.41 
370. 18 
588.10 
850.64 
303.41 
115. 15 
800.66 
942. 76 
a'Sl.99 
043.29 
429.76 


$90, 391. 43 
48, 459.  09 
45,381.63 

123, 049. 31 

29,007.03 

6,788.00 

76.912.68 

118, 760. 02 

112.946.88 

109. 125. 08 
72, 725. 60 

103,434.64 
88. 217. 56 
43,  506. 50 

171,503.29 

6,485.87 

18, 297. 68 

81, 576. 50 

69, 946. 96 

147, 183. 90 
58, 995. 82 
16, 125. 53 

241. 997.  00 
56,465.41 
75.617.00 

106, 597. 67 
93.516.71 
69,565.42 

141,713.90 

234,606.22 

305,298.00 
75, 221. 19 

136, 784. 10 
67,287.07 
01, 880. 42 

150,786.77 


Loans,  etc. 


$825. 

872, 
1,393. 
1.054, 

834, 

231. 
1,  513, 
1.253. 
8,123, 
1,286. 

982, 
2.023, 
1,006, 

807, 
1.778, 
1.488. 

078. 

858. 

069, 
1,048. 

671, 

466, 
6,841, 
1.084. 
1,411. 
1.250. 
1,157, 
1.217, 
1.665. 
2,700, 
1,600, 
1,091, 
2,225. 
1,629, 
1.315, 
2,419, 


616. 72 

803.  r»2 

279.29 

761.21 

419.93 

048.77 

968.57 

521. 12 

056.46 

676.56 

465.97 

284.44 

3.51.20 

245.78 

756.83 

762.36 

862  91 

926  78 

003.  Sf 

526.46 

348  36 

785.09 

875. 50  , 

411.77 

203.32 

080.79 

809.61 

018.84 

657.57 

958. 56 

049.22 

742.10 

267.36 

760.18 

832.65 

080.84 


^ 


BANKS  OUTSIDE  OF  BOSTON. 


Tradesman's,  Chelsea 

AndoTcr,  Andover 

Boas  River,  Beverly 

Beverly,  Beverly 

Dan  vers,  Dan  vers 

Village,  Dan  vers 

"Warren,  Sonth  Danvcrs... 

Cape  Ann,  Gloucester 

Gloucenter,  Gloncester 

Essex,  Haverhill 

Haverhill,  Haverhill 

Merrimack,  Haverhill 

Union,  Haverhill 

Bay  State,  Lawrence 

Pejnberton,  Lawrence 

City,  Lynn 

Laijrhton,  Lynn 

Lynn  Mechanics*,  Lynn. .. 

Grand,  Marblehoad 

Marblehead,  Marblehead.. 
Spioket  FalLs,  Methuen . . . 
Mechanics',  Wewburyport. 
Merchants',  Newburyport 

Ocean,  Newburyport 

Itorkport,  Rockport 

Asiatic,  Salem 

Commercial,  Salem 

Exchange,  Salem 

Mercantile,  Salem 

Merchants',  Salem 

Nanmkeag,  Salem 

Salem,  Sa^m 

Powow  River,  Salisbury. . . 

Brighton,  Brighton 

Brighton  Market,  Brighton 
Cambridge,  Cambridge 


$150, 
250, 
100, 
125, 
150, 
200, 
200, 
150, 
300. 
100, 
150, 
180, 
150, 
500, 
100, 
100, 
200. 
200, 
100, 
120,1 
100, 
200,  < 
210, 
150, 
150, 
210, 
200, 
200, 
200,1 
200, 
500, 
250, 
100, 
250, 
200,  < 
100,1 


000.00 

$71, 467. 00 

$74,490.80 

$10, 813. 00 

$260, 155. 73 

000.00 

104,875.00 

23, 613. 16 

8,933.96 

373,598.54 

000.00 

62, 100. 00 

12.750.42 

3,863.00 

160, 666. 13 

000.  00 

87, 253. 00 

48, 026.  76 

5,436.46 

248,998.29 

000.00 

77, 156. 00 

46, 480. 60 

4, 173. 45 

291,106.25 

000.00 

115,252.00 

55. 757. 76 

5, 668. 13 

327. 704. 03 

000.00 

143,475..% 

88, 515. 33 

10, 289. 42 

384, 470. 72 

ouo.oo 

88, 958. 00 

26, 465. 66 

7, 288. 81 

229, 525. 74 

000.00 

124,713.00 

64,400.53 

8, 608. 31 

473. 135. 90 

000.00 

61,187.00 

27,009.42 

3,364.40 

173. 180. 83 

000.00 

100, 864. 00 

40,765.03 

5. 689. 45 

802, 947  71 

000.00 

78, 949. 00 

50. 935. 91 

4, 952. 09 

321.178.74 

000.  oc 

82.106.00 

55, 750. 50 

4,  308. 72 

302, 477. 72 

000.00 

222,853.00 

82,541.20 

12, 652. 15 

771, 765. 61 

000.00 

86,604.00 

42, 339. 17 

4,834.66 

166. 621. 09 

000.00 

86, 731. 00 

33, 949. 28 

5,660.75 

178. 967.  25 

000.00 

88.673.00 

38, 094. 00 

10,742.47 

299.711.77 

000.00 

156,317.00 

126,587.04 

12, 160. 10 

403,886.10 

000.00 

73, 964. 00 

30, 294. 90 

7, 828. 17 

190. 368. 68 

000.00 

86,658.00 

30,266.64 

7,400.06 

222. 675. 80 

000.00 

59. 308. 00 

16,396.81 

6,086.57 

173,372.14 

000.00 

90, 847. 00 

60,463.78 

7, 672. 22 

322, 970. 76 

000.00 

79.415.00 

67,493.50 

11,924.60 

318,577.60 

000.00 

137,  :i2«.  00 

103,356.20 

9,366.28 

302,405.77 

000.  00 

96, 240. 00 

41.798.11 

3, 500. 11 

263.461.02 

000.00 

101,462.00 

109,518.53 

7,485.09 

376,706.96 

000.00 

94.438.00 

116,049.60 

7,769.00 

391,404.69 

000.00 

94,580.00 

87,765.65 

5, 241. 80 

860,362.94 

000.00 

62,033.00 

68,118.82 

4, 607. 19 

331, 953. 44 

000.00 

87,631.00 

138, 923. 94 

6,970.91 

390,841.69 

000.00 

175, 279. 00 

203,470.63 

12,054.10 

869.015.21 

000.00 

79, 950. 00 

59, 288. 43 

5,243.65 

855.385.37 

000.00 

109, 970. 00 

15. 070. 55 

6, 872. 22 

191.440.12 

000.00 

185,  .ViO.  00 

58,702.97 

0, 852. 15 

456, 460. 40 

000.00 

248, 772. 00 

04.788.60 

13, 868. 37 

403,913.00 

000.00 

70,452.00 

37,825.06 

11,606.33 

196.580.12 

rmANClAL  AND   &ANKINO   StTITATION. 
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Abstract  showing  certain  condttione  of  the  banks  in  Massachusetts,  etc. — Continued. 

BANKS  OUTSIDE  OF  BOSTOX-Continaed. 


Name. 

Capital  stock. 

Circulation. 

$96,077.00 

118.569.00 

82,181.00 

95,165.00 

215. 957. 00 

155,328.00 

98,695.00 

165,455.00 

74.501.00 

^6.708.00 

171,22L0O 

130, 963. 00 

87.843.00 

149,180.00 

368, 603. 00 

121,000.00 

87,610.00 

90. 844.  op 

Deposits. 

Specie. 

Loans,  otc. 

Cambridge  City,  Cambridge... 
Cambrldjee  Market,  Cambridge 

Charles  River,  Cambridge 

L<H;b  mere,  Cambridge 

liunker  Hill,  Charlestown 

Monument,  Charlestown 

Concord,  Concord 

$100,000.00 
150, 000. 00 
100, 000. 00 
100, 000. 00 
800,000.00 
150, 000. 00 
100,000.00 
200.000.00 
100.000.00 
100,000.00 
200.090.00 
200,  OOO.  00 
100.000.00 
200,000.00 
600.  OUO.  00 
150,000.00 
100,000.00 
150,  OUO.  00 

$112,361.34 
27, 106. 61 
66, 338. 25 
77,059.49 
247,107.86 
96, 517. 10 
14. 185. 40 
33.655.44 
19, 228. 87 
26,051.88 
94. 237. 13 
43,891.89 
39.035.26 
60,841.22 
56, 754. 03 
51,466.56 
26, 316. 35 
58,60L69 

$9. 810. 09 

7.402.95 

12, 259. 31 

11,235.30 

33,005.47 

9. 912. 93 

11,512.68 

7.397.03 

4.946.73 

4, 727. 61 

8,467.41 

3,886.58 

3,579.72 

6,783.42 

10.558.00 

4,279.44 

4,747.34 

8,441.69 

$202,230.46 
255,  am  98 
194,827.25 
201.835.52 
608.828.60 
305,094.62 
180. 356. 02 

Framingham.  Framiughani 

Holllston,  Holliston 

395,232.04 
178, 270. 81 

Hopkinton.  Hopkinton 

Anoleton.  Lowell 

195.146.80 
397.161.93 

IjOwell,  Lowell 

379, 165. 36 

Merchants'.  Lowell 

194, 957. 08 

Prescott.  Lowell 

392,815.80 

Kailroad.  Lowell 

1,125.628.63 

Waraesit,  IjOwoU 

273, 040. 00 

Maiden,  Maiden 

198,171.23 

Newton.  Newton 

271.070.03 

AGGREGATE. 


Capital  stock 
Circulation . . 

Deposits 

Specie 

Loans,  etc.  a 


36  banks  in 
Ikiston. 


$31, 060, 000. 00 

8,250,915.00' 

16, 855, 883. 78 

3, 425, 239. 65 

52,602,430.00 


136  banks  out 
of  Boston. 


$26, 638, 800. 00 

18, 284, 400. 50 

7.513,241.74 

1,130,331.70 

48,440,362.15 


Total,  172 
banks. 


$58,596,800.00 

26, 544, 315. 50 

24, 369, 125. 52 

4, 555. 571. 41 

101,132,792.15 


aThiH  item  includes  all  debts  due,  including  notes,  bills  of  exchange,  and  all  stocks  and  funded 
debts  of  every  description,  excepting  the  balances  due  flrom  other  banks. 

Appendix  VV. 

BOSTON  BANKS. 


Atlantic 

Atlas 

Blaokstone 

Boston , 

Boylston 

Broadway 

City 

Columbian 

Bank  of  Commerce . 

Eagle , 

Eliot 

Exchange 

FaneuilHall 

Freeman's 

Globe 

Granite 

Hamilton 

Howard  Banking  Co 

Market 

Massachusetts 

Maverick 

Mechanics' 

Merchants' 

National 

NewEngliuid 

North 

North  America 

Shawmut 


Percentage  «f 

currency 

to— 

Percent 

Cur- 
rency. 

age  of  spi 

Jjoans 
and  dis- 
counts. 

(M;ie  to — 

Cur- 
rency 
and  <1o- 

IMNlitS. 

Capital. 

Depos- 

iu. 

Loans 
and  dis- 
counts. 

Cur- 

rencv 

and  <ie- 

posits. 

30.03 

48.96 

18. 35 

32.87 

59. 57 

10.94 

19.60 

33.37 

69.81 

19.11 

41.13 

29.04 

55.52 

11.04 

48.33 

72.85 

25.98 

42.14 

12.51 

32. 52 

52.76 

22.93 

28.07 

12.47 

21.92 

69.60 

74.36 

12.06 

71.98 

85.99 

34.50 

46.23 

10.10 

34.87 

46.72 

41.71 

12.30 

27.08 

55.65 

92.50 

25.05 

51.  01 

15.35 

33.28 

10.14 

24.98 

50.09 

50. 80 

10.85 

20.91 

33.52 

12.51 

25.10 

75.72 

94.74 

19.01 

14.02 

36.54 

89.08 

26.77 

40.20 

36.16 

10.77 

28.50 

36.04 

15.50 

26.49 

54.69 

81. 81 

14.49 

27.57 

68.47 

16.83 

87.04 

43.95 

7.40 

16.28 

30.17 

45.87 

14.91 

30.92 

34.28 

5.11 

10.60 

50.01 

62.65 

24.86 

38.52 

15.27 

3.79 

5.88 

62.57 

11.42 

31.01 

53.31 

17.38 

5.38 

9.26 

18.26 

42.54 

10.27 

29.84 

93.94 

9.64 

28.04 

18.55 

38.15 

11.21 

27.73 

3.88 

.43 

1.07 

80.81 

29.15 

15.74 

22.57 

11.87 

1.87 

2.68 

36.90 

62.28 

21.48 

38.87 

44.21 

9.57 

16.94 

30.32 

77 

17.52 

43.50 

85.30 

6.18 

15.36 

18.96 

43.98 

14.46 

30.54 

97.01 

14.03 

29.63 

39.29 

80.16 

23.41 

44.49 

37.53 

8.78 

16.70 

60.95 

98.57 

32.64 

49.64 

10.58 

34.54 

5.25 

17.14 

50.54 

11.74 

33.57 

35.28 

4.14 

11.84 

26.15 

76.68 

18.08 

43.40 

28.78 

5.21 

12.49 

12.24 

35.26 

8.67 

26.07 

61.68 

5.35 

16.08 

23.55 

44.12 

14.12 

30.74 

60.34 

8.52 

18.54 

28.57 

6.'>.49 

17.21 

46.91 

8.07 

18.56 

25.08 

56.78 

15.45 

36.19 

36.92 

5.72 

13.39 

Percent 
of  loans 
and  dis- 
counts 
to  ca])i- 
tal  and 
deposits. 


110.19 
111.81 
111.19 
110.12 
111.35 
111.50 
110. 36 
110.29 
111.29 
110.26 
111. 14 
112.08 
111.18 
113. 03 
112. 44 
111.  15 

05. 16 
110. 79 
112.41 

91.58 
111.26 
111.53 
110.91 
110.78 
110.49 
110.89 
110.91 
111.25 


458 


FINANCIAL   AND   BANKING   SITUATION 


BOSTON  BA^iKa-Continned. 


Shoe  and  Lenther  Dealers* . 

State 

Suffolk 

Traders* 

Trcmon  t 

Union 

Waahington 

Webster 

36  banks  in  Itoston 

136  banks  ontside  of  Boston 
Aggregate  of  all  banks  in 
the  6  New  England  States : 

1856 

1896 


Percentage  of  carrency  to- 


Capital. 


22.41 

14 

65.24 

24.99 

29 

16.15 

30.26 

23.09 

25.81 

68.67 


47.1 
86 


Depos- 
its. 


47.51 
35.19 
62.10 
44.13 
46.36 
32.79 
49.44 
46.10 
49.01 
224.23 


152.1 
21.9 


Loans 
and  difl- 
coonts. 


13.46 
9.33 
40.54 
13.74 
15.84 
9.91 
17.24 
14.31 
15.67 
37.74 


28.7 
15.6 


Cnr- 
roncv 
and  de- 
posits. 


32.21 

26.03 

34.25 

30.61 

31.67 

24.09 

33. 0& 

31.55 

82.88 

70.87 


60.4 
17.9 


Percentage  of  specie  to — 


Cnr- 
rency. 


63.21 
93.06 
46.79 
50.14 
37.73 
41.65 
40.48 
43.62 
41.46 
6.18 


13.6 
38.3 


Loans 
and  dis- 
coants. 


Car- 
rency 
and  de- 
posits. 


8.51 
8.70 

18.91 
6.89 
6.14 

41.28 
6.91 
6.22 
6.5 
2.33 


8.9 
5.9 


20.36 
24.22 
16.03 
15.35 
11.95 
10.28 
13.39 
13.73 
13.63 
4.38 


8.2 
6.8 


Percent 
of  loans 
and  dis- 
counts 
to  capi- 
tal and 
deposits. 


BANKS  OUTSIDE  OF  BOSTON  IN  MASSACHUSETTS. 


Tradesmtin^s,  Chelsea 

Andover,  Andover 

47.64 

4L95 

62.1 

69.80 

51.44 

57.62 

71.68 

59.30 

41.57 

51.10 

67.24 

43.86 

64.73 

44.57 

86. 50 

86.73 

44.34 

78.11 

73.96 

72.22 

59.30 

45.42 

37.81 

91.55 

64.16 

48.31 

42.22 

47.29 

32. 01 

43.81 

S5.05 

31.98 

110.99 
74.22 

112.43 
76.45 
96.07 
79.<»4 

82.18 
95.16 
72 

1 10. 35 
98.69 
82.  72 
74.50 
75.70 
85.61 
65.48 
87.84 
74.59 
61.44 
80.66 
87.61 
60.22 

9.5.94 
444. 13 
148.62 
117.83 
116.59 
222.64 
116  2 
333.61 
119. 36 
118.95 
220.26 
115.5 
114.73 
227 
220.43 
225.54 
223.27 
112.  34 
224.41 
228.63 
326.17 
115.02 
111.76 
113.28 
223.  02 
92.64 
81.37 
110. 77 
91.06 
6X07 
86.14 
113.48 
772. 97 
331.61 
338.39 
220.21 
85.52 
443.74 

114.56 
112.34 
87.39 
116.09 
669. 57 

449. 16 
338. 69 
229.06 

118. 17 
229.83 
222.50 
224.51 
664.95 
223.51 
333.29 
115.41 

27.47 
28.87 
88.65 
35.04 
26.05 
35.17 
37.31 
38.75 
26.35 
29.55 
83.29 
24.58 
27.14 
28.87 
51.91 
48.45 
29.58 
38.73 
38.85 
38.91 
34.20 
28.12 
24.92 
46.41 
36.52 
26.93 
24.12 
26.24 
18.68 
22.42 
20.17 
22.49 
65.14 
40.65 
61.59 
38.89 
47.68 
46.49 

42.69 
47.14 
35.47 
50.91 
54.72 
41.86 
42.26 
38.94 
43.11 
34.53 
45.05 
37.97 
32.75 
44.19 
44.21 
37.01 

Bass  lii  ver,  Beverly 

Beverly,  Beverly 

Danvers,  Dan  vers 

V  i  1  lage,  Dan  vers 

Warren  Sonth,  Danvers  . . . 

Cape  Ann,  Gloucester 

GlouceMter,  Gloucester 

Essex,  Haverhill 

Haverhill,  Haverhill 

Merrimack,  Haverhill 

Union,  Haverhill 

Bay  State,  Lawrence 

Pemberton,  Lawrence 

City  Bank,  Lynn 

Laij^hton,  L  vnn 

Lynn  Mechanics',  Lynn ... 
Grand  Bank, Mar blehead.. 
Marblehead,  Marblehond. . . 

Spicket  Falls,  Methnen 

Mechanics',  Newburyport . 
Merchants',  Newburyport. 

Ocean,  Newburyport 

Rockport,  Rockport 

Asiatic,  Salera 

Commercial.  Salem 

Exchanire.  Salem 

Mercantile,  Salem 

Merchants',  Salem 

Nanmkea^,  Salem 

Salem,  Salcm 

Powow  River,  Salisbury... 

Brighton,  Brighton 

Brighton  Market  Brighton. 

Canihridge,  Cambridge 

Ciuii  bridge  City,  Cambridge 
Cambridge  Market,  Cam- 
bridge   

CliarlcH  River,  Cambridge. 

Lechmere,  Cambridge 

Bunker  Hill,  Charlestovm . . 
Monument,  Charlestown. .. 
Concor<l,  Concord 

Framingham,  Frnmingham 

Holliflton,  HoUiston 

Hopkinton,  Hopkinton 

AnnlotiOn.  Lowell 

Lowell,  liOwell 

Merchants',  Lowell 

Proscott,  Lowell 

Railroad,  Lowell 

Wamesit,  Lowell 

Maiden.  Maiden 

NewtoD,  Newton 

111.31 
110.73 
7L44 
111.61 
110.91 
110.91 
110.88 
110.74 
107.0 
114.2 


125 
87.7 


48.96 

15.13 

4.16 

7.40 

111.58 

7.96 

8.51 

2.30 

6.45 

113.61 

82.96 

6.22 

2.41 

5.16 

114.24 

64 

0.23 

2.18 

4 

114.31 

62.40 

6.41 

L43 

3.37 

114.81 

67.39 

4.01 

1.72 

3.31 

110.30 

61.84 

7.17 

2.60 

4.43 

114.01 

77.07 

8.10 

3.17 

6.31 

113 

06 

6.0 

L82 

4.55 

112.98 

05.45 

6.57 

L04 

4.30 

113.63 

66.96 

5.64 

1.87 

3.78 

115.16 

60.78 

6.27 

1.54 

3.81 

112.4 

50.56 

5.24 

1.42 

3.12 

114.7 

72.97 

6.67 

1.G3 

4.14 

111.53 

67.13 

5.70 

2.00 

3.75 

111.70 

71.81 

6.75 

3.27 

4.45 

118.36 

69.94 

12.11 

3.58 

8.47 

112.68 

55.25 

7.77 

3.01 

4.29 

112.36 

70.94 

10.58 

4.11 

7.61 

114. 61 

74.11 

8.77 

3.32 

6.32 

114.81 

78.34 

10.26 

3.51 

8.03 

114.80 

60.04 

8.44 

2.37 

6.07 

112.30 

64.05 

15.  01 

8.74 

8.11 

in.  47 

57.05 

6.82 

3.00 

8.80 

111.03 

69.72 

3.63 

1.32 

2.53 

113.73 

48.09 

7.37 

L06 

3.54 

111.78 

44.86 

8.22 

1.08 

8.60 

112.38 

51.86 

5.64 

1.45 

2.87 

112.52 

47.66 

7.42 

1.38 

8.53 

112.38 

38.67 

7.05 

1.78 

3.07 

111.63 

46.31 

6.87 

L39 

8.18 

112.02 

67.42 

6.55 

2.62 

8.04 

111.41 

87.94 

6.33 

2.94 

4.60 

117.33 

75.96 

6.31 

2.13 

4.03 

114.78 

79.33 

6.37 

3.31 

4.26 

115.25 

66.08 

13.87 

5.90 

10.15 

111.14 

46.00 

10.21 

4.85 

4.71 

05.22 

81.28 

6.24 

2.00 

5.06 

114.39 

58.00 

14.01 

6.20 

8.78 

112.46 

55.25 

1L80 

5.56 

6.52 

in.  40 

46.63 

15.28 

6.42 

7.12 

112. 12 

61.67 

6.38 

8.24 

3.14 

112.37 

87.43 

11.66 

6.38 

10.10 

112.50 

8.3.00 

4.47 

1.87 

3.71 

116.01 

70.48 

6.37 

2.81 

6.27 

114.78 

74.40 

6.24 

2.42 

4.64 

115.48 

64.50 

4.04 

2.13 

3.18 

113.40 

74.00 

2.06 

L02 

2.22 

115.54 

60.23 

4.07 

1.83 

2.82 

114.  OS 

71.03 

4.54 

L72 

3.22 

115.05 

86.65 

2.86 

.03 

2.48 

117.13 

70.  l.^i 

3.53 

1.56 

2.48 

113.50 

76.00 

5.41 

2.30 

4.16 

115.68 

60.05 

0.34 

3.48 

6.66 

113 

-^ 


Tho  nnalysis  of  the  other  82  bauks  in  Massacliusetta  will  be  made  and  published 
later. 
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Appendix  W.  W. 
BANK  OF  ENGLAND. 

Bank  of  England  weekly  reiuma  far  week  ended  December  9, 1896, 

ISSUE  DEPARTMENT. 
Notes  issaed £50,077,680 

Government  debt 11,015,100 

Other  Becnrities 5,784,900 

Gold  coin  and  bullion ^ 33,277,680 

Silver  bullion 

Total 50,077,680 

BANKING  DEPARTMENT. 

Proprietors' capital £14,553,000 

Kest 3,154,395 

Public  deposits 6,598,832 

Other  deposits 42,471,307 

Seven-day  and  other  bills 142,399 

66, 919, 933 

Government  securities 13,752,969 

Other  securities 26,549,177 

Notes 24,207,455 

Gold  and  silver  coin , 2,410,332 

Total 66,919,933 

Statement  of  resouroea  and  liabilities  of  the  Bank  of  England,  December  9, 1896,  in  the 

form  used  by  the  United  States  Treasury. 

RESOURCES. 

Govemmcn t  debt  (bonds  to  secure  circulation) £  11, 015, 1 00 

Governmen t  securities  ( Government  bonds  on  hand) 13, 752, 969 

Other  securities  (stocks,  securities,  etc.) 5,784,900 

Other  securities  (loans  and  discounts,  stocks,  securities,  etc.) 26, 549, 177 

Gold  coin  and  bullion  (specie) 33,277,680 

Gold  and  silver  coin  (specie) 2,410,332 

Total 92,790,158 

LIABILITIES. 

Proprietors' capital  (capital  stock) £14,  .553, 000 

Rest  (surplus  and  undivided  profits) 3, 154,395 

Notes  issued £50,077,680 

Deduct  notes  on  hand 24,207,455 

Circulation  outstanding 25,870,225 

Public  deposits  (Government  deposits) 6,598,832 

Other  deposits  (individual  deposits) 42, 471, 307 

Seven-day  and  other  bills  (liabilities  other  than  those  above  stated) . . .  142, 399 

Total 92,790,158 

Notes  in  circulation £25,870,225 

Coin  and  bullion  in  issue  department 33,277,680 

Proportion  of  coin  and  bullion  to  circulation  outstanding 129  per  cent 

Proportion  of  coin  and  bullion  to  total  notes  issed  from  issue  depart- 
ment   66.48  per  cent 

Proportion  of  coin  and  bull  ion  to  total  liabilities 35.86  per  cent 

— (Encyclopedia  Brittanica.) 

The  variations  in  the  rate  of  discount  charged  by  the  bank  have  been  very  much 
more  numerous  aud  violent  since  1844  (when  the  bank  was  reorganized)  than  they 
were  before,  and  in  1847,  1857,  1866,  etc.,  it  has  been  judged  necessary  to  authorize 
th«^  suspension  of  the  net.  *  *  *  It  is  not  denied  that  the  mere  suspension  of  the 
act  (of  1844)  has  more  than  once  operated  as  a  charm  to  allay  fears  of  panic,  etc. 
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[Copied  from  the  Banken*  Magaftlpe,  Irondon,  England.] 

Quarterly  average  of  the  weekly  amounU  of  notes  in  circulation  and  of  the  weekly  am4>unta 

of  bullion  held  by  the  Bank  of  England  since  1840. 


Yearn. 


1840. 


1841, 


1842. 


1843. 


1844. 


1845. 


1846. 


1847. 


1848. 


1849. 


1850. 


1851. 


1852. 


1853. 


1854. 


1855. 


185G. 


1857. 


1858. 


Quarter  ended— 


i 


t 


.1 


Mar.  31.. 
June  28. 
Sept.  15. 
Dec.  8... 
Mar.  30 . 
Jtino22. 
Sept.  14. 
Dec.  7... 
Mar.  29 . 
Jnno 18. 
Sept.  17. 
Doc.  31.. 
Mar.  25 . 
Jnnel7. 
Sept.  9.. 
Dec.  30 . 
Mar.  23 . 
June  15. 
Sept.  7.. 
Doc.  28.. 
Mar.  22 . 
Juno  14 . 
Sopt.  6. . 
Dec.  27.. 
Mar.  21 . 
Juno  13. 
Sept.  5.. 
Dec.  28.. 
Mar.  2U . 
Juno  12. 
Sept.  4.. 
Dec.  24.. 
Mar.  18 . 
JnnelO. 
Sept.  80. 
Doc.  23.. 
Mar.  24  . 
June  10 . 
Sept.  8 . . 
Doc.  29.. 
Mar.  23  . 
June  15 . 
Sopt  7 . . 
Dec.  28.. 
Mar.  22  . 
Juno  14. 
Sept.  6.. 
Dec.  27.. 
Mar.  20 . 
June  12. 
Sept.  4.. 
Dec.  24.. 
Mar.  19 . 
June  11. 
Sept.  8.. 
Dec.  24.. 
Mar.  18 . 
June  10. 
Sept.  9.- 
Dec.30.. 
Mar.  31 . 
June  30 . 
Sept.  29. 
Dec.  29.. 
Mar.  29 . 
June  28. 
Sept.  27. 
Dec.  27.. 
Mar.  28 . 
June  27. 
Sept.  26. 
Dec.  30.. 
Mar.  31  . 
June  30. 
Sept.  29. 
Dec.  29.. 


Liabilitiee 

(notes  in 

circulation) , 


£16, 
16, 

•17, 
16, 
16, 
16, 
17, 
16, 
16, 
17, 
19. 
1», 
20 

1», 
19, 

19, 
21. 
21, 
21, 
21, 
21. 
21, 
22, 
.  22, 
21, 
20, 
21, 
21. 
20, 
20, 

19, 

20, 

19, 
19, 
19. 
18. 
19, 
19. 
19. 
19. 
20, 
20, 
21. 
20. 
20, 
20, 
20, 
20, 
21, 
22, 
23, 
24, 
23, 
24, 
24, 
23, 
22, 
22, 
21, 
21, 
20, 
20, 
21, 
20, 
19. 
20, 
21, 
20, 
19, 
20. 
20, 
21, 
20, 
20. 
21, 
21, 


818,000 
871.000 
263, 000 
446,000 
637,000 
632,000 
481,000 
972,000 
952,000 
795,000 
880,000 
230,000 
093.000 
521,000 
496.000 
096,000 
122,000 
327,000 
451,000 
156,000 
037,000 
634.000 
095,000 
151,000 
231,000 
979,000 
215,000 
386,000 
740,000 
185.000 
311,000 
058.000 
253,000 
104,000 
320,000 
744,000 
172,000 
636,000 
721.000 
391,000 
130,000 
734,000 
144.000 
386.000 
284,000 
369,000 
994,000 
752,000 
307, 000 
499,000 
082,000 
295,000 
967,000 
236,000 
561.000 
860, 000 
785,000 
518,000 
191,000 
003,000 
405,000 
885,000 
370,000 
430,000 
679,000 
455,  000 
093,000 
728,000 
712,000 
004,000 
182,000 
070, 000 
644,000 
080,000 
213,000 
435,000 


Asseta 
(bullion). 


£4, 360, 000 
4.434,000 
4,453,000 
3,511.000 
4. 339,  000 
5,098,000 
4, 975, 000 
4.486,000 
6, 125, 000 
7,320,000 
9, 336,  000 
10, 380, 000 
11,054,000 
11.472,000 
12, 018, 000 
12.855,000 
15,784.000 
15. 900. 000 
15, 443. 000 
14, 466, 000 
15, 263, 000 
16.106,000 
15, 986, 000 
13,742,000 
13,481,000 
14, 150, 000 
16, 937, 000 
16, 090, 000 
12,903,000 
10, 032, 000 
9. 752, 000 
0, 798,  000 
13, 762. 000 
13, 875, 000 
13, 740. 000 
13, 886,  000 
15,167.000 
144644,000 
14,789,000 
16. 045, 000 
17,010,000 
16, 706, 000 
16,857,000 
15,951,000 
14,509,000 
13,609,000 
14, 097, 000 
15,015.000 
18.474,000 
20, 102, 000 
21. 838, 000 
21,367,000 
19.176,000 
18.561.000 
17, 813, 000 
15,462,0(10 
15, 922, 000 
13, 363,  000 
13, 619, 000 
13.619,000 
13.342.000 
16,60:),000 
15,475,000 
11. 301, 000 
10.614,000 
10, 974, 000 
12.318,000 
10,105,000 
10,203,000 
10, 029, 000 
11,413,000 
8,788,000 
16.446,000 
18,162.000 
17, 798,  OOO 
18,985,000 


Tor  cent 
of  gold 
to  cur* 
rency. 


-t 


21.34 


26.43 


46.96 

w.'oi 


68.87 


62.03 
63.50 


48.84 


71.11 


75 


78.24 
67.  io 


87.94 


72.52 


59.34 


55.31 


48.75 


41.33 
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Quarterly  average  of  the  weekly  anwunts  of  notes  in  circulation,  etc. — Continued. 


Yoftrs. 


1859. 


1860. 


f 


Quarter  ended— 


Mar.  30 
June  29 
Sept.  28 
Dec.  28. 
Mar.  28 
Jane  27 
Sept.  20 
Dec.  26. 


Liabilities 

(notee  in 

circulation). 


£21.477,000 
22,200,000 
22,455,000 
22.413,000 
21,933,000 
22.317,000 
22,263,000 
21,482,000 


Aaaets 
(bullion). 


£19,570,000 
17, 861, 000 
17,282,000 
17,002,000 
15,434,000 
15,506,000 
16,011.000 
14,009,000 


Per  cent 
of  gold 
to  cur- 
rency. 


75.85 


65.21 


Jfeekly  statenienta  of  Vie  Bank  of  England  for  1889  of  ike  amount  of  notee  in  circulation, 

the  amount  of  bullion  held,  and  the  rate  of  diecount, 

[Years  1861  to  1888  sbow  the  same  condition  and  are  omitted.] 


Date. 


1889. 

Jan.     2 

9 

16 

23 

30 

Feb.    6 

13 

20 

27 

Mar.    6 

13 

20 •... 

27 

Apr.    3 

10 

17 

24 

May    1 

8 

15 

22 

29 

June  5 

12 

19 

26 

July    8 

10 

17 

24 

81 

Au/r.   7 

14 

21 

28 

Sept.   4 

11 

18 

25 

Oct.     2 

9 

16 

28 

30 


Notes  in  cir- 
culation. 


£24,479,360 
21,179,075 
23,845,010 
23, 446, 190 
23, 270, 775 
23, 475, 910 
23, 100. 295 
22,972,040 
23,042,466 
23, 391, 065 
23, 101, 680 
23, 095, 250 
23,665,540 
24,493,950 
24, 392, 890 
24. 566,  535 
24,285,135 
24, 661, 295 
24, 591, 175 
24,571,260 
24.348,245 
24, 277, 900 
24,731,415 
24,572,125 
24,390.600 
24,749,355 
26,526,750 
25, 420, 170 
25,340,345 
25,095,935 
25,495,990 
25,538,790 
25, 351, 610 
24,946,625 
24,835,710 
24,953,900 
24,666,905 
24,  .'i67, 660 
24,463,155 
25,681,780 
25,204,740 
25,860,375 
24,658,090 
24,513,680 


Coin  and  bul- 
lion in  issue 
department 


£18, 439, 
19,480, 
19,800, 
20,203. 
20,605. 
20,844, 
20,622, 
20,686. 
20,685, 
20,965, 
21,043, 
21, 114, 
21,454, 
21, 432, 
21, 357, 
21, 237. 
21,220, 
21, 159 
20, 920; 
21, 700, 
22,097, 
22,120, 
21,604, 
21,858, 
22,616, 
22,998, 
22,719, 
22,027, 
21,915, 
21, 758, 
20,787, 
20, 151, 
20,150, 
20,247, 
20.201, 
20,073, 
20,045, 
20,239, 
19,956, 
18,922, 
18,809, 
18,975, 
19,224, 
19,475, 


030 
865 
810 
080 
995 
210 
830 
950 
465 
910 
375 
875 
105 
550 
425 
995 
625 
625 
170 
265 
475 
880 
165 
540 
660 
385 
385 
600 
805 
845 
060 
550 
025 
685 
165 
845 
570 
255 
965 
325 
055 
260 
715 
825 


Rate  of 
discount. 


5 

4 


34 
3 


Per  cent 
of  gold  to 
currency. 


75.32 


88.54 


24 


3 


5 
5 


89.03 


86.45 


85.07 


87.35 


86.64 


78.91 
79.48 


73.68 
"73.37 
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Bank  returns  and  nMney  market j  Bank  of  England. 


ISSCTE  DEPAKTMKNT. 


Weekended— 
Sept.  3, 1800 

Notes  issued. 
Notes  issued. 
Notes  issued . 
Notes  issued . 
Notes  issued. 

£38,097,565 

$185,401,800 

Ooremment  debt. . . 
Other  securities  — 
Gold  coin  And  bul- 
lion. 

Government  debt. . . 

Other  securities 

Gold  coin  and  bul- 
lion. 

GoTemment  debt. . . 
Other  securities  — 
Gold  coin  and  bul- 
lion. 

Government  debt. . . 

Other  securities 

Gold  coin  and  bul- 
lion. 

Government  debt . . . 

Other  securities 

Gold  coin  and  bul- 
lion. 

£11,016,100 

5,434.000 

21,647,566 

$53,604,984' 

26.448.941 

105,347,875 

38,097,665 

186, 401, 800 

38,007.566 

185,401,800 

Kov.  5, 1800 

35,026,270 

170,456,343 

11,015.100 

6.434,900 

18,576,270 

53,604.964 
26, 448. 941 
90, 401, 418 

35,026,270 

170,456,343 

85.026,270 

170,455.343 

•        Nov.  19, 1800 

37, 835, 205 

184,125,026 

11,015,100 

6,434,900 

21,385,205 

53,604,984 

26,448,941 

104,071,100 

37,835,205 

184, 125, 025 

87,835,205 

184,126,026 

Jan.   7,1891 

39,802,635 

193, 699, 523 

11,015,100 

5,434,900 

23,352,635 

63,604,984 

26,448,941 

113,646,588 

39,802,635 

193,699,523 

39,802,635 

193,699,623 

Mar.  4,1891 

38, 555, 795 

187, 631, 776 

11,015,100 

6,434,900 

22,106.795 

53,604,084 

26, 448, 941 

107,577,851 

38,555.796 

187,631,776 

38,555,795 

187,631,776 

A 


BANKING  DEPARTMENT. 


W«M*k  ended : 
Sept.  3, 1890 

Proprietor's  cap- 
ital. 
Rest 

£14,553,000 

3,  T75, 357 

2, 447, 581 

29,026,855 

217,503 

$70, 822, 176 

18, 372, 776 

11,011,153 

141, 250, 189 

1,068,478 

Government  se- 
curities. 
Other  securities . . 
Notes 

£13,974.237 

21. 826, 624 

13, 178, 075 

1,041,360 

$68,005,624 
106. 219. 266 

Public  deposits.. 
Other  de^Kmits . . . 

Seven-dav  and 
other  bills. 

Proprietor's  cap- 
ital 
Rest 

64, 131. 102 
5,067,778 

Gold  and  silver 
coin. 

Government  se- 
curities. 
Other  securities . . 
Notes 

50,020,296 

243,423,770 

50, 020. 296 

243,423,770 

Nov.  5, 1890 

14,553,000 

3,158,258 

2, 600, 386 

20.171,068 

258,800 

70, 822, 174 

15. 369, 663 

-     13,092,763 

111,966,382 

1,250,932 

15,498,500 

23, 127, 603 

10, 238, 265 

968,243 

75,423,450 
112. 648, 993 

Public  depoflits.. 
Other  dei>osit8... 

Seven-day  and 
other  bills. 

49,824.616 
4,711,965 

Gold  and  silver 
coin. 

Government  se- 
curities. 
Other  securities. . 
Notes 

40,832,511 

242, 509, 914 

49,832,511  242.600,014 

No  v.  19, 1890 

Proprietor's  capi- 
ital. 

Rpgt 

14,668,000 

8,287,446 

4,  003, 078 

36, 364, 838 

167.188 

70, 822, 174 

15,098,356 

19,918,964 

176, 969. 484 

813,625 

11, 777, 634 

32, 136, 205 

13. 378, 980 

1,172,042 

57,315,856 
156.891,279 

Public  deposits.. 
Other  deposits. . . 

Seven-dav  and 
other  bills. 

65, 108, 806 

Gold  and  silver 
coin. 

6,706,662 

58, 465, 531 

284,522.603 

58,465.651 

284,622,603 
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BANKING  DEPAKTKENT-Coutiuuod. 


Week  ended: 
Jan.  7.1891 

Proprietor'a  cap- 
ital. 
Rest 

14,553,000 

3,462,192 

5,025,612 

33,714,429 

162, 198 

70,822,174 

16,848,757 

24, 457, 141 

164,071,268 

789,837 

Government  se- 
curities. 
Other  securities. . 
Notes 

11,238,863 

30, 146, 923 

14, 740, 420 

791,225 

54,693,927 
146.710,000 

Public  deposits.. 
Other  deposits. . . 

Seven-day  and 
other  bilb. 

Proprietor's  cap- 
iUl. 

Rent 

Public  deposits.. 
Other  deposits. . . 

Seven-day  and 
othor  billA 

71, 734, 254 

Gold  and  silver 
coin. 

Government  se- 
curities. 
Other  socurities. . 
Notes. 

3,850,496 

56,917,431 

276,988,677 

66,917,431 

270,988,677 

Mar.  4, 1891 

14. 553, 000 

3, 782, 517 
12, 253, 146 
29, 313, 005 

202,341 

70, 822, 174 

18,407,619 

59,629,935 

142,651,739 

984,692 

11,343,231 

83,389,944 

14,342,755 

1,028,079 

55,201,834 

162,492,162 

69,799,017 

5, 003, 146 

Gold  and  silver 
coin. 

60, 104, 009 

292,496,159 

60,104,009 

202,496,159 

TsEASUKY  I^BPAICTMBMT,  BuBKAU  OP  THE  MiNT,  February  S3,  1897. 


R.  E.  Prbbton, 
Director  of  the  Mint. 


Appendix  B  B  (continued  from  page  441). 

Jiain  items  in  the  bank  statements  for  1896,  taken  from  the  report  of  the  Comptroller  of 
the  Currency,  and  for  1856,  taken  from  Executive  Document  No.  SS,  part  1,  Fifty-second 
Congress,  second  session. 


States. 


New  Jersey: 

1856 

1896 

PennH3'Ivania: 

1856 

1896 

Delaware: 

1856 

1896 

Maryland : 

1856 

1896 

Alabama: 

1856 

1896 

Kentucky : 

1856 

1896 

Tennessee : 

1856 

1896 

Ohio: 

1856 

1896 

Dlinois: 

1856 

1896 


In  the  United  States  in— 

1856 

1896 


^tSJk.^    iCirculation. 


$5,682,262 
14, 395, 000 

22,026,506 
40,508,820 

1, 493, 185 
2, 133, 985 

11,202,606 
3, 811, 700 

2.297,800 
3, 405, 000 

10,454,572 
9, 482, 900 

8, 593, 693 
8, 275, 000 

6, 491, 421 
27,718,100 

3,  840. 946 
17, 821, 000 


$4,285,079 
5,319,932 

16, 883, 199 
17,505,888 

1,192,204 
703, 667 

5, 297. 983 
1,838,985 

8, 407, 242 
1, 068, 660 

12,635,633 
3,444,010 

8,' 518, 545 
1, 495, 880 

9, 080, 589 
10, 654, 761 

3,420,985 
5, 581, 605 


Deposits. 


$3, 994, 541 
52, 139, 195 

25, 340, 814 
110,280,182 

852,161 
4,748,«73 

8,370,345 
9, 833, 175 

2, 837. 556 
5,727,797 

3, 608, 757 
11,046,221 

3, 740, 101 
13,926,620 

7,101,326 
56,815,645 

1, 267, 234 
39,  G42, 349 


Specie. 


Population. 


28,080,000 


Circulation 
per  capita. 


$7.00 


$782,659 
3,442,356 

6, 738, 650 
8, 740, 389 

180,051 
316,984 

P,  398, 101 
628,592 

1,274,944 
716,168 

4,  Gil,  796 
563,979 

2,231,418 
1, 612, 403 

2,096,809 
5, 027, 062 

759,474 
3, 983, 705 


Loans  and 
discounts. 


Deposits 
per  capita. 


$7.00 


$11,000,000 
51,426,415 

52, 549, 199 
112,041,198 

2, 906,  253 
5, 280, 704 

20, 616, 006 
10, 041, 378 

5,117,427 
0, 417, 525 

21,132,519 
18, 261, 581 

14, 880, 609 
18, 179, 688 

14, 921, 998 
66, 668,  M2 


44, 121,  784 


Circulation 

and 

deposits 

per  capita. 


$14.60 
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Appendix  B  B-«^ontinued. 


State. 


Now  Jeraev: 

1850...*... 

180C 

PcunHvlvania: 

1S50 

1J9G 

Delaware : 

1850 

1890 

Marvlaiid: 

1856 

1890 

Alabama : 

1856 

1806 

Kentucky : 

1850 

1896 

TennesiH*« : 

1850 

1896 

Oliio: 

1850 

1896 

Illinois : 

1886 

1896 


Per  cent  of  currency 


Capital. 


75.4 
36.9 

76.0 
43.1 

79.8 
33 

40.  i 
48.3 

115.1 
31.2 

112.1 
36.3 

99.8 
18.1 

114 
38.1 

89.5 
31.3 


l)e 


Loans 


110.7 
10.2 

66.6 
15.0 

113. 9 
14.8 

63.3 
18.7 

112.2 
18.6 

335 
31.2 

223 
10.7 

112.8 
18.6 

226.9 
14.1 


38.9 
10.3 

32.1 
15.6 

41 
13.3 

25.7 
18.3 

67.7 
10.6 

59.8 
18.8 

57,2 
8.2 

00.8 
15.8 


12.6 


to— 

Per  cent  of  specie  to— 

Ciir- 

Loans 
and  dis- 
counts. 

Cur- 

rpncv 
uud  (fe- 

IKMSitS. 

Cur- 
rency'. 

rency 
and  de- 
posits. 

51.7 

18.2 

7.1 

9.4 

9.3 

64.7 

6.7 

7 

40 

30.9 

12.8 

15.9 

13.8 

50 

7.8 

6.8 

57.8 

15.1 

6.2 

8.8 

12.9 

49.3 

6.6 

6.4 

38.8 

64.1 

16.5 

24.9 

15.7 

34.2 

6.3 

5.4 

55 

36.8 

24.9 

20.2 

15.6 

67.3 

11.2 

10.5 

77.8 

86.5 

21.3 

28.4 

23.8 

16.4 

3.1 

3.9 

69.5 

26.2 

15 

18.2 

9.7 

110.8 

8.9 

10.4 

56.1 

23.1 

14.1 

12.9 

15.7 

47.6 

7.5 

7.6 

73 

22.2 

16.2 

12.3 

71.4 

9 

8.9 

Per 
c«nt  of 
loans 
and  dis- 
counts 
to  capi- 
tal and 

de- 
posits. 


111.6 
77.5 

111.1 
74.2 

112.4 
76.7 

110.5 
73.6 

99.6 
70.3 

115 

89 

112.1 
81.9 

111 
78.9 


76.8 


Per 
cent  of 
excess 
of  loans 
to  total 
of  capi- 
tal aud 
depos- 
its in 
1856 
over 
1896,  on 
same 
funds. 


43.9 
40.6 
46.7 
50.2 
41.8 
20.3 
36.8 
40.7 


Committee  on  Banking  and  Currency, 

Washington^  J),  C,  Wednesdayy  February  3j  1897. 

The  Oominitteo  met  at  10.30  a.  m. 

Members  present :  The  cliairmaii  (Mr.  Walker)  and  Messrs.  Brosius, 
Vail  Voorhis,  Fowler,  Lefever,  Spalding,  Calderliead,  Hill,  Cooke,  Cox, 
Stallings,  Black,  ^^Tewlands,  and  Ueudrick. 

STATEMENT  OF  HOIT.  MAREIOTT  BBOSIUS. 

Mr.  Brosius,  from  the  subcommittee  to  whom  was  referred  the  bill 
(H.  li.  875)  to  incorporate  an  international  American  bank,  reported 
back  the  bill  with  favorable  recommendation,  and  moved  that,  as 
amended,  the  bill  be  reported  to  the  House. 

[H.  B.  875.    Fifty-fourth  Congress,  second  session.] 

Ix  THE  House  of  Representatives. 

December  9,  1895. 

Mr.  IIiTT  introduced  the  following  bill;  which  was  read  twice,  referred  to  the  Com- 
mittee on  Banking  and  Currency,  and  ordered  to  be  printed. 

[Referred  to  a  subcommittee,  Mr.  Bbosius,  chairman,  and  reported  back  with  the 
recommendation  that  the  bill  as  amended  be  reported  to  the  Hon  Be.] 

[Omit  the  part  in  brackets  and  insert  the  part  printed  in  italics.] 

A  BILL  to  carry  into  effect  the  recommendations  of  the  International  American  Conference  by  the 

incorporation  of  the  International  American  Bank. 

Jie  it  eitacted  hy  the  Senate  and  House  of  Repreecnfatires  of  the  United  States  of  Jnierica 
in  Conrjrciss  assemblcdj  That  Cornelius  N.  Bliss,  of  New  York;  T.  Jefferson  Coolidge, 
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of  MftMachuMtts;  Andxew  Carneffie,  of  PennBylvania;  John  F.  Hanson,  of  Georgia; 
Charles  R.  Flint,  of  New  York;  Enoch  Pratt,  of  Maryland;  H.  O.  Davis,  of  West 
Virginia;  P.  D.  Armonr,  of  Illinois;  Morris  M.  Estee,  of  California;  James  S.  Clark- 
son,  of  Iowa,  and  Charles  H.  Tnmer,  of  Missouri,  be,  and  they  are  hereby  [arej 
designated  commissioners  to  receive  subscriptions  to  the  capital  stock  of  a  corpora- 
tion to  be  known  as  the  International  American  Bank,  and  to  exercise  such  other 
powers  and  perform  such  other  duties  as  are  by  the  terms  of  this  act  imposed  upon 
them. 

8ec.  2.  That  the  persons  hereinbefore  named  as  commissioners,  a  majority  of  whom 
shall  constitute  a  quorum  for  the  transaction  of  business,  shall  meet  at  the  city 
of  Washington,  in  tne  District  of  Columbia,  within  sixty  days  after  the  passage  of 
this  act,  and  shall  then  organize  as  a  board  by  the  election  of  a  chairman,  secretary, 
and  treasurer,  and  shall  require  the  treasurer  to  give  bond  for  the  faithful  perform- 
ance of  his  duties  and  for  the  accounting  of  iJl  monevs  received  by  him,  and  shall 
establish  such  rules  presoribing  the  duties  of  such  officers  and  other  agents  as  may 
be  required.  The  said  commissioners  shall  thereafter  open  or  cause  to  be  opened 
books  of  subscription  to  the  capital  stock  of  said  corporation  in  accordance  with  the 
terms  of  this  act,  and  shall  place  such  books,  for  the  purpose  of  receiving  such  sub- 
scriptions, in  the  city  of  Washington,  in  the  city  of  New  York,  and  in  any  other  cities 
within  the  United  States  which  they  may  designate;  and  for  the  purpose  of  opening 
such  books  and  receiving  subscriptions  for  sucn  stock,  in  accordance  with  the  terms 
[thereori  hereof  ^  the  said  commissioners  are  authorized  to  appoint  any  such  subordi- 
nate agents  in  such  cities  as  may  be  required ;  such  subscription  books  shall  be  so 
arranged  that  each  subscriber  shall  write  thereon  his  name,  place  of  residence^  the 
number  of  shares  of  th^  par  value  of  one  hundred  dollars  each  for  which  he  subscribes, 
and  the  total  par  value  of  such  shares,  [and  the  persons  receiving  such  subscriptions 
shall,  in  a  separate  column,  write  the  amount  of  cash  received  fh>m  each]  and  m  shall 
deposit  in  lawful  money  ten  per  centum  of  the  par  value  of  the  shares  so  subscribed  for 
with  the  persons  reeeiting  such  subscriptions ,  who  shall,  in  a  separate  column,  write  the 
amount  of  cash  so  received  from  ^each  subscriber  by  reason  of  such  Bubscri]^tion, 
at  the  time  of  the  making  thereof,  in  accordance  with  the  terms  and  provisions 
of  this  act.  As  soon  as  fifty  thousand  shares  of  the  capital  stock  oi  the  said 
company  shall  have  been  subscribed  for,  the  said  commissioners  shall  notify  the  sub- 
scribers therefor  to  pay  in,  within  thirty  days  after  the  giving  of  such  notice, 
fifteen  per  centum  of  the  amount  of  their  subscriptions,  respectively,  in  addition  to 
the  ten  per  ceutum  paid  when  such  subscriptions  were  made.  Such  notice  shall  be 
given  by  mailinpr  to  each  subscriber,  at  the  place  of  residence  designated  by  him  at 
the  time  of  making  such  subscription,  a  notice  specifying  the  amount  of  such  fifteen 
per  centum  and  the  number  of  shares  subscribed  for  by  each  [of  them]  subscriber, 
respectively,  and  requiring  the  payment  to  be  made  to  the  treasurer  of  the  said  com- 
missioners at  a  place  to  be  designated  in  said  notice.  When  and  as  soon  as  fifty  thou- 
sand shares  of  the  capital  stock  of  said  company  shall  have  been  actually  subscribed 
for  and  twenty-five  per  centum  thereof  paid  in  by  such  subscribers  ratably,  as  required 
by  the  terms  of  this  act,  the  chairman  and  secretary  of  the  board  of  commissioners 
hereby  created  shall  appoint  a  time  and  place  for  the  first  meeting  of  the  suboriDers 
to  the  capital  stock  of  said  corporation,  and  shall  gdve  notice  thereof  by  publication 
in  at  least  two  daily  newspapers  in  tflie  city  of  W'aAhington]  each  of  the  cities  of 
Washington  and  New  York  for  at  least  sixty  days,  and  at  least  forty  days  previous  to 
the  day  of  such  meeting  shall  also  send  notices  by  mail  to  each  of  the  subscribers 
to  said  stock  at  the  place  of  residence  designated  by  him  upon  the  subscription  book 
signed  by  him.  The  president  of  the  said  board  of  commissioners  shall  attend  at 
such  meeting,  call  the  same  to  order,  and  produce  to  said  meeting  the  original  sub- 
scription books  for  said  stock ;  and  if  it  shall  appear  from  the  said  subscription  books 
that  the  subscriptions  to  the  capital  stock  oi  said  company  exceed  fifty  thousand 
shares,  it  shall  be  the  duty  of  said  board  of  commissioners  to  distribute  the  full 
number  of  shares  authorized,  to  and  among  the  subscribers  therefor  in  proportion 
to  their  respective  subscriptions,  and  thereupon  the  persons  aj>pearing  under  such 
distribution  to  be  subscribers  for  said  stock  shall  participate  in  and  be  entitled  to 
vote  at  said  meeting,  eaoh  one  of  such  subscribers  being  entitled  to  cast  one  vote  on 
each  share  of  stock  allotted  to  him.  The  said  meeting  shall  select  its  own  chairman, 
secretary,  and  tellers.  Subscribers  for  a  majority  of  the  whole  number  of  shares 
snbsoribed  shall  be  present  in  order  to  constitute  a  quorum  for  the  transaction  of  the 
business  of  the  said  meeting.  If  less  than  a  quorum  appear  at  the  time  and  place 
specified  in  said  notice,  such  meeting  may  adjourn  ftom  day  to  day  until  a  quorum 
attends.  After  the  organization  of  such  meeting,  which  may  be  continued  bv  adjourn- 
ments, those  present  shall  proceed  to  the  election  of  directors  of  said  bank  to  serve 
for  the  first  year,  and  to  the  passage  of  by-laws  for  the  government  thereof,  and 
shall  transact  no  further  business. 

Skc.  3.  That  it  shall  be  the  duty  of  the  officers  elected  at  such  meeting  to  deliver 
to  the  president  and  secretary  of  the  commissioners  hereby  appointed  duplicate 

OUR 30 
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oopies  of  the  proceedinffs  of  such  meeting :  Baidpresident  andseoretary  sliallretftin  one 
of  snch  copies  and  shiul  transmit  the  other  of  such  copies  to  the  Comptroller  of  the 
Currency  of  the  United  States,  whose  duty  it  shall  he  to  forthwith  examine  the  same 
and,  in  the  event  that  the  same  shall  he  found  to  he  correct  in  form  and  to  contain  no 


receivme 

of  the  said  commissioners  to  deliver  over  to.the  hoard  of  directors  elected  at  snch  meet- 
ing the  hooks  containing  the  suhscriptions  for  said  stock,  all  cash  which  may  have  heen 
received  hy  said  commissioners  upon  the  suhscriptions  for  said  stock,  together  with 
a  detailed  statement  of  their  expenses  in  the  performance  of  the  duties  herehy 
imposed,  and  a  complete  transcript  of  all  records  of  all  their  proceedings  under  this 
act,  and  of  all  other  records  and  papers  pertaining  thereto ;  and  upon  the  surrender 
of  such  hooks  and  papers  and  payment  of  such  money  the  said  directors  shall  pav 
to  the  treasurer  of  said  commissioners  the  amount  of  such  expenses  as  shown  by  sucn 
statement  directed  to  he  furnished  to  them  hy  the  said  commissioners.  In  the  event 
of  any  dispute  as  to  any  or  all  the  items  of  such  expenditures  the  same  shall  be  sub- 
mitted to  the  Comptroller  of  the  Currency,  and  the  amount  certified  by  him  to  the 
said  directors  shall  forthwith  be  paid  out  of  the  funds  collected  and  paid  over  by 
the  said  commissioners,  or  out  of  any  other  funds  which  may  come  to  the  hands  of  the 
said  directors  as  the  property  of  said  corporation.  Upon  deliverer  of  said  papers, 
books,  and  records,  and  payment  of  said  money,  the  duties  of  said  commissioners 
and  their  powers  under  tnis  act  shall  cease  and  determine.  They  shall  receive  for 
the  performance  thereof  no  compensation. 

Sec.  4.  lliat  the  capital  stock  of  the  corporation  herebv  authorized  shall  be  fixed 
at  five  million  dollars,  divided  into  shares  of  the  par  value  of  one  hundred  dollars 
each.  Such  shares  shall  be  deemed  personal  property,  and  shall  be  transferred  upon 
the  books  of  the  corporation  in  such  manner  as  may  be  prescribed  by  the  by-laws. 
The  capital  of  said  bank  may,  at  any  time  after  the  completion  of  its  organization 
as  above  provided,  be  increased,  with  the  approval  of  tne  Comptroller  of  the  Cur- 
rency, to  any  sum  not  exceeding  the  sum  of  twenty-five  million  dollars  [,  to  be 
divided  into  shares  of  the  par  value  above  provided  for  the  original  capitaljT  Such 
increase  shall  be  authorized  by  a  resolution  passed  at  any  regular  meeting  of  the 
board  of  directors  by  the  votes  of  two-thirds  of  the  members  of  that  Ix^y,  and 
thereafter  submitted  to  the  next  regular  meeting  of  the  stockholders,  or  to  a  special 


meeting  called  for  that  purpose,  and  by  such  [meetingsj  tn^ing  adopted  and 
approved  by  a  vote  of  [two  thirds  of  the  stockholders  present  at  such  meetmgs  con- 
stituting a  quorum  ana]  stockholders  representing  t^^-thirds  of  the  capital  stock. 


But  no  such  increase  of  capital  stock  shall  be  valid  until  the  whole  amount  of  such  increase 
is  paid  in  and  the  Comptroller  of  the  Currency  duly  notified  thereof  and  his  certifieaie 
obtained^  specifying  the  amount  of  the  increcLse  of  capital  stock,  foith  \is  approval  Hiereof, 
and  that  it  has  been  duly  paid  in  as  a  part  of  tne  capital  stock  of  this  batuc.  The  capital 
stock  of  said  bank  may  at  any  time  after  the  completion  of  its  organizaiAo/n  be  reduced, 
with  the  approval  of  the  Comptroller  of  the  Currency,  to  any  sum  not  below  five  million 
dollars.  Such  reduction  shall  be  authorized  by  a  resolution  passed  at  any  regular  meeting 
of  the  board  of  directors  by  the  votes  of  two-thirds  of  the  members  of  that  body,  and  thero' 
after  submitted  to  the  next  regular  meeting  of  the  stockholders,  or  to  a  special  meeting 
called  for  that  purpose,  and  by  such  meeting  aaopted  and  approved  by  a  vote  of  stockholdere 
representing  two-thirds  of  the  capital  stock;  but  no  such  reduction  of  capital  stock  shall 
be  valid  until  the  Comptroller  of  the  Currency  has  been  duly  notified  thereof  and  his  certi- 
ficate obtained  specifying  the  amount  of  the  reduction  and  his  approval  thereof,  with  <Im 
amount  of  capital  stock  after  said  reduction.  But  no  change  shall  be  made  in  the  capital 
stock  of  this  bank  by  which  the  rights,  remedies,  or  security  of  ^  existing  creditors  of  the 
association  shall  be  impaired. 

Sec.  5.  That  subscriptions  to  the  capital  stock  of  said  company,  as  above  provided, 
or  to  any  additional  stock  that  may  be  [thereafter]  hereafter  authorized,  shall  not  be 
received  by  the  said  commissioners  or  accepted  by  the  officers  of  said  corporation 
after  the  same  shall  be  organized,  unless  accompanied  at  the  time  of  each  subscrip- 
tion with  a  payment  in  cash  of  ten  per  centum  of  the  amount  thereof;  and  the  aaid 
commissioners  in  determining  whether  fifty  thousand  shares  of  the  said  stock  have 
been  actually  subscribed  for  ihe  purpose  of  calling  the  subscribers'  meeting,  as  above 
provided,  shall  not  consider  or  count  as  part  of  said  fifty  thousand  shares  required 
to  be  subscribed  any  subscription  which  was  not  accompanied  by  the  payment  in 
cash  of  ten  per  centum  of  its  face  value  at  the  time  it  was  made. 

Sec.  6.  That  in  case  the  subscriptions  to  any  additional  stock  [maybe]  authorized 
after  the  organization  of  said  corporation  shall  at  any  time  exceea  the  amount  of 
additional  stock  at  that  time  authorized  to  be  issued,  the  board  of  directors  of  the 
said  corporation  shall  distribute  the  foU  number  of  snares  authorized  at  the  time  of 
such  distribution,  and  not  issued,  to  and  among  the  subscribers  therefor,  in  propor- 
tion to  their  respective  subscriptions. 
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8sc«  7.  That  as  soon  as  fifty  thonBand  shares  of  the  capital  stock  shall  have  been 
sabsoribed  for  in  the  manner  hereinbefore  provided  and  the  certificate  of  the  Comp- 
troller of  the  Currency  referred  to  in  eeotion  three  of  ihie  act  h(u  heen  execuiedXln^  persons 
so  subscribing,  and  all  persons  who  shall  or  may  be  associated  with  them  or  their 
snccessorsy  shall  forthwith  become  a  body  corporate  by  and  under  the  name  of  ''  The 
International  American  Bank,"  and  by  that  name  shall  have  corporate  existence  for 
the  term  of  twenty  years,  and  shall  have  power — 

First.  To  adopt  and  use  a  corporate  seal  and  to  issue  certificates  of  stock  as  herein 
provided. 

Second.  To  have  succession  for  twenty  years  from  the  period  of  its  organization, 
unless  it  is  sooner  dissolved  by  the  act  of  its  [shareholdeTsJ  stookholdera  or  by 
operation  of  law,  or  unless  its  franchise  becomes  lorfeited  by  some  violation  of  law. 

Third.  To  make  contracts. 

Fourth.  To  sue  and  be  sued,  complain  and  defend,  in  any  court  of  law  or  equity 
as  fuUv  as  natural  persons. 

Fifth.  To  elect  or  appoint  directors ;  by  its  board  of  directors  to  appoint  a  presi- 
dent, a  vice-president,  a  cashier,  aseistant  eashierf  and  other  officers  j  to  dismiss  such 
officers  or  auy  of  them  at  pleasure,  and  appoint  others  to  fill  their  places,  and  to 
employ  all  necessary  assistants  and  employees,  either  in  the  United  States  of  America 
or  elsewhere,  for  the  purjiose  of  carrying  out  the  x>owers  hereby  granted  and  trans- 
acting the  basiness  of  said  corporation ;  to  fix  the  compensation  of  all  such  assist- 
ants and  employees  and  change  the  same  from  time  to  time  as  may  be  deemed 
necessary,  and  to  dismiss  them  or  any  of  them  at  pleasure,  and  to  appoint  others  to  fill 
their  places. 

Sixth.  To  adopt  bv-laws,  not  inconsistent  with  law,  regulating  the  manner  in 
which  its  stock  shall  be  transferred,  its  directors  elected  or  appointed,  its  officers 
appointed,  its  property  transferred,  its  general  business  conducted,  and  the  privileges 
l^anted  to  it  by  law  exercised  and  ei^oyed,  fixing  the  salaries,  duties,  and  powers  of 
its  said  officers,  and  prescribing  the  penalty  of  bonds  to  be  given  by  them,  which  by- 
laws, except  so  far  as  they  fix  the  salaries  or  bonds  of  such  officers,  may  be  amended 
by  the  board  of  directors,  such  amendment,  however,  to  cease  to  be  valid  and  efiectual 
for  any  purpose  after  any  meeting  of  the  stockholders  next  succeeding  the  adoption 
of  such  amendment  unless  the  same  shall  be  ratified  by  such  meeting  by  the  vote  of 
etookholders  representing  a  mo/ortty  of  the  stock  of  the  hank. 

Seventh.  To  act  as  the  financial  agent  of  any  nation,  Government,  State,  munici- 
pality, corporation,  or  person,  and  to  perform  any  and  all  acts  and  duties  not  incon- 
sistent with  law  that  it  may  undertake  and  assume  as  such  financial  agent,  including 
the  sale,  exchange,  or  other  disposition  of  any  bonds  or  other  evidences  of  indebted- 
ness issued  by  any  such  Government,  State,  municipality,  corporation,  or  person,  and 
to  act  as  trustee  in  any  mortgage  given  to  secure  such  bonds,  and  to  countersign  the 
same  as  trustee. 

Eighth.  To  carry  on  the  business  of  banking  by  discounting  and  negotiating  prom- 
issory notes,  bills  of  exchange,  drafts,  and  other  evidences  of  debt ;  to  receive  deposits : 
to  buy  and  sell  exchange,  coin,  and  bullion ;  to  issue  letters  of  credit,  and  to  [l^ndj 
loan  money  on  personal  security,  subject  to  the  limits  hereinafter  imposed ;  and  to 
borrow  money  for  use  in  its  business  m  an  amount  not  exceeding  fifty  per  centum  of 
its  oaid-tfp  capital  stock  [paid  upl. 

Ninth.  To  acquire,  purcnase,  hold,  and  convey  real  estate  for  the  following  pur- 
poses, andfor  no  other :  (a)  Such  as  shall  be  necessary  for  its  immediate  accommodation 
in  the  transaction  of  its  business,  (b)  Such  as  shall  be  mortgaged  to  it  in  good  faith 
as  security  for  debts  previously  contracted,  (c)  Such  as  shall  be  convey^  to  it  in 
satisfaction  of  debts  previously  contracted  in  the  course  of  its  dealings,  (d)  Such 
as  it  shall  purchase  at  sales  under  judgments,  decrees,  or  mortgages  iield  by  it  or 
shall  purchase  to  secure  dehte  due  to  it.  But  it  shall  not  hold  or  be  entitled  to  retain 
possession  of  any  real  estate  purchased  by  it  under  either  of  the  last  three  preceding 
clauses  of  this  section  for  a  longer  period  than  five  years. 

Tenth.  All  such  incidental  powers  as  shall  be  necessary  to  carry  on  the  business  of 
banking  under  the  provisions  and  terms  and  for  the  purposes  of  this  act. 

Eleventh.  The  corporation  hereby  created  shall  not  have  the  power  and  shall  not 
issue  notes  or  obligations  in  any  form  to  be  used  and  circulated  as  money  within  the 
United  States  of  America,  nor  shall  it  make  any  loan  or  discount  to  any  person  upon 
the  security  of  shares  of  its  own  capital  stock,  nor  shall  it  purchase  or  hold  any  such 
shares  unless  it  shall  purchase  the  same  to  prevent  loss  upon  a  debt  previously  con- 
tracted with  it  in  good  faith,  and  it  shall  not  hold  any  stock  so  purchased  or  acquired 
for  a  longer  period  than  six  months  from  the  time  of  acquiring  the  same;  but  it  shall 
be  the  duty  of  the  board  of  directors  to  sell  and  dispose  of  all  such  stock  at  public 
or  private  sale  within  the  period  of  six  months  from  the  time  of  acquiring  the  same. 

Sec.  8.  That  the  said  corporation  sha]l  not  exercise  any  of  the  above  powers  and 
shall  not  transact  any  business,  except  such  as  is  preliminary  to  its  organization, 
until  authorized  by  toe  Comptroller  of  the  CurrenoyC  with  the  approval  of  the 
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SeeietnrT  of  the  Treasury,]  to  oonunenoe  the  bnsinesB  of  banking,  as  hereinafter 
provided. 

Sbc.  9.  That  within  ten  days  after  the  commissioners  to  reoeive  subscriptions  to 
its  stock  shall  have  transferred  to  the  directors  of  said  corporation  the  sabscription 
books,  records,  and  money  reoeived  by  said  commissioners,  the  president,  cashier, 
and  five  directors  of  the  corporation  hereby  created  shall  make  a  statement,  nnder 
oath,  and  file  the  same  with  the  Comptroller  of  the  Currency,  showing  the  number 
of  shares  of  the  capital  stock  subscribed,  the  amount  of  oaah  paid  in  on  such  sub- 
scriptions, and  the  amount  in  the  hands  of  the  board  of  directors  at  the  time  of  the 
making  of  such  [statements,!  statement,  and  the  names  and  residences  of  all  subscrib- 
ers to  said  capital  stock,  and  the  number  of  shares  subscribed  for  by  each  of  them: 
whereupon,  if  it  shall  appear  from  such  statement  that  the  amount  of  fifty  thousana 
shares  of  the  capital  stock  of  said  company  has  been  subscribed,  and  that  twenty- 
five  per  oentum  of  the  amount  of  such  subscriptions  has  in  each  case  been  paid  in 
and  received  by  said  board  of  directors,  the  Comptroller  of  the  Currency  [,  with  the 
approval  of  the  Secretary  of  the  Treasuiy,]  shall  issue  to  said  corporation  a  final 
certificate,  setting  fort^'  that  the  said  capital  of  fifty  thousand  shares  having  been 
subscribed  for,  and  the  amount  prescribed  herein  having  been  paid  in  thereon,  the 
said  corporation  is  authorized  and  empowered  to  commence  business,  and  to  exer* 
cise  all  powers  and  authority  herein  and  hereby  granted :  and  the  said  corporation 
shall  cause  such  final  certificate  issued  as  is  provided  in  tnis  section  to  be  published 
in  some  newspaper  of  general  cinsulation  published  in  the  city  of  Washington  for 
at  least  sixty  days  next  after  the  issuing  thereof;  and  the  date  of  said  final  certifi- 
cate shall  be  held  tcbe  the  date  or  period  of  the  organization  of  said  corporation. 

Sec.  10.  That  the  entire  subscription  for  the  capital  stock  of  said  company,  to  the 
amount  of  fifty  thousand  shares,  shall  be  called  and  faHj  paid  in  within  two  years 
from  the  date  of  the  granting  of  the  certificate  by  the  said  Comptroller  as  above 
provided,  and  at  the  times  and  in  installments  as  follows:  Twenty-five  per  centum 
as  hereinbefore  provided  in  section  two;  twenty-five  per  centum  witnin  twelve 
months ;  twenty-five  per  centum  within  eiffhteen  months,  apd  twenty -five  per  centum 
within  twenty-four  months  after  the  date  of  organization.  The  president  and 
cashier  shall  report,  under  oath,  to  the  Comptroller  of  the  Currency  the  passage  of 
every  [suchj  resolution  of  th^  directors  calling  for  the  pctffment  of  any  inetallment  within 
five  days  after  it  shall  be  passed,  and  shall  also  report  to  him,  within  five  days  after 
the  date  fiixed  by  each  resolution  for  the  payment  of  any  installment,  what  amounts 
have  been  received  upon  each  of  such  calls. 

Sec.  11.  That  the  principal  office  and  place  of  business  of  said  corporation  shall 
be  in  the  city  of  Washingt>on,  District  of  Columbia,  or  in  the  city  of  New  York,  in  the 
State  of  New  York,  as  the  board  of  directors  shall  determine :  and  the  directors  shall 
have  power  to  open  such  additional  branch  ofiioes  as  may  ne  necessary  to  oarry  on 
its  business  at  such  points  within  the  United  States  as  the  Comptroller  of  the  Cur- 
r^icy  may  approve,  and  in  Mexico,  South  and  Central  America,  and  the  West  Indies 
as  the  said  directors  shall  determine :  Provided,  That  no  more  than  eight  such  branoh 
offices  shall  exist  at  any  one  time  in  the  United  States. 

Sec.  12.  That  the  affairs  of  the  corporation  shall  be  managed  by  a  board  of  twenty- 
five  directors,  who  shall  hold  office  until  their  successors  are  duly  elected  and  qualified. 
Each  director  must,  so  long  as  he  shall  hold  or  be  entitled  to  hold  office,  be  the  owner 
in  his  own  right  of  not  less  than  one  hundred  shares  of  the  capital  stock  of  said  cor- 
poration, the  same  not  being  hypothecated  or  in  any  way  pledged  as  security  for  the 
payment  of  any  loan  or  debt ;  and  any  director  who  shall  cease  to  be  the  owner  as 
aforesaid  of  one  hundred  shares  of  the  capital  stock,  or  who  becomes  in  any  other  man- 
ner disqualified,  shall  thereby  vacate  his  office.  Not  less  than  fifteen  of  the  directors 
shall  be  citizens  of  the  United  States.  Any  vacancy  in  the  board  of  directors  caused 
by  death,  resignation,  or  otherwise  shall  be  filled  until  the  next  ensuing  election  by 
an  appointment  by  the  remaining  directors.  Each  director  when  elected  or  appointed 
shall  take  an  oath  that  he  will,  so  far  as  the  duty  devolves  upon  him,  diligently  and 
honestly  administer  the  affairs  of  the  corporation,  and  will  not  knowingly  violate, 
or  willingljr  permit  to  be  violated,  any  of  the  provisions  of  this  act,  and  that  he  is 
the  owner  m  good  faith  and  in  his  own  right  of  the  number  of  shares  required  by 
this  act,  and  that  the  same  is  not  hypothecated  or  in  any  way  pledged  as  security 
for  any  loan  or  debt.  Such  oath,  and  any  other  oath  required  by  this  act,  may  be 
taken  before  any  officer  who  is  authorized  to  administer  oaths  by  the  laws  of  the 
United  States  or  by  the  laws  of  the  State,  Territory,  or  District  where  the  oath  may 
be  administered ;  and  when  taken  in  any  foreign  countrv  any  such  oath  may  be 
administered  by  a  diplomatic  or  consular  representative  of  the  United  States,  and 
shall  be  forthwith  filed  with  the  Comptroller  of  the  Currency. 

Sec.  13.  That  there  shall  be  called  and  held  annually,  on  such  da^  and  in  such 
manner  as  the  by-laws  may  provide,  a  meeting  of  the  stockholders  of  the  corpora- 
tion for  the  election  of  directors  and  the  ordering  of  the  business  and  affairs  of  the 
corporation  generally.    If  from  any  cause  an  election  is  not  made  at  the  time 
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appointedi  «n  eleetion  may  be  held  on  anv  subsequent  day;  but  thirty  days'  notice 
thereof  shall  be  given  in  a  newspaper  pablished  in  the  city  of  Washington  and  in  a 
newspaper  pablished  in  the  city  of  New  York,  and  also  in  a  newspaper  published  in 
any  other  city  where  any  branch  of  said  bank  may  be  located.  At  any  such  meet- 
ing, and  in  all  meetings  of  [shareholders]  tioekholders,  each  rshareholderj  stockholder 
shall  be  entitled  to  one  vote  on  each  share  of  stock  held  bvnim  and  standi  uf  in  his 
name  on  the  books  of  the  company  at  least  thirty  days  before  the  day  of  such  meet- 
ing. In  all  eleotions  of  directors  and  in  deciding  all  qneeiione  undw  eonsideratiou  [share- 
holders J  etoekholdere  may  vote  by  proxies,  duly  authorized  in  writing;  but  no  vote 
shall  be  allowed  on  any  share  on  which  there  is  any  installment  or  assessment  due 
and  unpaid,  in  whole  or  in  part. 

Sbc.  14.  That  the  preeident  and  cashier  of  said  corporation  shall  cause  to  be  kept 
at  all  times,  in  a  booK  to  be  provided  for  that  purpose,  a  full  and  correct  list  of  the 
names  and  residences  of  the  [shareholders]  etoekholdere  of  the  corporation  and  the 
number  of  shares  held  by  each,  which  said  list  shall  be  filed  at  the  principal  place  of 
business  of  said  corporation  and  at  each  of  its  branch  offices.  Such  lists  shall  oe  sub- 
ject to  the  iuspection  of  the  [shareholders]  stockholders  of  the  corporation  and  the 
officers  authorized  to  assess  taxes  under  State  authority  during  the  business  hours  of 
each  day  in  which  business  may  be  legally  transacted,  and  a  copv  of  such  list,  on 
July  first  of  each  year,  verified  by  the  oath  of  the  president  or  cashier,  shall  be  transmitted 
to  the  Comptroller  of  the  Currency.  No  eniry  of  the  transfer  of  any  share  of  stock 
shall  be  ma<le  upon  the  books  of  said  company  within  thirty  days  before  any  annual 
meeting  of  the  stockholders. 

Sec.  15.  That  the  [shareholders]  stockholders  of  the  corporation  shall  be  held 
individually  responsible,  equally  and  ratably  and  not  one  for  another,  for  the  con- 
tracts, debts,  and  en«igements  of  said  oorporatiou  to  the  extent  of  their  stock 
therein,  at  the  par  value  thereof,  in  addition  to  the  amount  invested  in  such  shares. 
Whenever  any  [shareholder^  stockholder  or  his  assignee  fails  to  pay  any  installment 
on  the  stock  when  the  same  is  required  under  the  provisions  of  this  act  to  be  paid, 
the  directors  of  the  corporation  may  sell  the  stock  of  such  delinquent  [shareholder] 
stockholder  at  public  auction  to  any  person  who  will  pay  the  highest  price  therefor, 
to  be  not  less  than  the  amount  then  due  thereon,  with  the  expenses  of  advertisement 
and  sale,  and  the  excess,  if  any,  shall  be  ^aid  to  the  delinquent  [shareholder]  stock* 
holder,  [Three  weeks]  Thirty  dayt^  previous  notice  of  Buch  sale  shall  be  given  in  a 
daily  newspaper  published  and  of  general  circulation  in  the  city  of  New  York,  and 
by  mailing  to  such  delinquent  [shareholder]  stockholder  at  his  place  of  residence  a 
written  or  printed  notice  stating  names  oi  such  delinquent  [shareholders]  stock- 
holders,  number  of  shares  in  name  of  [such]  each  to  bo  ofi'ered  for  sale,  the  amount 
due  and  unpaid  on  such  shares,  and  the  time  and  place  of  sale.  If  no  bidder  can  be 
found  who  will  pay  for  such  stock  the  amount  due  thereon  to  the  corporation  and 
the  cost  of  advertisement  and  sale,  the  amonnt  previously  paid  shall  be  forfeited  to 
the  corporation,  and  such  stock  shall  be  sold  as  the  directors  may  order  within  six 
months  from  the  time  of  such  forfeiture,  and  if  not  sold  it  shall  be  canceled  and 
deducted  from  the  capital  stock  of  the  corporation.  If  anv  such  cancellation  and 
reduction  shall  reduce  the  capital  of  the  corporation  below  the  minimum  of  capital 
required  by  this  act,  the  capital  stock  shall,  within  thirty  days  from  the  date  of 
such  cancellation,  be  increased  to  the  required  amount,  in  default  of  which  a  receiver 
may  be  appointed  to  close  up  the  business  of  the  corporation. 

Skc.  16.  That  if  at  any  time  it  shall  appear  to  the  Comptroller  of  the  Currency  [,  to 
his  satisfaction,  J  that  the  capital  stock  of  the  oorxK>ration  is  impaired,  [the  Comp- 
troller] he  may  l»  ^ith  the  approval  of  the  Secretary  of  the  I'reasuryyjnotify  the 
directors  of  the  said  corporation  to  cause  such  impairment  to  be  made  good,  by  assess- 
ment upon  the  stockholders,  as  hereinafter  provided:  and  if,  within  ninety  days  from 
the  date  of  said  notice,  the  capital  shall  be  still  impaired,  the  said  Comptroller  [of  the 
Currency]  may,  in  his  discretion,  notify  the  directors  that  no  further  business  can 
be  done  by  said  corporation  until  said  capital  is  made  good ;  and  if  said  requirement 
to  make  good  such  impairment  be  not  complied  with  within  ninety  days  from  the 
date  of  uie  second  notice,  [any  circuit  court  of  the  United  States  may,  upon  the 
application  of  the  Secretarv  of  the  Treasury,]  he  may  appoint  a  receiver  for  the  said 
corporation,  who  shall,  under  [the]  his  direction  [of  the  court!  proceed  to  wind  up 
its  affairs ;  and  a  receiver  may  be  appointed  in  like  manner  in  case  the  corporation 
shall  at  any  time  become  insolvent.  Such  receiver  shall  take  possession  of  the  hooks, 
records,  and  assets  of  every  description  of  such  association,  collect  all  debts,  dues,  and 
oIotflRS  oelonging  to  it,  and  upon  the  order  of  a  United  States  court  of  competent  Jurisdic- 
tion may  sell  or  compound  all  bad  or  doubtful  debts,  and,  on  a  like  order,  may  sell  all  the 
assets  of  the  corporation  on  such  terms  as  the  court  shall  direct,  and  may,  if  necessary  to 
pay  the  debts  of  the  association,  enforce  the  individual  liability  of  the  stockholders.  Such 
receiver  shall  pay  over  all  moneys  so  made  to  the  Treasurer  of  the  United  States,  subject  to 
the  order  of  the  Comptroller  of  the  Currency^  and  shall  also  make  a  report  to  the  Comp- 
Iroller  of  all  his  acts  and  proceedings.    From  time  to  time  the  said  Comptroller  shall  make 
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a  ratable  dividm^  of  the  moneys  eo  paid  over  to  him  (y  eueh  receiver  on  all  eueh  tfloimt  ae 
may  have  been  proven  to  hie  eaiisf  action  or  adj udioated  in  a  eourt  of  competent  jureidieti&n, 
and  ae  the  proceeds  of  the  assets  of  such  association  are  paid  over  to  him  shall  make  further 
dividends  on  all  alaims  previously  proven  or  adjudicated,  and  the  remainder  of  the  aseete, 
\f  any^  shall  be  paid  over  to  the  stockholders  of  such  association,  or  their  legal  representor 
tives,  in  proportion  to  the  stock  by  them,  respectively,  held. 

Sec.  17.  That  if  any  [shareholder  j  stockholder  or  [shareholders]  stockholders  of  the 
corporation  shall  neglect  or  refuse,  after  [three  months']  ninety  days^  notice,  to  pay 
the  assessment  as  provided  for  in  the  foregoing  section,  it  shall  be  the  duty  of  the 
board  of  directors  to  caoseTan]  a  sufficient  amount  of  his  or  their  stock  to  be  sold  at 
public  auction  [sufficientjto  pay  the  same.  Thirty  days'  notice  of  such  sale  shall 
be  given  by  publication  in  a  newspaper  published  in  the  city  in  -which  the  principal 
place  of  business  of  the  corporation  is  located,  and  in  a  newspaper  published  in 
■  the]  every  city  or  town  in  which  any  branch  office  of  the  corporation  is  located 
[nearest  to  the  residence  of  said  delinquent  shareholders],  and  by  mailing  notice  as 
provided  in  section  fifteen,  and  the  balance  of  the  proceeds  of  such  sale,  after  pay- 
ing the  amount  of  such  assessment  and  expenses  of  sale,  shall  revert  to  the  owners 
of  the  stock  so  sold. 

Sbc.  18.  That  persons  holdinff  stock  in  such  corporation  as  executors,  administra- 
tors, guardians,  or  trustees  shall  not  be  personally  suhject  to  any  liabilities  as  stock- 
holaers,  but  the  estates  and  funds  in  their  hands  shall  be  liable  in  like  manner  and 
to  the  same  extent  as  the  testator,  intestate,  ward,  or  person  interested  in  such 
funds  would  be  if  living  or  competent  to  act  and  hold  the  stock  in  his,  her,  or  their 
own  name. 

Sec.  19.  That  the  corporation  shall  make  to  the  Comptroller  of  the  Currency  not 
less  than  five  reports  during  each  year,' according  to  the  form  which  may  be  prescribed 
by  him,  verified  by  the  oath  or  affirmation  of  the  president  or  cashier  thereof,  and 
attested  by  the  signature  of  at  least  five  of  the  directors.  Each  such  report  shall 
exhibit  in  detail,  and  under  appropriate  heads,  the  resources  «nd  liabilities  of  the 
corporation  at  the  close  of  business  on  any  past  day  specified  by  the  Comptroller, 
[and  shall  be  transmitted  to  the  Comptroller  within  five  days  after  the  receipt  of  a 
request  or  requisition  thereof  from  him]  and  each  branch  shall  transmit  its  report 
to  the  principal  office  within  five  days  titter  the  receipt  of  the  request  or  requisition 
from  the  Comptroller^  and  the  principal  office  shall  transmit  the  consolidated  report 
of  the  bank  to  the  Comptroller  within  five  days  after  the  receipt  of  the  reports  from 
the  various  branches,  and  in  the  same  form  in  which  it  is  made  to  the  Comptroller 
it  shall  be  published  in  one  newspaper  in  the  city  of  Washington,  in  one  newspaper 
in  the  city  of  New  York,  and  in  at  least  one  newspaper  in  each  city  in  which  the  said 
corporation  shall  have  a  branch  office,  and  such  proof  of  publication  shall  be  fur- 
nished as  may  be  required  by  the  Comptroller.  The  Comptroller  shall  fdso  have 
power  to  call  for  special  reports  whenever  the  same,  in  his  judgment,  are  necessary 
to  a  full  and  complete  knowledge  of  the  condition  of  the  corporation.  The  corpora- 
tion shall  also  report  to  the  Comptroller  of  the  Currency,  within  ten  days  after 
declaring  any  dividend,  the  amount  of  such  dividend  and  the  amount  of  net  earnings 
in  excess  of  such  dividend.  »uch  reports  shall  be  attested  by  the  oath  of  the 
president  or  cashier  of  the  corporation. 

Sec.  20.  That  the  Comptroller  of  the  Currency,  with  the  approval  of  the  Secretary 
of  the  Treasury,  shall,  as  often  as  shall  be  deemed  neoessary  and  proper,  appoint  a 
suitable  person  or  persons  to  make  an  examination  of  the  affairs  of  the  corporation, 
who  shall  have  power  to  make  a  thorough  examination  thereof,  and  in  doing  so  to 
examine  any  of  the  officers  or  agents  thereof  on  oath,  and  shall  make  to  the  Comp- 
troller a  full  and  detailed  report  of  the  condition  of  the  corporation  and  the  results 
of  such  examination.  Any  person  or  persons  so  appointed  to  make  such  examina- 
tion shall  receive  such  compensation  as  may  be  fixed  oy  the  Comptroller  of  the  Cur- 
rency, with  the  approval  of  the  Secretary  of  the  Treasury,  which  compensation  shall 
be  coUected  from  the  said  corporation  by  the  Comptroller  and  by  him  paid  to  such 
person  or  persons. 

Sec.  21.  That  no  dividends  shall  at  any  time  be  declared  or  paid  upon  the  stock  of 
the  said  corporation  unless  at  the  time  of  the  declaration  of  tne  same  there  shall  be 
undivided  profits  made  in  the  buBlness  of  said  corporation  actu^lv  in  cash  in  the 
hands  of  its  treasurer  to  an  amount  at  least  equal  to  the  amount  of  such  dividend. 
All  such  dividends  shall  be  declared  upon  the  outstanding  shares  of  stock  of  said  cor- 
poration equally  in  favor  of  such  persons  as  appear  at  the  date  of  the  declaration  of 
such  dividend  upon  the  books  of  said  company  to  be  stockholders  therein,  and  shall 
be  payable  at  a  time  to  be  fixed  in  such  resolution,  and  in  a  manner  and  at  a  place 

Srovided  by  the  by-laws  of  said  corporation.    But  said  corporation  shall,  before  the 
edaration  of  a  dividend,  carry  one-tenth  part  of  ite  net  profits  of  the  preceding  half 
year  to  its  surplus  fund  until  the  same  shall  amount  to  fifty  per  centum  of  its  capital 
stock. 
Sbc.  22.  That  said  corporation  and  each  and  every  branch  thereof  shall  at  all 
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timee  have  and  keep  on  hand  in  lawful  money  of  the  United  States  an  amoiint  eqnal 
to  at  least  twenty- five  per  centum  of  the  ag^egate  amount  of  its  deposits,  which 
must  be  shown  in  the  reports  to  the  Comptr^er  hereinbefore  provided  for  in  sec- 
tion nineteen. 

Sec.  23.  That  no  tax  shall  be  imposed  upon  the  property  of  said  corporation, 

except  upon  real  estate  held  by  it,  by  any  State,  municipal,  or  other  .authority 

within  the  United  States ;  but  the  several  stockholders  shall  be  liable  to  assessment 

L  and  taxation  upon  the  shares  held  by  them  at  their  respective  places  of  residence 

^         according  to  its  true  value,  and  to  the  same  extent  and  in  the  same  manner  as  other 

personal  property  is  there  assessed  and  taxed. 

Sec.  24.  That  the  Government  of  the  United  States  shall  not  be,  and  shall  not  be 
assumed  to  be,  responsible  for  the  debts,  obligations,  contracts,  or  liabilities  of  said 
corporation,  or  for  any  claims  that  may  in  any  manner  arise  or  be  asserted  against  it. 

Sec.  25.  That  if  the  corporation  hereby  created  or  its  officers  shall  fail  to  make  and 
transmit  any  report  required  to  be  made  by  bhis  act,  it  shall  be  subject  to  the  penalty 
of  one  huncfred  dollars  for  each  day  after  the  periods  respectively  herein  mentioned 
for  the  making  and  transmission  of  such  report  shall  have  expired,  and  all  such  pen- 
alties shall,  if  not  promptly  paid,  be  sued  for  and  recovered  in  the  name  of  the  United 
States  of  America  in  any  circuit  court  of  the  United  States;  and  it  is  hereby  made 
the  duty  of  the  Attorney-General  of  the  United  States,  upon  the  request  of  the  Comp- 
troller of  the  Currency,  to  commence  and  prosecute  any  and  all  such  actions  for  the 
purpose  of  recovering  any  and  all  such  penalties.  All  moneys  recovered  in  any  such 
suit  or  suits  shall  be  covered  into  the  Treasury  of  the  United  States. 

Sec.  26.  That  in  case  said  corporation  or  its  officers  shall  assume  to  exercise  any 
power  hereby  prohibited  or  denied  to  said  corporation,  or  shall  borrow  money  in 
excess  of  the  limit  herein  established,  all  right,  privileges,  and  franchises  of  the 
said  corporation  shall  be  thereby  forfeited.  Such  violation,  nowever,  shall  be  deter- 
mined and  adjudged  by  the  circuit  court  of  the  United  States,  in  a  suit  brought  in 
the  name  of  the  people  of  the  United  States,  before  the  association  shall  be  declared 
dissolved,  and  the  Attorney-General  of  the  United  States,  upon  the  request  of  the 
Comptroller  of  the  Currency,  shall  commence  and  prosecute  such  suit  or  suits,  when- 
ever so  requested,  in  any  circuit  court  of  the  United  States  to  be  selected  by  him ; 
and  when  in  such  suit  judgment  of  the  dissolution  of  the  said  corporation  may  be 
.  entered,  a  receiver  [or  receiversj  may  be  appointed  for  it,  and  all  otlier  proceedings 

taken  necessary  to  wind  up  its  affairs  and  distribute  the  proceeds  of  its  property  as 
provided  in  section  sixteen  of  this  act;  and  in  cases  of  such  violation  every  director  who 
participated  in  or  assented  to  the  same  shall  he  held  liable  in  his  personal  and  individiMl 
capacity  for  all  damages  which  the  corporation,  its  stockholders,  or  any  other  person  shall 
have  sustained  in  consequence  of  such  violation. 

Sec.  27.  That  if  the  said  corporation  or  its  officers  at  any  time  shall  assume  to 
exercise  any  powers  not  herein  granted,  the  Comptroller  of  the  Currency  is  hereby 
authorized  and  required  to  notify  said  corporation  and  its  officers  to  desist  from  such 
use  and  to  famish  him,  within  thirty  days  of  the  giving  of  such  notice,  proof  that 
the  said  corporation  and  its  officers  have  ceased  to  assume  the  exercise  of  such 
powers.  Such  notice  shall  be  given  hj  the  delivery  thereof  to  such  officers  of  said  cor- 
poration at  its  principal  place  of  business.  If  the  said  corporation  shall  not  furnish, 
before  the  expiration  of  said  period  of  thirty  days,  satisfactory  proof  to  the  said 
Comptroller  that  the  said  corporation  and  its  officers  have  desisted  from  the  use  of 
any  power  or  powers  not  granted  to  it,  the  rights,  privileges,  and  franchises  of  the 
corporation  hereby  formed  shall  be  thereby  forfeited,  and  such  proceedings  shall 
thereafter  be  taken  as  are  provided  in  the  case  of  the  forfeiture  of  such  rights, 
privileges,  and  franchises  in  the  preceding  section  hereof. 

Sec.  28.  That  any  officer  of  the  corporation,  or  any  branch  thereof,  who  shall 
violate  any  of  the  provisions  of  this  act,  or  neglect  to  perform  any  duty  herein 
required  of  him,  and  any  director  who  shall  knowingly  acquiesce  in  or  permit  any 
such  violation  of  this  act  or  neglect  of  duty,  shall  be  |^uilty  of  a  misdemeanor,  and 
upon  conviction  shall  be  fined  in  any  sum  not  exceeding  five  thousand  dollars,  and 
imprisonment  not  less  than  one  year  nor  more  than  five  years,  or  both .  Every  president, 
director,  cashier,  teller,  clerk,  or  other  officer  or  agent  of  this  corporation  who  embezzles, 
abstracts,  or  icillfully  misapplies  any  of  the  moneys,  funds  or  credits  of  the  corporation; 
or  who,  without  authority  from  the  directors^  issues  or  puts  in  oirculation  any  note  of  the 
^  corporation;  or  who,  without  such  authority,  issues  or  puts  forth  any  certificate  of  deposit, 

draws  any  order  or  bill  of  exchange,  makes  any  acceptance,  assigns  any  note,  bond,  draft, 
bUl  of  exchange,  mortgage,  judgment,  or  decree;  or  who  makes  any  false  entry  in  any  book, 
report  or  statement  of  the  corporation,  with  intent,  in  either  case,  to  injure  or  defraud  the 
corporation  or  any  other  company,  body  politic  or  corporate,  or  any  individual  person,  or 
to  deceive  any  officer  of  the  corporation  or  any  agent  appointed  to  examine  the  affairs  of  the 
corporation;  and  every  person  who  with  like  intent  aids  or  abets  any  officer,  clerk,  or  agent 
in  any  violation  of  this  section  shall  be  deemed  guilty  of  a  misdemeanor,  ana  shall  be 
impriiimed  not  less  than  five  years  nor  more  than  ten. 
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Sec.  29.  That  tlie  oorporfttion  hereby  formed  may  go  into  liquidation  and  be  closed 
by  and  with  the  tcritten  consent  of  its  shareholders  owning  two-thirds  of  its  stock. 

Sec.  30.  That  whenever  [shareholdersj  atockholdera  owning  two-thirds  of  the  stock 
of  said  corporation  shall  notify  the  officers  thereof  in  writing  of  their  desire  that  said 
corporation  shall  go  into  liquidation  and  be  closed,  it  shall  be  the  duty  of  the  board 
of  directors  to  cause  notice  of  this  fact  to  be  certified  under  the  seal  or  the  corpora- 
tion, by  its  president  or  cashier,  to  the  Comptroller  of  the  Currency,  and  to  publish 
notice  thereof  for  a  period  of  two  months  immediately  after  the  filing  of  such  con-  ii 

sent,  in  a  newspaper  published  in  the  city  of  New  York,  which  notice  shall  state  that  — w 

the  said  corporation  is  closed  by  its  officers,  and  notify  its  creditors  to  present  their 
claims  against  the  said  corporation  for  pay  men  tT.  At  any  time  after  the  expiration 
of  six  months  from  the  giving  of  such  notice  tne  board  of  directors  or  any  stock- 
holder of  said  corporation  may  commence  suit  in  any  circuit  court  of  the  United 
States  for  the  judicial  settlement  of  the  business  of  said  corporation,  for  the  appoint- 
ment of  a  receiver  of  its  assets  and  property,  and  for  a  decree  dissolving  the  same ; 
and  in  any  such  suit  the  circuit  court  of  the  United  States  shall  have,  possess, 
and  use  all  the  powers  and  authority  of  court-s  of  equity  in  such  cases];  and  the 
existence  of  the  corporation  shall  continue  only  for  the  purpose  of  closing  its  affairs.  The 
Comptroller  of  the  Currency,  at  any  time  after  the  corporation  has  been  placed  in  liquida- 
tion ou  its  stockholders,  may,  upon  becoming  satisfied  of  its  insolvency,  appoint  a  receiver, 
who  shall  wind  up  its  affairs  in  accordance  with  the  provisions  of  section  sixteen  of  this  act. 
At  any  time  after  the  expiration  of  six  months  from  the  date  of  the  notice  to  the  creditors 
of  the  bank  to  present  their  claims  for  payment,  the  board  of  directors  or  any  stockholder  of 
said  bank  may  commence  suit  in  any  circuit  court  of  the  United  States  for  the  judicial  set- 
tlement  of  the  business  of  the  corporation  an^for  the  appointment  of  a  receiver  of  its  assets 
and  property;  and  in  any  such  suit  the  circuit  court  of  the  United  States  shall  have, 
possess,  and  %ise  all  the  powers  and  authority  of  courts  of  equity  in  such  cases. 

Sbc.  31.  That  the  corporation  herein  provided  for  shall  be  organized  and  obtain 
the  certificate  of  organization  as  hereinbefore  provided  within  two  years  from  and 
after  the  passage  of  this  act  and  not  thereafter ;  and  the  power  to  repeal,  amend,  or 
alter  this  act  in  any  and  all  respects  is  hereby  reserved. 

Sec.  32.  That  this  act  shall  take  effect  immediately. 

Mr.  Bbosius  addressed  the  committee  as  follows : 

Mr.  Ohaibman  and  Gentlemen  op  the  Committee  :  The  measore  ^ 

before  us  is  H.  E.  875.  Its  purpose  is  to  carry  into  effect  the  recom- 
mendations of  the  International  American  Conference  by  the  incorpo- 
ration of  an  international  American  bank.  Your  subcommittee  have 
reported  the  bill  to  the  ftill  committee  with  a  favorable  recommendation. 
It  is  proper  to  say  in  this  connection  that  the  bill  has  been  carefully 
examined  by  the  Comptroller  of  the  Currency,  and  the  amendment 
suggested  by  him  have  been  made.  As  now  framed  it  has  the  cordial 
approval  of  the  Comptroller. 

The  bill  has  been  drawn  with  great  care,  and  it^ests  no  x>owers  in 
the  proposed  bank  not  necessary  to  enable  it  to  execute  its  purpose 
effectively.  The  exercise  of  its  powers  is  amply  safeguarded,  with  a 
view  to  the  protection  of  its  shareholders,  depositors,  and  those  doing 
business  with  it.  Complete  visitorial  power  and  control  are  vested  in 
the  Comptroller  of  the  Currency.  The  Government  is  in  no  sense  a 
party  to  the  corporation,  assumes  no  liability  on  its  account,  and  is  in 
no  event  responsible  for  its  engagements.  The  only  purpose  in  charter- 
ing the  bank  by  act  of  Congress  is  to  have  an  institution  with  a  corpo- 
rate franchise  conferred  by  the  Federal  Government  to  inspire  public 
confidence  and  secure  safety  through  Government  supervision  and  con- 
trol. Foreign  countries,  taking  note  that  the  bank  was  projected  by  act 
of  the  Federal  Government,  a  source  of  authority  they  are  accustomed 
to  recognize,  would  at  once  see  the  propriety  of  granting  such  conoes-  ^ 

sions  to  their  own  people  as  would  be  necessary  for  the  establishment 
of  the  branches  contemplated  by  the  bill. 

The  most  effective  provisions  of  the  national  banking  act  relating  to 
periodical  reports  to  the  Treasury  Department  of  the  state  of  the 
bank's  business  and  general  publicity  of  its  affairs,  through  newspaper 
publication,  with  full  i)ower  vested  in  the  Comptroller  at  all  times  to 
examine  into  its  management  and  compel  any  impairment  of  its  capital 
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stock  to  be  made  good,  have  been  incorporated.  The  biU,  in  short, 
is  thoroughly  guarded  and  wisely  adapted  to  the  purpose  intended, 
aud  I  have  no  manner  of  doubt  if  it  becomes  a  law  it  will  realize  the 
expectations  of  its  most  ardent  Mends. 

Is  the  object  it  is  intended  to  subserve  a  necessary  or  desirable  onet 
This  is  the  inquiry  to  which  I  wish  briefly  to  address  myself  if  I  can 
have  the  attention  of  the  committee. 

The  question  how  to  promote  commercial  intercourse  between  the 
United  States  and  the  Eepublics  south  of  us  has  engaged  the  minds  of 
the  great  merchants  and  financiers  of  the  countries  concerned  for  many 
years.  It  was  one  of  the  subjects  considered  by  the  American  Inter- 
national Conference  in  1889.  A  somewhat  exhaustive  discussion  of  the 
subject  in  that  body  of  eminent  statesmen  from  all  the  American  Repub- 
lics resulted  in  the  unanimous  adoption  of  the  following  resolution : 

Besolvedf  That  the  oonferenoe  reoommends  to  the  Govemmente  here  represented 
the  gT&ntmg  of  liberal  concessions  to  facilitate  inter- American  banking,  and  espe- 
cially such  as  may  be  necessary  for  the  establishment  of  an  international  American 
bank,  with  branohes  or  agencies  in  the  several  countries  represented  in  this 
conference. 

COMHEBOIAL   INTBBOOUBBE  WITH  SOUTH  AMEBICA. 

The  people  of  the  United  States,  in  common  with  those  of  the  Central 
and  South  American  Republics,  feel  the  importance  of  increasing  com- 
mercial intercourse  between  the  different  portions  of  the  American 
continent,  and  they  believe  that  the  development  of  such  intercourse 
has  been  retarded  by  the  lack  of  adequate  facilities  for  exchange 
between  the  several  countries,  and  their  hope  for  a  revival  in  trade  is 
based  upon  the  establishment  of  improved  banking  facilities  which  will 
emancipate  these  growing  countries  from  their  age-long  servitude  to  the 
bankers  of  London  and  the  continent  of  Europe. 

No  one  has  expressed  the  situation  more  tersely  or  more  forcibly  than 
Mr.  Theodore  O.  Search,  president  of  the  National  Association  of  Man- 
ufacturers, after  a  tour  of  observation  through  South  America.    He  says : 

As  in  onr  ocean  commerce,  so  also  in  our  financial  relations  with  other  coantries, 
vre  are  dependent  largely  upon  the  services  rendered  by  foreign  interests.  Particu- 
larly in  our  dealings  with  tne  nations  to  the  south  of  us  we  are  in  urgent  need  of 
direct  international  banking  facilities.  We  do  $150,000,000  worth  of  business  with 
South  America  in  a  year,  and  yet  all  our  balances  have  to  be  settled  through  English 
or  European  banking  bouses.  In  the  great  trade  centers  of  South  America  the  Eng- 
lish, the  German,  the  French,  and  the  Italian  have  their  banks,  but  1  think  that  I 
am  right  in  saying  that  there  is  not  an  American  bank  in  all  South  America.  Mani- 
festly this  is  a  serious  hindrance  to  our  trade. 

The  conditions  of  international  trade  which  have  given  European 
countries,  notably  Great  Britain,  the  lion's  share  of  commercial  inter- 
course with  South  America  are  brought  into  distinct  view  by  the  report 
of  Gen.  I.  W.  Avery,  the  commissioner  to  South  America  from  the  Cot- 
ton States  and  International  Exposition,  who  visited  that  continent  in 
the  interest  of  the  Exposition.  He  informs  us  that  of  the  $911,000,000 
foreign  trade  that  South  America  does  each  year  only  1130,000,000,  or 
one  seventh,  is  done  with  the  United  States.  Of  the  latter  sum  our 
country  sells  South  America  but  $32,000,000,  or  one-fourth,  and  buys. 
$91,000,000,  leaving  a  balance  of  $59,000,000  against  us. 

Embracing  in  our  view  all  the  Republics  south  of  us,  the  figures  are 
still  more  significant.  The  total  foreign  commerce  of  Mexico,  Central 
and  South  America  is  about  as  follows: 

Imports $557,504,462 

Exports 722,364,251 

Total 1,279,868,713 
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Of  the  total  imports  the  United  States  supplies  999,814,538,  or  a  little 
over  one-fifth,  while  of  the  total  exports  they  receive  $207,384,623,  or 
nearly  one- third,  leaving  a  balance  against  them  of  $107,570,065. 

The  financial  part  of  all  this  business,  he  informs  us,  is  carried  on 
through  Europe.  European  vessels  carry  the  goods,  Europe  receives 
the  commissions  and  freights,  and  sells  most  of  the  goods  consumed  in 
South  America,  while  the  United  States  is  the  largest  purchaser.  This 
condition  of  the  trade,  he  says,  is  due  to  five  facts,  and  when  I  name 
them  you  will  agree  with  me  that  the  time  has  now  come  when  they 
should  cease  to  exist. 

First.  We  have  no  banks  in  South  America;  Europe  has  them  every- 
where. 

Second.  We  run  few  steamships  to  South  America;  Europe  runs 
them  to  all  her  ports. 

Third.  We  have  no  United  States  stores  in  South  America;  Europe 
has  her  stores  in  all  parts  of  that  continent. 

Fourth.  We  sell  for  cash;  Europe  gives  credit. 

Fifth.  Europe  makes  goods  and  packs  them  to  suit  the  South  Amer- 
ican trade;  we  do  not. 

You  thus  see  what  an  inviting  field  is  here  presented  for  aggressive 
effort  by  the  United  States  to  secure  her  share  of  the  trade  of  our 
southern  neighbors.  Such  a  burning  question  has  it  become  that  the 
National  Association  of  Manufacturers  recently  sent  a  commission  of 
representative  manufacturers  to  South  America  to  study  the  conditions 
of  trade  in  that  country  and  to  find  out  the  requirements  of  their  mar- 
kets. I  am  advised  by  one  of  the  commission  that  they  were  received 
everywhere  with  the  most  cordial  hospitality  and  their  mission  was 
everywhere  regarded  with  the  most  intense  interest,  and  that  the  con- 
sideration of  questions  bearing  upon  the  trade  relations  between  those 
countries  and  the  United  States  received  a  powerful  stimulus.  Their 
people  did  not  conceal  their  intense  desire  for  trade  and  friendship 
with  the  United  States  if  the  conditions  made  it  possible.  Mr.  Theo- 
dore G.  Search,  president  of  the  National  Association  of  Manufacturers 
and  a  member  of  the  commission  to  which  I  have  referred,  in  an  article 
in  the  North  American  Eeview  for  December  gives  a  clear  exposition 
of  the  conditions  of  trade  with  the  southern  Republics  and  its  distri- 
bution among  the  commercial  nations  and  points  out  the  means  by 
which  the  share  of  the  United  States  in  that  trade  can  be  increased. 
He  represents  that  the  total  trade  of  South  America  with  Europe  and 
North  America  in  1894  was  about  $700,000,000.  Using  the  figures 
compiled  by  the  Treasury  Department  and  published  in  the  Monthly 
Summary  for  April,  1896,  he  shows  the  foreign  trade  of  the  countries 
of  South  America  with  Europe  and  North  America  was  in  1896  as 
follows: 

Trade  of  the  principal  nations  witk  South  America,  1894. 
[Imports  firom  and  exports  to  South  American  oonntriee.] 


Conntries. 


• 

Brazil 

Areentina 

Chile 

Venezaela 

Colombia 

tfruguay 

Pern 

Gnianaa 

Eonador 

other  South  American  conntries 

I  Total 


Imports. 


♦167, 

123, 

68, 

19, 

U, 

12. 

20, 

10, 

6, 

5. 


979,961 
956,168 
000,700 
268,609 
600,082 
721, 118 
335,107 
927,855 
739,729 
700,161 


Exports. 


$96,501,768 

57.067,960 

28,438,948 

10, 771, 920 

14, 665, 150 

15,071,901 

6,611,094 

10, 650, 528 

2,906,708 

3,978,626 


430,199,460      239,764,602 


TotaL 


$254,671,729 

181,024^108 

83,839,648 

30,040,628 

29,206,141 

27, 798, 019 

25,946,291 

21,578,388 

8,646,487 

8,747,777 


669,964,063 
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The  distribution  of  this  trade  among  the  countries  which  participate 
in  it  is  another  interesting  exhibit  made  by  Mr.  Search  in  the  article  to 
which  I  have  referred.  The  following  table,  which  he  compiled  from 
the  Treasury  reports,  also  gives  the  imports  from  and  exports  to  South 
America  by  each  of  the  countries  named: 

Trade  of  the  principal  naiiane  with  South  America,  1894, 
[Imports  from  and  exports  to  Soath  America.] 


Coontriea. 


UoitedStatea.... 
United  Kingdom . 
Austria-  Hungary 

Belgiam 

Denmark 

France  ...., 

Grennany 

Italv 

Ketoerlands 

Spain 

Sweden 

Canada  ........•• 

Total 


Imports. 

Exports. 

$100. 147. 107 

132,644,450 

83,492.064 

97,118,639 

9,444,276 

1,385,688 

38,483,635 

6, 652, 277 

1.189.540 

54,375 

84,939,300 

49,909,800 

83,489,210 

84,811,308 

5.514,589 

9,620,471 

16,772,212 

1,776,336 

(,966,715 

4,200,033 

888,420 

188,940 

872,392 

1,392,285 

430, 199, 460 

239,754,602 

Total. 


♦132, 

180, 

10, 

45, 

1, 

184, 

118, 

15, 

17, 

10, 

1, 

2, 


791,557 
610, 703 
829,964 
135, 912 
243,915 
849,100 
300, 518 
135,060 
548,548 
166, 748 
077,360 
264,677 


669,954,062 


Percenta.(|;e. 


Imports. 


23.27 

19.40 

2.20 

8.93 

.26 

19.80 

19.46 

1.26 

3.65 

1.37 

.20 

.20 


100 


Exports. 


13.62 

40.51 

.58 

2.77 

.02 

20.82 

14.52 

4.01 

.74 

1.75 

.06 

.58 


100 


Total. 


10.80 

26.95 

1.62 

6.73 

.18 

20.13 

17.67 

2.26 

2.62 

1.53 

.16 

.34 


100 


Here  is  revealed  a  trade  condition  of  the  greatest  significance  to  the 
American  people.  The  United  States  is  tbe  largest  buyer  of  South 
American  products,  taking  about  one-fourth  of  the  entire  export,  while 
Great  Britain,  Germany,  and  France  each  export  more  than  the  United 
States  to  that  continent.  Great  Britain  sells  to  South  America  $3 
worth  of  goods  for  every  dollar's  worth  we  sell  her. 

When  we  consider  how  intense  is  the  desire  of  the  people  of  the  United 
States  for  a  more  extended  trade  with  our  South  American  neighbors, 
and  that  our  feeling  is  so  cordially  reciprocated  by  them,  it  must  be  that 
some  hindrances  hitherto  regarded  as  insui>erable  have  prevented  the 
more  rapid  extension  of  our  commerce  in  that  quarter.  It  is  true  that 
with  the  meager  facilities  we  have  enjoyed,  our  trade  with  South  Amer- 
ica has  increased.  In  forty  years  it  has  grown  Irom  $30,170,160  to 
$145,170,224— nearly  fivefold  increase.  This  is  a  greater  ratio  of  increase 
than  the  total  foreign  trade  of  the  United  States  can  show  for  the  same 
period.  But  with  a  mechanism  of  exchange  at  all  commensurate  with 
the  rank  of  our  country  and  our  capacity  for  production  for  the  use  of 
others,  and  the  needs  of  our  South  American  neighbors  in  lines  whose 
production  they  have  not  yet  achieved,  our  ratio  of  trade  growth  would 
have  been  much  greater. 

The  lines  on  which  our  progress  in  developing  southern  trade  in  the 
near  future  will  be  most  distinctly  marked  are  pointed  out  by  Mr. 
Search,  and  I  again  avail  myself  of  his  figures,  so  carefully  compiled,  to 
show  the  gleam  of  hope  that  lights  our  way  to  increased  commerce 
when  our  enterprise  has  developed  adequate  agencies  to  carry  it  on. 
The  following  tabulated  statement  shows  the  kinds  of  manufactures 
most  available  for  our  southern  trade,  and  in  the  exx)ort  of  which  our 
greatest  success  will  be  achieved  in  the  future,  and  presents  a  compari- 
son between  the  United  States  and  Great  Britain  in  the  relative  extent 
to  which  the  competing  nations  command  the  markets  of  South  Amer- 
ica. The  table  gives  one  more  turn  to  the  screw  of  our  humiliation, 
but  is  interesting  and  instructive,  and  the  torture  may  awaken  us  to  a 
livelier  sense  of  what  our  own  interests  and  our  dignity  and  character 
require  of  us. 
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SiaUment  of  eag^orU  of  the  manufnotures  named  from  United  States  and  Great  Britain  to 

South  America  for  the  year  1895, 


Agriooltaral  implementa  and  machinery 

Carriages,  caitB,  etc 

Cotton  cloths 

Hardware,  tools,  etc 

Machinery,  engines,  etc 

Total 


From  United 
States. 


$1,313,744 

456, 073 

3,475,g23 

640, 156 

2,785,810 


8, 671, 606 


From  United 
Kingdom. 


$3,248,407 
1,121,527 

28, 303, 840 
1,827,127 
4,406,035 


38,906,043 


A  comparison  of  onr  lack  with  the  great  abundance  of  facilities 
ei\jojed  by  European  countries  for  the  South  American  trade  brings 
into  view  as  a  conspicuous  agency  in  European  commerce  suitable  and 
oonvenient  means  of  exchange.  Every  leading  European  nation  has 
established  banks  in  the  Bouth  American  countries  to  facilitate  ex- 
changes. I  saw  it  stated  recently  that  France  is  about  establishing  a 
bank  in  Brazil  with  a  capital  of  $2,000,000  for  the  purpose  of  opening 
more  direct  financial  relations  with  that  country.  French  traders  are 
not  satisfied'  with  existing  facilities  which  compel  them  to  operate 
through  English  banks. 

ENGLISH  AND  GERMAN  BANKS  IN  SOUTH  AMERICA. 

United  States  Consul  Johnstone,  at  Pernambuco,  Brazil,  said  recently 
that  English  and  German  banking  houses  were  scattered  throughout  the 
entire  eastern  and  western  coasts  of  South  America.  These  banks, 
while  doing  a  general  exchange  business,  are  established  especially  for 
the  benefit  of  the  trade  of  their  own  countries.  It  is  said  that  there  are 
sixty  incorporated  banks  in  London  with  a  capital  of  $204,000,000 
exdusiyely  devoted  to  international  banking. 

In  the  report  of  the  commission,  to  which  I  have  already  so  frequently 
referred,  it  is  said,  speaking  of  Argentina: 

Foar-flfthfl  of  the  present  banks  of  Argentina  are  branches  of  foreign  banking 
honsesi  all  of  which  are  European.  The  United  States  is  the  only  country  attempt- 
ing to  do  business  without  a  banking  representative,  and  it  is  the  opinion  of  those 
well  informed  on  the  subject  that  any  large  increase  in  our  business  with  Argentina 
will  necessitate  the  establishment  of  direct  banking  connections.  Minister  Buchanan, 
after  a  careful  investigation  of  the  conditions,  says:  ''This  city  (Buenos  Ayrea) 
offers  a  splendid  field  for  American  banking  capital,  and  I  am  satisfied  that  an  Amer- 
ican bauK,  conducted  as  our  banks  are,  woula  command  great  favor  here,  and  find 
many  advantages  and  facilities  extended  to  it.  I  am  equally  certain  that  it  would 
be  the  means  of  extending  and  enlarging  our  commerce  with  this  country." 

I  do  not  doubt  that  trade  might  be  increased  between  our  own  and 
the  countries  south  of  us  by  improved  facilities  for  transportation  and  by 
catering  to  the  tastes  of  the  people  and  adapting  our  goods  to  their 
markets,  but  over  and  above  all  possible  gain  from  these  sources  there 
is  a  large  benefit  to  be  derived  from  a  coincident  extension  of  the  means 
of  exchange.  The  mechanism  of  exchange  is  only  second  in  importance 
to  that  of  transportation.  Improvements  on  both  lines  might  well 
progress  concurrently. 

INTEBNATIONAL  MBOHANISM  OF  EXOHANGhE  NEEDED. 

It  is  not  easy  to  see  how  the  currents  of  trade  that  have  been  flowing 
so  long  across  the  Atlantic  from  Central  and  South  America  can  be 
changed  and  made  to  flow  north  and  south  without  the  aid  of  an  inter- 
national mechanism  of  exchange  which  will  afford  facilities  at  least 
equal  to  those  existing  between  this  continent  and  Europe. 
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The  indirect  exehange^  which  has  been  <mr  chief  reoaarse  in  the  past, 
entails  great  loss  upon  the  United  States  and  affords  ample  gains  to 
European  bankers,  which  American  bankers  ought  to  enjoy.  This  is 
obvious  enough  to  all  who  understand  the  course  of  our  foreign  trade. 
Our  imports  from  the  south  of  us  greatly  exceed  our  exports,  creating 
a  balance  against  us  on  our  trade  ledger,  while  Great  Britain  exports 
to  those  countries  largely  in  excess  of  her  imports  from  them,  leaving 
a  balance  against  the  latter  countries.  We  pay  our  balance  to  South 
America  indirectly  with  the  British  goods  shipped  to  her  in  excess  of 
what  Great  Britain  imports  from  her.  In  other  words,  there  is  a  tri- 
angular trade  between  the  United  States,  Great  Britain,  and  South 
America.  British  ships  sail  with  goods  ftom  British  ports  to  South 
America,  thence  to  the  United  States  with  sugar,  coffee,  teas,  and 
spices,  and  finally  return  to  Great  Britain  with  American  cotton  and 
food  products.  Not  only  do  British  interests  enjoy  the  benefits  of  this 
trade,  but  British  ships  pocket  the  freights  and  British  banks  the  com- 
missions on  the  exchange  required  in  t^e  financiiJ  settlements. 

To  see  how  British  banks  secure  these  advantages,  we  have  only  to 
look  into  the  mode  of  conducting  our  commercial  intercourse  with  our 
southern  neighbors.  Let  me  give  you  an  illustration  of  financing  for  a 
shipment  of  goods  from  Argentina. 

IMPORTINa  FROM  AB0ENTINA. 

Take,  for  instance,  a  purchase  of  wool,  which  we  will  say  costs  in 
Argentina  £1,000,  or  about  $5,000.  An  importer  here  when  he  orders 
the  wool  from  a  merchant  there  (Argentina)  furnishes  a  letter  of  credit 
of  a  London  banker,  which  is  taken  out  for  his  account  in  favor  of  the 
shipper.  The  shipper  draws  under  this  letter  of  credit  at  whatever 
usance  is  named,  usually  in  South  America  at  ninety  days'  sight,  accom- 
panying his  draft  with  shipping  documents,  which  are  to  be  given  up  to 
the  drawee  in  London  on  his  acceptance.  Duplicate  documents  are 
forwarded  to  the  correspondent  of  the  London  banker  in  ]^ew  York,  so 
that  the  goods  may  be  taken  charge  of  on  arrival  of  the  ship  here.  The 
drafts  on  London  are  accepted  at  say  ninety  days'  sight  and  charged  to 
the  American  importer  in  that  way.  Upon  arrival  of  the  goods  here 
the  importer  applies  to  the  banker's  agent  or  representative,  and  if  the 
importer  is  of  good  standing  he  usually  receives  the  documents  in 
exchange  for  an  engagement  to  hold  the  goods  (with  liberty  to  sell)  or 
the  proceeds  in  trust  for  the  bankers  until  the  acceptance  in  London  is 
covered. 

In  this  way  an  importer  from  South  America  would  receive  his  goods 
about  the  time  the  shipper's  drafts  would  reach  London,  and  he  would 
thus  have  about  ninety  days  credit,  say  sufficient  time  to  sell  the  goods, 
and  out  of  the  proceeds  to  protect  the  drafts  drawn.  To  cover  the 
London  banker  he  would,  of  course,  buy  a  draft  on  London  at  whatever 
the  rate  on  London  would  happen  to  be. 

A  settlement  in  a  case  like  the  foregoing  could  not  be  effected  ad- 
vantageously by  direct  exchange  with  Argentina  under  existing  condi- 
tions, and  such  exchange  with  any  South  American  country  is  scarcely 
known.  I  am  advised  by  a  New  York  house,  which  has  been  doing 
business  with  South  America  for  twenty-seven  years,  that  nearly  aU 
their  transactions  were  carried  on  through  credits  on  London.  The 
reason  is  obvious.  No  matter  how  good  my  customer  is  in  South 
America  it  is  not  x>ossible  to  negotiate  a  draft  on  him  at  any  reasonable 
rate  of  exchange.    Our  people  have  no  means  of  ascertaining  his 
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standing  and  credit,  and  hence  a  draft  on  him  mnst  go  a  l)egging  in 
the  United  States. 

It  is  easily  seen  that  American  bankers,  excepting  the  few  houses 
doing  an  exchange  business,  have  no  agency  to  speak  of  in  these  trans- 
actions and  enjoy  none  of  the  benefits  of  them  excepting  so  far  as  they 
may  be  the  agents  of  British  bankers  and  operating  in  their  interests. 

Kow,  gentlemen,  can  you  conceive  of  a  situation  more  humiliating 
than  this  to  a  patriotic  American  ?  Seventy  millions  of  the  most  enter- 
prising people  on  earth,  the  greatest  republic  on  which  the  sun  shines, 
the  richest  nation  in  material  resources  and  productive  capacity  obUged 
to  obtain  a  letter  of  credit  from  a  European  bank  before  it  can  buy  a 
bill  of  goods  from  a  neighboring  country  on  our  own  continent;  com- 
I)elled  to  conduct  a  rivalry  in  international  commerce  with  European 
nations  for  South  American  trade  with  the  fiscal  agencies  employed  in 
effecting  exchange  practically  in  the  hands  of  our  most  formidable 
competitor. 

AMEBIOAN  GOODS  IN  BBITISH  BOTTOMS. 

Kot  only  that,  but  for  the  carriage  of  our  goods,  our  mails,  and  our- 
selves to  South  America  we  are  dependent  upon  steamers  built  and 
owned  in  England  and  operated  under  British  management.  Every 
American  cheek  should  tingle  with  shame  at  the  thought  of  the  recourse 
to  which  a  commission  of  manufacturers  &om  the  United  States  was 
subjected  this  year.  O.  D.  Mitohell,  of  Chattanooga,  Tenn.,  one  of  the 
vice-presidents  at  large  of  the  National  Association  of  Manufacturers, 
expressed  the  situation  in  this  indignant  phrase.    He  said: 

It  was  a  national  disgrace  when  sending  a  business  commission  to  Arg;entiDa  and 
Brazil  this  year  to  acquaint  ns  with  trade  prospects  that  they  were  compelled  to 
cross  the  Atlantic  twice  each  way  in  foreign-owned  and  foreign-made  steamers.  In 
a  three  months'  absence  they  only  had  twenty-five  days  to  ''spy  out  the  land." 
whereas  could  they  have  gone  direct  the^  would  have  had  sixty  days  in  which  to  do 
their  allotted  worK.    Thus  the  disgrace  is  overshadowed  by  the  injury  and  loss. 

This  must  indeed  be  galling  to  those  of  our  citizens  who  are  so  sen- 
sitive to  foreign  influences  as  to  stoutly  protest  against  the  use  by  tilie 
United  States  of  what  they  call  the  British  system  of  financiering.  I 
am  sure  they  at  least  will  unite  with  me  in  this  effort  to  emancipate 
ourselves  from  this  abject  bondage  to  British  credit  and  will  rejoice 
with  me  to  see  this  country  rise  redeemed  and  regenerated  by  the 
achievement  of  financial  independence. 

DIBEOT  EXOHANGE  DESIBED. 

Direct  exchange  between  the  countries  concerned  was  the  consum- 
mation which  the  delegates  from  all  the  countries  represented  in  the 
International  American  Conference  hoped  to  achieve.  A  discussion  of 
which  precedes  the  other  in  the  order  of  development,  commerce  or 
banking,  is  of  too  academic  a  character  to  be  useful.  It  is  entirely 
obvious  that  where  commerce  between  two  or  more  countries  has 
arrived  at  a  given  state  of  development  under  inferior  facilities  for 
exchange  that  an  additional  impetus  to  trade  will  come  from  an 
extension  of  the  means  of  settling  accounts.  This  is  attested  by  all 
observation  and  experience.  The  greater  the  facilities  for  direct  clear- 
ance on  account  of  goods  exported  against  goods  imported  the  greater 
will  be  the  volume  of  commodities  exchanged. 

When  we  consider  that  the  countries  south  of  us  are  not  manufac- 
turing countries,  but  produce  largely  raw  material  which  it  would  be 
materially  advantageous  to  exchange  for  our  manufactured  goods^  the 
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desirability  of  the  object  had  in  view  is  distinctly  emphasized.  The 
delegates  &om  the  Soath  American  Eepublics  pointed  oat  this  consid- 
eration in  their  arguments  in  support  of  the  resolution  I  have  quoted. 
They  looked  north  and  saw  a  great  manufacturing  nation  in  need  of 
raw  material,  and  they  fully  realized  that  their  people  needed  the 
manufactured  goods  we  produce,  and  which  are  now  supplied  by  Eng- 
land and  other  nations. 

BOUNTY  PAID  TO  EUBOPEAN  BANKERS. 

This  condition  of  commerce  is  injurious  both  to  the  United  States 
and  the  southern  Eepublics.  Over  and  above  the  loss  of  the  reciprocal 
advantages  which  trade  affords,  we  are  paying  a  large  bounty  to  Euro- 
pean bankers  for  effecting  our  exchanges  for  us,  because  we  have  not 
the  means  of  making  them  ourselves.  With  suitable  machinery  for 
exchange  established  between  the  countries  of  the  American  continent 
we  would  save  a  large  amout  of  commissions  paid  to  English  and  con- 
tinental bankers  and  direct  large  streams  of  profit  to  American  finan- 
cial centers  which  now  flow  to  European  markets.  Under  existing 
conditions  we  are  compelled  to  suffer  this  loss  in  addition  to  the  indi- 
rect injury  we  sustain,  for  the  president  of  the  National  Association  of 
Manufacturers  in  his  recent  report  well  says: 

There  are  abundant  reasons  for  the  belief  that  the  oommeroial  interests  of  the 
United  States  in  South  America  would  be  greatly  benefited  if  they  were  independent 
of  England  in  their  financial  transactions. 

In  the  report  of  the  committee  apxK>inted  by  the  International  Amer- 
ican Conference  to  consider  and  report  upon  this  question,  it  was  declared 
that  there  was  not  in  the  countries  represented  in  the  conference  any 
organized  system  of  bankers'  exchanges,  or  credits;  for  instance,  they 
said  drafts  upon  the  United  States  were  not  obtainable  at  all  in  many 
of  the  markets  of  South  America,  and  in  most  of  them  are  only  saleable 
at  a  discount  below  the  sterling  equivalent.  In  like  manner,  drafts 
upon  South  and  Genlral  America  are  practically  unknown  in  the  money 
markets  of  S'ew  York,  Philadelphia,  Baltimore,  Few  Orleans,  Ohicago, 
and  Boston.  Necessarily,  therefore,  the  merchants  who  import  goods 
from  these  southern  countries  make  their  exchanges  through  English 
bankers'  credits.  We  pay  for  the  goods  we  buy  by  remittances  to  Lon- 
don or  the  Continent  to  cover  drafts  drawn  in  the  exporting  markets 
against  European  letters  of  credit,  and  we  pay  1  per  cent  for  the  privilege 
of  doing  so,  which  might  be  saved,  as  well  as  interest  and  commissions, 
if  we  had  an  int'Crnational  banking  system  so  developed  as  to  afford  a 
market  for  drafts  drawn  against  letters  of  credit  issued  in  America, 
such  as  now  exists  for  drafte  drawn  against  European  letters  of  credit. 

One  of  the  delegates  from  South  America  said  if  a  merchant  from 
Argentina  wished  to  send  goods  to  the  United  States  he  must  ask  the 
one  to  whom  he  sends  the  goods  f  consignee)  to  authorize  him  to  draw 
upon  some  bank.  The  consignee  nas  to  send  him  a  letter  of  credit  on 
liondon,  because  there  is  no  bank  there  that  can  issue  a  draft,  nor 
would  tne  merchant  know  what  to  do  with  a  draft  if  he  received  it,  as^ 
there  are  no  banking  institutions  to  which  he  could  sell  such  a  bill  of 
exchange.  The  consequence  is  that  the  banker  in  London  must  be  paid 
a  commission  of  1  per  cent  upon  the  amount  simply  for  placing  his 
name  upon  the  paper. 

Another  delegate,  observing  the  necessity  for  branches  in  the  South 
American  countries,  argued  very  cogently  that  the  banks  in  those 
countries  have  no  relations  with  each  other,  nor  have  they  any  knowl- 
edge of  the  operations  of  each  other.    There  is,  for  instance,  no  way  of 
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knowing  in  the  Argentine  Bepnblie  whether  a  draft  drawn  by  the  Bank 
of  Oosta  Eica  is  valid  or  not.    Likewise  a  draft;  on  the  Bank  of  Mexico 
might  have  some  difficulty  in  being  accepted  in  any  of  the  South 
American  Eepablics,  because  its  solvency  would  not  be  known  in  those 
countries.    But  with  branches  established  in  every  section  the  Inter- 
national American  Bank  could  draw  on  its  branches  anywhere  with  per-  ^ 
feet  knowledge  and  implicit  confidence.   The  obvious  result  would  be  the       ^Jb 
dissemination  of  knowledge  of  the  standing  of  merchants  and  business       ^^ 
men  in  the  commercial  centers  of  the  several  countries  and  the  promo- 
tion of  that  confidence  indispensable  to  that  commercial  association  and 
intercourse  which  carries  on  its  wings  blessings  to  all  concerned. 

BANKING  FACILITIES  STIMULATE  TRADE. 

As  money  is  the  great  instrument  of  association  among  men.  States, 
and  nations,  so  any  extension  of  the  facilities  for  making  money  avail- 
able and  supplying  media  of  exchange,  such  as  banking  operations 
afibrd,  always  quickens  the  currents  of  trade  and  stimulates  intercourse 
among  merchants  in  the  same  and  likewise  in  difierent  States  and 
nations.  Putting  capital  into  banks,  at  least  to  the  extent  of  meeting 
all  reasonable  demands,  has  ever  been  and  always  will  be  a  distinct 
benefit  to  business. 

AMERICAN  CAPITAL  SHOULD  SERVE  AMERICANS. 

Kor  can  any  one  assign  a  reason  why  the  transactions  between  the 
United  States  and  South  America  should  be  effected  through  England. 
Is  it  a  suitable  thing  that  the  United  States,  with  her  great  abundance  * 

of  capital  and  her  competent  financiers  and  great  merchant  princes, 
should  stand  idly  by  and  see  European  countries  carrying  off  the 
advantages  of  international  exchange  and  putting  us  in  the  position 
of  dependents  upon  European  bankers  for  effecting  our  financial 
exchanges  with  the  countries  of  the  American  continent?  Americans 
should  enjoy  the  profits  of  whatever  they  can  do  with  American  capital, 
and  any  machinery  they  lack  to  enable  them  to  enjoy  these  advantages 
should  be  at  once  supplied. 

There  are  American  banking  houses  doing  foreign  business,  it  is 
true,  to  some  extent,  but  what  are  not  controlled  by  foreign  influence 
are  totally  inadequate  to  meet  the  needs  of  our  exchange  with  countries 
south  of  us,  and  the  only  way  to  put  ourselves  in  a  situation  of  inde- 
pendence in  international  finances  at  all  commensurate  with  our 
resources,  our  power,  and  our  rank  among  the  nations  is  to  establish 
an  international  bank  in  the  United  States  with  branches  in  the  South 
American  Eepublics  operated  under  concessions  which  we  are  assured 
by  the  representatives  of  those  countries  will  be  cheerfully  granted. 

The  committee  of  the  International  Conference  referred  to  say  in 
their  report : 

Your  oommittee  believes  that  the  best  means  for  faoilitatinf;  the  development  of 
banking  business,  and  generally  of  financial  relations  between  the  markets  of  North, 
South,  and  Central  America,  as  well  as  for  improving  the  mechanism  of  exchange  ^ 

without  calling  on  any  Government  whatever  to  exceed  its  functions,  would  be  the 
passage  of  a  law  by  the  United  States  incorporating  an  international  American  bank, 
with  ample  capital,  with  the  privilege  on  the  part  of  the  citizens  of  the  se^ral 
oonntries  in  the  conference  to  take  shares  in  such  bank  pro  rata  to  their  foreign 
commerce;  which  bank  should  have  no  power  to  emit  circulating  notes, but  which 
should  have  all  other  powers  now  enjoyed  by  the  national  banks  of  the  United  States 
as  to  deposits  and  discoont,  as  well  as  aU  such  powers  as  are  now  posaessed  by  films 
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or  piiyate  banken  in  the  matter  of  uaninff  letters  of  credit  and  maldDff  loans  upon 
all  classes  of  commodity,  buying  and  selling  bills  of  exchange,  coin,  bullion;  and 
with  power  to  indorse  or  guarantee  against  proper  security,  and  generally  to  do 
whatever  can  be  done  by  the  great  banking  firms  who  are  carrying  on  their  business 
without  the  aid  of  corporate  charters  under  the  laws  of  a  general  partnership. 

With  sach  an  international  bank  established,  with  branches  in  all 
the  Bepublics  on  this  continent,  there  would  be  a  stimulation  of  inter- 
course, commercial  and  financial,  such  as  would  surprise  those  who  are 
content  to  transact  American  business  through  European  bankers  and 
are  satisfied  that  Europe  should  buy  from  us  and  reship  the  same  goods 
to  South  America  at  a  profit  which  we  are  too  slow  or  stupid  to  secure 
for  ourselves. 

NEW  FIELDS  FOB  INTBSTHENTS. 

Capitalists  north  and  south  would  have  new  fields  for  inTeBtment& 
The  loans  of  the  United  States  might  find  new  markets  this  side  the 
Atlantic.  At  least  we  would  not  be  confined  to  English  syndicates 
when  we  found  it  necessary  to  farm  out  the  Treasury  of  the  United 
States  to  keep  up  our  gold  reserve.  There  might  at  least  be  some  com- 
petition in  the  borrowing  markets,  so  that  we  would  be  no  longer  left  at 
the  mercy  of  a  single  Government  when  we  needed  money. 

So  of  all  classes  of  securities,  State^  municipal,  and  corporate.  A 
new  field  would  be  open  for  investors  in  all  the  countries  from  which 
great  advantages  would  flow  and  which  can  not  be  secured  by  any 
other  means  so  certainly  and  so  speedily  as  by  the  establishment  of 
suitable  facilities  ibr  exchange  between  the  republics  of  this  continent. 

AN  INTEBNATIONAL  OOIlf. 

But  this  is  not  all  the  benefit  we  might  hope  to  have  from  the  exten- 
sion of  our  commercial  and  financial  association  with  the  republics  of 
this  continent.  It  will  easily  be  remembered  what  importance  was 
attached  to  the  adoption  of  an  international  coin  for  use  in  the  several 
countries  represented  in  the  international  conference.  I  have  no  doubt 
that  the  establishment  of  an  international  bank  and  the  increased 
intercourse  which  would  follow  between  the  United  States  and  South 
America  would  hasten  the  adoption  of  an  international  silver  coin  which 
would  confer  lasting  benefits  upon  all  the  countries  of  this  continent. 

The  discussions  in  the  conference  made  demonstrably  clear  the  desir- 
ability of  this  consummation.  Distinct  expression  was  given  by  the 
delegates  from  South  America  of  the  serious  difficulties  experienced 
and  the  great  losses  suffered  by  the  silver-using  countries  in  their  com- 
merce with  the  gold-using  countries  on  account  of  the  great  fluctuation 
in  the  value  of  the  white  metal.  The  delegate  from  Bolivia  regretted 
that  there  could  be  so  little  commerce  between  his  country  and  the 
United  States,  in  part  because  of  the  enormous  discount  on  Bolivia 
money  in  this  country.  They  paid,  he  said,  for  the  petroleum,  cotton 
stuffs,  hardware,  agricultural  implements  and  machinery  imported  from 
the  United  States  by  drafts  on  London,  the  cost  of  which  was  so  great 
that  their  Bolivia  money  was  reduced  to  nearly  half  its  value. 

Without  elaborating  this  consideration,  it  is  obvious  enough  that 
more  intimate  relations  with  the  Bepublics  south  of  us,  both  com- 
mercially and  financially,  will  help  to  the  consummation  of  an  arrange- 
ment by  which  a  common  international  silver  coin  may  be  adopted  for 
common  use  as  a  legal  tender  between  these  countries  at  an  established 
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relation  with  gold,  whereby  silver  wonld  be  available  in  the  discharge 
of  obligations  between  the  countries  concerned,  thus^conferring  recipro- 
cal benefits  upon  all  the  countries  of  the  American  continent. 

THE  CONSTITUTIONAL  OBJECTION. 

The  objection  made  by  some  to  this  measure  based  upon  a  supposed 
constitutional  limitation  of  the  power  of  Congress  in  the  premises  is 
not  in  my  opinion  at  all  tenable.  It  is  provided  inter  alia  in  artide  1, 
section  8,  paragraph  3,  of  the  Constitution,  as  follows: 

The  Congress  shall  have  power  *  *  *  to  regulate  commeroe  with  foreign 
nations. 

The  constitutional  meaning  of  the  words  ^^to  regulate  commerce"  has 
been  so  frequently  and  so  fully  considered  by  the  courts  with  such  force 
of  reason  and  amplitude  of  learning  that  I  may  well  be  excused  from 
the  task  of  enlarging  upon  the  subject  in  this  connection.  Bemem- 
bering  that  the  Constitution  is  an  instrument  of  enumeration  rather 
than  of  definition,  it  is  obvious  enough  that  the  extent  of  the  power  is 
limited  by  the  meaning  of  the  words  in  which  it  is  granted.  Story,  in 
his  Commentaries,  says : 

The  snbject  to  be  regnlated  is  commeroe.  Commeroe  is  something  more  than  traffic ; 
it  is  intercourse.  It  describes  commercial  interconrse  between  nations  in  aU  its 
branches  and  is  regnlated  by  prescribing  rules  for  carrying  on  that  intercourse.  To 
construe  the  power  so  as  to  impair  its  efficacy  would  defeat  the  very  object  for  which 
it  was  introduced  into  the  Constitution. 

The  late  Justice  Miller,  in  his  work  on  the  Constitution,  says: 

Traffic  and  trade  are  comprised  of  a  g^eat  many  elements,  so  far  as  the  means  are 
concerned  by  which  and  the  persons  by  and  between  whom  they  are  carried  on. 

Still  more  explicit  is  the  language  of  the  Supreme  Court  in  McCall 
V.  California  (136  U.  S.,  104) : 

Commerce  includes  the  fact  of  intercourse  and  of  traffic  and  the  subject-matter  of 
intercourse  and  traffic.  The  fact  of  intercourse  and  traffic  asain  embraces  aU  the 
means,  instruments,  and  places  by  and  in  which  intercourse  and  traffic  are  carried  on 
at  those  places  and  by  and  with  these  means. 

To  exclude  from  the  power  the  regulation  of  the  means  of  exchange 
and  the  use  of  credit  in  carrying  on  foreign  commerce  would  imply  that 
foreign  commerce  in  the  constitutional  sense  is  limited  to  barter  or 
exchange  without  the  use  of  the  great  modem  agency  of  credit.  The 
admission  that  a  suitable  mechanism  of  exchange  between  countries 
facilitates  foreign  commerce,  and  no  one  denies  that,  is  a  concession  of 
the  entire  ground  of  contention,  for  the  purpose  of  the  power  to  regu- 
late is  to  facilitate,  and  any  means  that  facilitates  must  therefore  be 
included  in  the  power  to  regulate. 

Whether  an  international  bank  is  a  suitable  means  of  facilitating 
foreign  commerce  is  not  a  judicial  but  a  legislative  question.  The 
decision  of  Congress  on  that  question  can  not  be  reviewed  by  the 
courts.  Congress  may  choose  any  means  suitable  to  carry  out  a  granted 
power.  All  means  appropriate  and  not  prohibited,  if  the  end  be  within 
the  constitutional  mandate,  are  constitutional.  Thisprincipleisnowhere 
more  elaborately  considered  than  in  McCuUoch  v,  Maryland.  From 
that  magaziDC  of  judicial  learning  I  deduce  some  observations  which 
carry  the  substance  if  not  the  words  of  that  justiy  celebrated  decision, 
and  which  apply  as  well  to  an  international  as  to  a  national  bank. 

If  any  one  proposition  could  command  the  universal  assent  of  man- 
kind, we  might  expect  it  would  be  this,  that  the  Government  of  the 
Union,  though  limited  in  its  powers,  is  supreme  within  its  sphere  of 
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action.  This  would  seem  to  result  necessarily  from  its  nature.  It  is 
the  Government  of  all  ^  its  powers  are  delegated  by  all ;  it  represents 
tkllj  and  acts  for  all. 

POWBBS  GONFEBBED  BY  THE  CONSTITUTION. 

The  nature  of  the  Oonstitution  requires  that  only  its  great  outlines 
should  be  marked,  its  important  objects  designated,  and  the  minor 
ingredients  which  compose  those  objects  be  deduced  from  the  nature 
of  the  objects  themselves. 

Is  it  denied  that  Government  has  its  choice  of  means  or  that  it  may 
employ  the  most  convenient  means,  if  to  employ  them  it  be  necessary  to 
erect  a  corporation?  The  power  to  create  a  corporation  appertains  to 
sovereignty,  and  is  not  expressly  conferred  on  Congress.  The  Govern- 
ment can  not  be  restrained  from  creating  a  corporation  as  a  means  for 
performing  its  functions,  for  the  reason  that  such  an  act  is  an  exercise 
of  sovereignty. 

The  power  of  creating  a  corporation  is  not  an  end  for  which  other 
powers  are  exercised,  but  a  means  by  which  other  objects  are  accom- 
plished. In  Galifomia  v.  Pacific  Railroad  Company  (127  U.  S.,  1)  it  was 
declared  that  Congress  has  the  power  to  construct  or  to  authorize  indi- 
viduals or  corporations  to  construct  railroads  or  national  highways  from 
State  to  State  and  that  that  authority  is  essential  to  the  complete  con- 
trol and  regulation  of  interstate  commerce. 

Congress  is  empowered  to  make  such  laws  as  may  be  necessary  and 
proper  for  carrying  into  effect  the  powers  conferred  on  the  Government. 
The  word  '^  necessary  ^  does  not  exclude  the  choice  of  means  which  are 
appropriate. '  Necessary  means  are  any  means  reasonably  calculated  to 
produce  the  end. 

The  Constitution  does  not  prescribe  the  means  by  which  Government 
shall  execute  its  powers.  Future  exigencies  could  not  have  been  fore- 
seen, and  must  be  provided  for  as  they  occur.  The  Constitution  does 
not  restrain  Congress  or  impair  its  right  to  exercise  its  best  judgment 
in  the  selection  of  measures  to  carry  into  execution  the  constitutional 
powers  of  the  Government. 

Let  the  end  be  legitimate,  let  it  be  within  the  scope  of  the  Constitu- 
tion, and  all  means  which  are  appropriate,  which  are  plainly  adapted  to 
that  end,  which  are  not  prohibited,  but  consistent  with  the  letter  and 
spirit  of  the  Constitution,  are  constitutional.  (McCulloch  v.  Maryland, 
4  Wheaton.) 

Keeping  these  principles  in  mind  and  remembering  that  the  interna- 
tional bank  authorized  by  this  bill  has  no  other  purpose  than  to  facili- 
tate our  foreign  commerce  by  affording  improved  means  of  exchange 
between  our  own  and  other  countries,  you  can  hardly  fail  to  see  that 
the  measure  is  entirely  within  the  warrant  of  the  Constitution.  If,  how- 
ever, there  still  lingers  in  any  mind  a  doubt  of  the  soundness  of  the 
views  I  have  only  suggested  without  elaborating,  it  will  certainly  be 
removed  by  an  examination  of  a  few  of  the  leading  cases  in  which  the 
question  has  received  judicial  consideration,  notably  the  cases  of  Gib- 
bons V.  Ogden  (9  Wheaton,  196),  United  States  v.  flolliday  (3  Wallace, 
417),  People  v.  Brooks  (4  Denio,  469),  Brown  v.  Maryland  (12  Whea- 
ton, 445),  McCulloch  v.  Maryland  (4  Wheaton,  316),  Legal  Tender 
Cases  (12  Wall.,  457),  Juilliard  v.  Greenman  (110  U.  S.,  421),  Veazie 
Bank  v.  Fenno  (8  Wall.,  533),  ITational  Bank  v.  United  States  (101  U. 
S.,  1). 

In  conclusion  I  submit  a  few  selected  expressions  of  view  to  fortify 
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my  own  reasoning  npon  the  importance  if  not  necessity  of  this  meas- 
ure and  to  show  the  consensus  of  opinion  among  the  leading  flnanciers 
of  the  United  States.  I  also  append  the  favorable  reports  on  a  similar 
measure  by  the  Ooimnittee  on  Banking  and  Currency  of  the  Fifby-first 
and  Fifty-second  Congresses,  together  with  communications  of  Presi- 
dent Harrison  and  Secretary  Blaine  and  the  report  of  the  committee  on 
banking  of  the  International  American  Conference. 


BT  WILLIAM  H.  T.  HVGHIBS,  OF  HUOHKS  A  CO.,  KEW  TOBK. 

Daily  I  make  it  a  busineBs  to  talk  with  anyone  I  meet  at  all  interested  in  bnfiiness 
with  South  America,  and  I  have  failed  to  find  one  person  at  all  acquainted  with  the 
business  who  does  not  indorse  the  project  and  urge  its  immediate  establishment. 
The  late  John  B.  Woodward,  of  Brooklyn,  with  whom  I  talked  at  length  on  the 
subject  onlv  a  day  or  two  beiore  his  death,  urged  me  to  push  it.  He  had  been  in 
the  South  American  business  for  thirty  years  and  lately  returned  from  an  extended 
tour  on  the  east  coast  of  South  America.  His  idea  was  that  it  would  double  onr 
South  American  trade,  owing  to  the  facilities  it  would  give  our  merchants  and 
manufacturers. 

If  we  are  ever  to  develop  our  trade  with  the  countries  south  of  ns  to  the  extent  that 
it  can  and  should  be  developed,  we  must  have  direct  banking  facilities.  There  is  an 
old  saying  that  ''trade  follows  the  flag."  It  is  equally  true,  I  think,  that  "trade 
follows  the  banker.''  AH  business,  or  so  nearly  all  that  it  is  liardly  worth  while  to 
cite  the  exceptions,  now  done  between  the  United  States  and  the  Republics  of  Cen> 
ti^  and  South  America  is  carried  on  by  means  of  credits  on  London.  In  this  way 
the  London  banker  virtuaUy  collects  a  tax  on  all  our  business  and  to  a  great  extent 
controls  it.  Were  the  international  American  bank  established,  with  agencies  in 
all  the  principal  cities  of  Central  and  South  America,  the  intervention  ot  the  Lon- 
don banker  would  no  longer  be  necessary  and  the  tax  heretofore  levied  by  him  would 
remain  here.  Competition  in  trade  is  making  the  profits  so  small  that  the  middle- 
man has  gradually  to  be  done  away  with,  and  for  the  merchant  to  make  a  living 
profit  he  must  be  able  to  get  his  goods  as  near  direct  f^om  the  manufacturer  as  it  is 
possible,  and  there  is  no  reason  why  an  American  manufacturer,  knowing  the  stand- 
ing of  a  firm  in  Rio  de  Janeiro,  Buenos  Ayres,  Valparaiso,  or  any  other  &nth  Amer- 
ican city,  should  not  sell  hiingoods  the  same  as  he  would  sell  to  a  merchant  in  San 
Francisco  or  New  Orleans.  The  reason  he  does  not  sell  to  the  South  American  mer- 
chant is  that  he  has  no  means  of  finding  out  the  standing  and  credit  of  the  merchant 
as  he  does  the  standing  and  credit  of  merchants  in  any  city  in  the  United  States. 

The  very  essence  of  successful  business  operations  is  a  complete  knowledge  of  the 
financial  and  moral  standing  of  the  persons  or  firms  with  whom  you  have  dei^ngs. 
After  opening  business  relations  with  his  customer,  the  seller  must  have,  to  be  able 
to  do  a  business  of  any  magnitude,  the  necessary  banking  facilities,  to  be  able  to 
value  on  his  customer  for  the  cost  of  the  ^oods  shipped.  Were  the  intemation^ 
American  bank  established,  and  their  agencies  opened  m  all  the  various  Central  and 
South  American  cities,  manufacturers  would  be  in  a  position  to  get  the  information 
they  desire,  and  a  manufacturer  in  good  standing  in  this  country  could  negotiate  his 
drafts  on  parties  to  whom  he  might  sell,  through  the  bank,  at  a  moderate  commission. 
This  is  done  to-day  in  every  larse  city  in  Europe,  there  being  several  banks  in 
Europe  devoted  especially  to  this  business. 

I  have  been  doing  business  for  the  past  twenty- seven  years  with  South  America, 
nearly  all  of  which  has  been  done  through  credits  on  London,  issued  by  agencies 
out  there  on  the  various  London  banks,  such  as  the  London  and  River  Plate  Bank, 
Limited,  and  others.  And  no  matter  how  good  my  customers  are  in  the  cities  of 
South  America,  it  is  an  impossibility  to  negotiate  a  draft  on  them  at  any  reasonable 
rate  of  exchange.  Whereas,  were  my  customers  established  in  London,  there  would  be 
no  difficulty  in  my  drawing  on  them  at  sixty  or  ninety  days,  as  might  be  agreed,  and  in 
that  way  enabling  me  to  do  my  business  with  a  great  deal  less  capital,  and  give  such 
credit  to  my  customers  as  they  might  fairly  be  entitled  to.  One  reason  why  European 
manufacturers  keep  American  manufacturers  out  of  the  South  American  markets  is 
the  credit  they  are  enabled  to  give  them,  owing  to  the  banking  facilities  they  have. 
Give  the  American  manufacturer  the  same  faculties,  and  I  think  he  will  not  be  the 
last  in  the  race. 

Once  the  bank  is  established  and  has  opened  its  agencies  or  branch  banks  at  the 
various  commercial  centers  of  South  America,  it  will  become  as  simple  a  matter  for 
any  American  manufacturer  to  deal  with  a  house  in  South  America  as  it  is  to-day  to 
deal  with  a  house  anywhere  in  the  United  States. 
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The  bank  will  bo  thoronehly  posted  as  to  the  standing  of  the  leading  honses  in  all 
South  American  cities,  and,  provided  the  standin;^  of  the  manufactorer  is  good,  will 
be  prepared  to  discount  his  draft  drawn  against  his  shipment. 

Again,  if  a  tanner  or  other  manufacturer  desires  to  import  goods  from  South 
America,  no  matter  how  strong  he  mav  be  financially,  he  can  not  write  his  customer 
to  draw  on  him  for  the  cost  of  his  oraer;  he  must^  apply  to  a  banker  for  a  credit  on 
London,  and  pay  a  tax  to  the  London  banker  on  his  raw  material.  The  establishment 
of  the  international  American  bank  would  facilitate  this  business  also. 

BT  PRESIDENT  OLITEB  S.  CARTER,  OF  THE  NATIONAL  BANK  OF  THE  REPUBLIC. 

I  am  in  favor  of  the  bill  now  before  Congress  to  carry  into  eifcct  the  recommenda- 
tion of  the  International  American  Conference  by  the  incorporation  of  the  inter- 
national American  bank.  It  is  what  we  must  come  to  sooner  or  later^  and  the  present 
time  is  auspicious  for  the  enterprise. 

BT  COL.  JOHN  C.  McANERNEY,  PRESIDENT  OF  THE  SEVENTH  NATIONAL  BANK. 

I  have  not  considered  the  question  for  the  international  American  bank  establish- 
ment so  as  to  intelligently  express  an  opinion  on  the  subject,  but  if  anything  can  be 
done  to  promote  the  value  of  credits  and  exchange  between  the  United  States  and 
the  South  American  countries,  it  seems  to  me  a  patriotic  efibrt  based  upon  the  desire 
to  promote  American  credit. 

BT  J.  EDWARD  SIMMONS,  PRESIDENT  OF  THE  FOURTH  NATIONAL  BANK. 

I  am  in  favor  of  the  plan  for  an  international  American  bank,  and  may  be  quoted 
freely  to  that  effect. 

BY  EDWIN  LANfiDON,  PRESIDENT  OF  THE  CENTRAL  NATIONAL  BANK. 

I  have  given  the  matter  careful  consideration,  and  I  think  that  the  project  is  a  very 
feasible  one.  The  names  of  the  gentlemen  mentioned  in  the  bill  as  incorporators  of 
the  bank  are  a  guaranty  of  stability  and  careful  management,  and  it  is  my  opinion 
that  the  establishment  of  a  bank  such  as  is  contemplated  by  the  bill,  would  tend  in 
time  to  draw  into  closer  commercial  relations  the  United  States  and  the  Central  and 
South  American  Republics.  This  will  not  be  achieved  in  a  moment,  but  will  natu- 
rally take  time.  It  is  greatly  to  be  desired,  and  the  establishment  of  the  American 
international  bank  would,  in  my  judgment,  go  a  great  way  in  this  direction.  The 
bill  itself  is  apparently  based  upon  the  national-bank  law  and  resembles  it  closely. 
There  can  be  great  ultimate  good  results  from  its  adoption. 

BT  ISAAC  ROSENWALD,  PRESIDENT  OF  THE  SODTHERN  NATIONAL  BANK. 

I  am  in  favor  of  the  project  for  the  incorporation  of  the  international  bank  now 
pending  before  Congress.  I  think  that  with  proper  people  at  the  head  of  the  con- 
cern and  careful  management  it  is  bound  to  be  a  success.  I  can  see  that  an  inter- 
national bank,  with  branches  in  the  United  States  and  in  the  Central  and  South 
American  Republics,  will  tend  in  a  great  measure  to  facilitate  and  doubtless  to 
increase  our  commerce  with  those  countries.  This,  of  course,  is  much  to  be  desired, 
and  if  the  incorporation  under  the  authority  of  Congress  of  the  bank  projected 
results  in  such  an  extension  of  commerce,  it  will  be  a  public  benefit. 

EXTRACT   FROM    LEXTER   OF   ADOLF   LADENBURG    (OF   LADENBURO,  THALHANN  k   CO., 

BANKERS,  NEW  TORK)  TO  CHARLES  R.  FLINT. 

I  retam  with  thanks  copy  of  proposed  bill  for  the  international  American  bank. 
I  sincerely  hope  you  will  push  it  through.    The  great  success,  however,  of  your  bank^ 
depends  on  the  establishment  of  an  undoubted  gold  standard  and  centralization  oi 
OUT  banking  system. 

FROM  A.  B.  HEPBURN,  PRESIDENT  OF  THE  THIRD  NATIONAL  BANK. 

I  understand  that  one  of  your  men  called  on  me  the  other  day  in  my  absence  to  get 
my  opinion  with  reference  to  the  proposed  international  bank.  I  have  looked  upon 
that  enterprise  as  one  of  the  most  desirable  that  could  be  inaugurated  with  a  view 
to  extending  our  commerce  with  Central  and  South  American  countries.  The  facility 
of  exchange  is  equally  important  with  facility  of  transportation.  I  think  the  estaV 
lishment  of  first-class  steamship  conmiunication  with  these  countries,  coupled  with 
international  banking  relations,  would  be  a  powerful  instrumentality  in  giving  the 
United  States  a  large  portion  of  the  trade  of  those  countries — a  trade  which  from 
conUgoity  wid  aatoral  ability  to  supply  belongs  to  us.    The  time  ]um  come  whea  we 
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as  a  nation  moBt  break  onr  ahell  and  cease  to  content  onTselves  with  developinjp^  onr 
domestic  trade  and  compete  for  the  trade  of  the  world  if  we  would  keep  onr  &cto- 
lies  and  laborers  employed. 

BT  8ENH0B  8ALYAD0B  DE  MENDOXyA,  ENTOT  EXTRAORDINART  AND  MINISTEB  PLENIPO- 

TEKTURT  OF  BRAZIL  TO  THE  UNITED  STATES. 

The  views  which,  as  a  member  of  the  committee  on  banking  of  the  International 
American  Conference,  1  took  occasion  to  express,  on  the  adoption  of  the  resolution 
by  that  body,  on  the  8th  of  AprU,  1890,  have  been  strengthened  since  that  time  by 
farther  observation  of  the  causes  which  impede  a  more  rapid  development  of  the 
commercial  relations  between  this  country  and  my  own ;  and  my  conviction  has  been 
deepened  that,  unless  such  causes  are  wholly  or  in  ffreat  part  removed,  no  mere 
sentimental  considerations  of  international  amity  will  be  sufficient  to  divert  the 
current  of  trade  from  the  channels  in  which,  firom  historical  and  economical  rea- 
sons, it  has  so  long  flowed. 

Surprise  is  often  expressed  by  those  who  notice  the  statistics  of  the  trade  of  Brazil 
with  the  United  States  on  the  one  hand,  and  Europe  on  the  other,  when  they  observe 
that,  while  Brazil  exports  to  the  United  States  about  $80,000,000  annually,  it  imports 
from  that  country  only  about  $14,000,000,  and  that  in  its  trade  with  Europe  almost 
exactly  opposite  conditions  prevail.  In  other  words,  the  adverse  balance  of  trade 
paid  by  the  United  States  is  pocketed  by  Europe,  and  principally  by  Great  Britain^ 
in  discharge  of  the  balance  in  her  favor  and  against  Brazil. 

I  have  alluded  to  historical  causes  for  the  existing  conditions  and  currents  of 
Brazilian  conunerce.  These  go  back  to  1806,  when  that  country  emerged  from  its 
colonial  dependence  on  Portugal,  and  its  ports  were  thrown  open  to  tne  commerce 
of  the  world.  The  policy  of  Portugal,  like  that  of  the  other  European  nations,  had 
been  to  restrict  the  trade  of  Brazil  to  the  markets  of  the  metropolis,  and  thus  the 
initial  direction  was  given  to  that  trade,  and  when  the  barriers  were  removed  and 
commerce  with  other  nations  begun,  it  was  natural  that  England,  the  financial  and 
political  patron  of  Portugal,  should  obtain  the  lion's  share.  At  that  time,  and  for 
some  years  afterwards,  no  commerce  was  safe  on  the  high  seas  that  was  not  carried 
on  by  British  ships. 

The  supremacy  then  secured  has  been  since  maintained  bv  the  energies  and  enter- 
prise that  are  stimulated  by  that  enormous  aggregation  oi  capital  vmose  influence 
IS  felt  in  everv  market  in  the  world. 

It  is  natural  and  reasonable  that  the  balance  of  trade  against  the  United  States  in 
its  conmierce  with  Brazil,  amounting  to  about  $66,000,000  annually,  should  be  set- 
tled by  bills  on  London,  and  that  its  bankers  should  receive  the  le^timate  profits  on 
such  transaction ;  but  it  is  equally  unreasonable  that  British  capital  should  absorb 
the  profits  on  the  $28,000,000,  which  should  be  settled  by  direct  exchange  between 
the  two  countries  instead  of,  as  now,  through  London  banks. 

What  is  the  condition  at  present,  which,  as  far  as  banking  facilities  are  concerned, 
hampers  American  trade  with  Brazil,  and  which  would  be  remedied  by  the  estab- 
lishment of  an  international  American  bank,  with  branches  in  New  York  and  Rio  de 
Janeiro  f  It  is  well  known  that  in  commerce  very  small  margins,  very  small  profits 
or  losses,  determine  the  placing  of  orders  for  merchandise,  and  the  difiTerence  of  a 
banker's  commission  has  to  be  taken  into  consideration  in  the  rivalries  and  competi- 
tions of  buyers  and  sellers. 

Suppose  a  customer  in  Brazil  desires  to  purchase  a  lot  of  coffee  or  sugar  machinery. 
He  has  the  catalogues  of  British,  French,  Belgian,  and  United  States  manufacturers, 
and  finds  the  prices  nearly  equal ;  but  the  good  reputation  of  American  machinery 
would  induce  him  to  give  the  preference  to  the  manufacturer  here,  even  at  the 
slightly  hiffher  price  he  would  probably  have  to  pay.  He  finds,  however,  that  he 
can,  through  the  English,  French,  or  Belgian  banks  m  Rio,  buy  a  draft  directly  on 
London,  Paris,  or  Antwerp,  thus  paying  one  banker's  commission,  whereas  if  he  buys 
the  American  machinery  he  must  pay  two  commissions  at  least,  one  on  London  and 
another  from  there  on  New  York.  In  many  cases,  it  may  be  imagined,  this  consider- 
ation determines  him  in  favor  of  the  purchase  in  Europe.  This  would  be  the  case 
when  the  bill  is  payable  at  sight  or  at  three  days;  but  when  bills  are  to  be  drawn  at 
longer  maturity,  the  disadvantages  of  the  present  system  become  still  greater. 

The  European  manufacturer  or  exporter  is  generally  prepared  to  give  the  thiriy 
days,  or  even  nine  months',  credit  desired  by  the  Brazilian  importer,  and  every  facil- 
ity is  offered  for  this  by  the  banks  in  the  European  commercial  centers.  The  Ameri- 
can manufacturer  can  not  always  give  such  credits,  but  even  if  he  were  disposed  to 
do  so,  he  has  no  banking  facilities  for  that  purpose.  Suppose,  however,  the  Brazil- 
ian purchaser  obtains  the  desired  credit  from  the  American  exporter  or  manufacturer 
through  a  London  bank  having  a  branch  in  New  York.  The  latter  ships  his  goods 
directly  to  Rio,  with  a  nonnegotiable  bill  of  lading,  and  hands  a  negotiable  copy  to 
the  English  bank  in  New  York.  The  bank  forwards  the  same  to  the  bank  in  London^ 
which,  in  turn,  sends  It  to  its  correspondent  in  Rio.    The  goods  are  already  in  the 
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onstom-honse,  X^ying  Btoraffe  charges,  and  can  not  be  "withdrawn  until  the  bill  of 
lading  and  invoice  arrive  Srom  London  and  are  handed  to  the  consignee  for  his 
indorsement.  Vexations  delays  are  sometimes  occasioned  from  this  cause,  and  it  is 
but  natural  to  suppose  that  such  delays  are  never  shortened  from  any  desire  enter- 
tained by  the  Enelish  banking  interests  to  expedite  the  transaction  of  business 
between  Brazil  and  the  United  States. 
This  state  of  things  can  easily  be  remedied  by  the  establishment  of  an  Interna- 
\  tional  American  Bank.    It  is  not  to  be  supposed  that  the  creation  of  such  an  insti- 

^     ^  tntion  will  change  the  whole  course  of  Brazilian  foreign  trade,  but  it  will  certainly 

remove  some  of  the  embarrassments  it  has  long  suffered.  It  will  respond  to  a  need 
and  demand  that  already  exists,  and  has  long  existed,  and  provide  K>r  the. increase 
which  can  not  fail  to  follow  a  better  system  of  banking  facilities.  It  will  find 
abundant  profit  for  the  American  capital  invested  in  it  in  the  business  that  legiti- 
mately belongs  to  the  settlement  of  American  and  Brazilian  trade,  as  far  as  they 
balance,  and  may  reasonably  be  expected  to  operate  in  the  direction  of  reducing  the 
great  balance  which  now  exists  against  the  United  States  to  the  advantage  of  Euro- 
pean trade. 

It  appears  that  Federal  legislation  is  necessary  for  the  establishment  of  such  a 
bank,  and  I  hope  that  such  legislation  may  be  promptly  secured,  as  no  one  can  be 
more  interestea  than  myself  in  seeing  realized  the  largest  development  of  the  com- 
mercial relations  between  this  country  and  my  own,  a  development  in  which  such  a 
bank,  I  believe,  will  be  an  active  and  productive  agency. 


A  BILL  TO  CABBT  INTO  BFFBCT  THE  BECOHVEITDATIOIIS  OF  THE  EfTEBNATIOlfAL 
IMEBICAN  CONFEBEirCE  BT  THE  INCOBFOBATIOK  OF  THE  IlfTBBNATIONAL  IXEBICAN 
BIHK. 

On  December  4  a  bill  (S.  S03)  with  the  above  title  was  introduced  into  the  Senate 
by  Mr.  Gray,  of  Delaware,  and  referred  to  the  Committee  on  Forei^  Relations;  and 
on  December  9  a  similar  bill  (H.  R.  875)  was  introduced  by  Mr.  Hitt  into  the  House 
of  Representatives  and  referred  to  the  Committee  on  Banking  and  Cnrrency. 

The  object  of  these  bills  is  to  carry  into  effect  the  recommendation  unanimously 
adopted  on  April  14. 1890,  by  the  International  American  Conference,  held  in  the  city 
of  Washington.  This  recommendation  was  indorsed  by  President  Harrison  in  his 
message  transmitted  to  Congress,  dated  May  27, 1890,  inclosing  a  letter  from  the  Hon. 
James  G.  Blaine,  Secretary  of  State,  dated  May  27, 1890,  also  approving  of  the  recom- 
mendation of  the  Conference. 

Bills  similar  in  character  to  those  introduced  by  Mr.  Gray  and  Mr.  Hitt  were 
introduced  into  the  Fifty-first  and  Fifty-second  Congresses. 

The  Committee  on  Banking  and  Currency  of  the  Fifty-first  Congress,  through  Mr. 
Dorsey,  chairman,  in  rexK>rt  No.  2561,  unanimously  recommended  the  passage  of  the 
bill;  and  the  same  committee,  through  Mr.  Bacon,  chairman,  in  the  Fifty-second 
Congress,  in  report  No.  985,  also  unanimously  recommended  the  passage  of  the  bill. 

In  neither  Congresses,  however,  was  the  bill  considered  by  the  House,  owing  to 
the  pressure  of  public  business. 

No  stronger  argument  can  be  adduced  in  favor  of  the  bill  than  is  contained  in  the 
report  of  w.  Bacon  as  submitted  April  5, 1892,  from  the  Committee  on  Banking  and 
Cnxrenoy, 

(House  Beport  No.  2661,  Flffcy.flnt  CongreM,  first  soulon.] 
INTEBNATIOlfAL  AMEBICAlf  BAlfK. 

Mr.  DoTsey,  from  the  Committee  on  Banking  and  Currency,  submitted  the  follow- 
ing report: 

No  stronger  argument  in  favor  of  the  passage  of  the  bill  herewith  presented  could 
be  made  than  that  which  is  contained  in  the  report  unanimously  adopted  by  the 
International  American  Conference,  and  transmitted  by  the  President,  in  his  message, 
accompanied  by  the  report  of  the  Secretary  of  State,  read,  and  referred  on  the  27th 
of  May  of  the  present  year,  and  which  report  is  hereinafter  incorporated.  In  view 
of  the  state  of  facts  so  ably  and  succinctly  presented  in  said  report,  there  can  be  no 
doubt,  so  far  as  your  committee  is  advised  and  believes,  of  the  desirability  of  the 

Sassage  of  an  act  to  create  a  corporation  with  frill  power  to  perform  the  functions, 
[le  necessity  for  the  performance  of  which  is  so  clearly  shown  in  said  report. 
The  passage  of  such  an  act  will,  in  the  opinion  of  your  committee,  be  of  the 
utmost  advantage  to  international  American  commerce.     Such  being  the  case,  the 
only  remaining  question  is  as  to  the  powers  which  should  be  granted  to  such  a  cor- 
poratloBi  and  the  extent  to  and  manner  in  whigh  the  eseroise  of  such  powers  should 
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be  ffnarded  and  eontroUed  for  the  purpose  of  secaring  its  shareholdera,  depositors, 
and  those  doing  bnsiness  with  it,  and  Testing  the  necessary  visitorial  powers  in  the 
Secretary  of  the  Treasury  and  Comptroller  of  the  Currency. 

With  these  objects  especially  in  yiew,  the  committee  now  reports  a  substitnte  for 
bill  H.  R.  10590,  as  introdaoed  by  Mr.  Hitt,  and  which  snbstitnte,  while  preserring 
all  the  essential  features  of  the  original  bill,  has  been  drawn  with  the  object  espe- 
cially in  view  of  maintaining  the  largest  and  most  thorough  control  of  the  corporation 
without  in  any  manner  makmg  the  National  Goyemment  a  party  to,  or  responsible 
for,  the  business  the  corporation  may  do. 

The  committee,  with  the  cooperation  of  the  Comptroller  of  the  Currency,  has 
incorporated  into  the  substitute  bill  the  very  beneficial  provisions  of  the  national 
bank  act,  requiring  regular  reports  to  be  filed  with  the  Department  of  tiie  Treasury, 
and  that  general  publicity  be  given  periodically  through  newspaper  publication  as 
to  the  condition  of  the  affairs  of  the  corporation  and  vesting  with  the  Comptroller 
of  the  Currency  and  the  Secretary  of  the  Treasury  full  power  to  at  any  and  all 
times  examine  into  the  affairs  of  the  corporation,  empowering  these  ofilcers  to  at  any 
time  compel  any  impairment  of  its  capital  stock  to  be  made  good,  failing  which  the 
Oorporation  ma^y  be  wonnd  up  as  by  the  act  provided. 

Tne  corporation  herein  proposed  to  be  erected  can  in  no  manner  become  a  compete 
iter  of  the  national  banks,  but  will  have,  in  addition  to  certain  powers  now  enjoyed 
by  the  national  banks,  the  right  to  issue  mercantile  and  bankers'  letters  of  credit  in 
the  same  manner  as  such  letters  may  be  issued  by  anv  firm  of  private  bankers,  and 
to  enter  upon  such  other  bnsiness  as  may  be  necessarily  incident  to  the  performance 
of  a  general  international  exchange  and  banking  business,  and  filling  the  want  ao 
fully  described  in  the  report  of  the  International  American  Conference. 

While  the  act  has  been  so  drawn  as  to  give  fiiU  and  ample  powers  to  enable  the 
corporation  to  meet  the  purposes  for  whioh  it  is  incorporated,  the  utmost  regard  has 
been  paid  to  the  following  suggestion  of  the  President  as  contained  in  his  message 
transmitting  the  report  or  the  International  American  Conference,  as  follows : 

"It  is  not  proposed  to  involve  the  United  States  in  any  financial  responsibility,  but 
only  to  give  the  proposed  bank  a  corporate  franchise,  and  to  promote  public  confi- 
dence by  requiring  that  its  condition  and  transactions  shall  be  submitted  to  a  scru- 
tiny similar  to  that  which  is  now  exercised  over  the  do   estio  banking  system.'' 

It  should  be  remembered  that  the  corporation  will  have  no  power  to  issue  its  notes 
as  a  oircolating  medium. 

[House  Bepoit  No.  OSfi,  Fiffcy-BMond  Ckmgress,  first  sessloii.] 
INTERNATIONAL  AHGBICAN  BANK. 

Mr.  Bacon,  from  the  Committee  on  Banking  and  Currency,  submitted  the  following 
report: 

The  Committee  on  Banking  and  Currency,  having  had  under  consideration  House 
bill  5029,  do  respectfully  report  the  same  back  to  the  House  with  the  recommenda- 
tion that  the  said  bill  do  lie  upon  the  table,  and  that  the  accompanying  bill  be  sub- 
stituted therefor,  and  that  the  substitute  do  pass. 

The  bill  offered  as  a  substitute  differs  from  the  original  measure  only  in  certain 
formal  matters,  but  as  the  formal  changes  are  quite  numerous  your  committee  report 
the  accompanying  bill  as  a  substitote  in  lieu  or  the  original  measure. 

The  Fiftieth  Congress  enacted  a  law  by  virtue  of  which  the  President  of  the  United 
States  in  the  year  lw8  invited  the  Governments  of  Mexico,  Central  and  Son  th  America, 
Haiti,  and  San  Domingo  to  send  representatives  to  meet  in  the  city  of  Washington 
and  attend  an  International  American  Conference.  One  of  the  purposes  for  which 
this  conference  was  authorized  by  Congress  and  called,  as  expressed  in  the  act  and 
invitation,  was  as  follows :  "  For  considering  questions  relating  to  the  improvement 
of  business  intercourse  and  means  of  direct  communication  between  said  countries." 

In  accordance  with  that  invitation  representatives  of  the  several  South  American 
Republics  met  in  the  city  of  Washington  in  October,  1889.  There  was  appointed  by 
that  Conference  a  committee  on  bansing.  That  committee  reported  to  the  Confer- 
ence on  the  8th  of  April,  1890,  and  a  discussion  followed,  in  which  the  representatives 
of  the  various  Governments  took  part,  and  it  resulted  in  the  adoption  of  the  following 
resolution : 

*^Ite8olve4,  That  the  Conference  recommends  to  the  Governments  here  represented 
the  granting  of  liberal  concessions  to  facilitate  inter- American  banking,  and  espe- 
cially such  as  may  be  necessary  for  the  establishment  of  an  international  American 
bank,  with  branches  or  agencies  in  the  several  countries  represented  in  this  Con- 
ference." 

It  seemed  to  be  the  unanimous  opinion  of  the  representatives  of  all  the  Govem- 
mente  represented  at  that  Conference  that  the  locus  of  the  principal  office  of  the 
international  American  bank  must  be  in  the  United  States  of  America,  because  that 
oountry  had  the  largest  commerce  of  all  those  represented  in  that  Conferenoei 
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In  the  course  of  disciiBsioii  relating  to  this  resolution  above  quoted  it  was  said  by 
the  representative  from  Costa  Rica : 

"I  believe  that  undoubtedly  if  the  United  States  desired  to  encourage  commercial 
relations  with  our  countries  it  would  be  necessaiv  for  it  to  offer  us  its  capital^  as  has 
been  done  by  the  other  nations — Germany,  England,  and  France.  Capital  affords 
facility,  and  facility,  as  a  natural  consequence,  encourages  the  commercial  relations 
between  countries," 

In  the  course  of  the  discussion  of  the  same  resolution  the  representative  from 
Brazil  remarked : 

**  We  need  to  have  such  institutions  because  there  is  no  connection  to-day  between 
the  consumer  and  producer.  We  need  just  such  institutions,  so  that  we  can  take  a 
bill  to  the  bank  and  open  the  necessary  credit.  The  necessary  machinery  in  the  way 
of  these  proposed  institutions  is  lacking,  and  therefore  I  give  my  vote  to  a  report 
which  fills  the  necessary  element  in  our  relations.'^ 

The  representative  of  Mexico  in  that  conference  said  upon  this  subject: 

*' That  bank,  of  course,  needs  the  sanction  of  the  Government  of  the  United  States 
for  its  establishment,  for,  needing  branches  in  the  other  nations,  these  could  not  be 
established  without  this  sanction. 

"This  may  not  be  the  most  efficacious  means  to  develop  commerce,  but  as  an  insti- 
tution of  credit  is  always  an  advantage  to  the  country  having  it,  and  as  an  interna- 
tional bank  is  proposed,  I  see  no  objection  in  carrying  this  idea  out,  which  may  give 
practical  results  to  the  countries  interested." 

As  the  result  of  this  discussion  in  the  International  Conference  the  report  of  the 
committee  on  banking  was  adopted,  and  was  subsequently  transmitted  to  the  Presi- 
dent and  by  him  transmitted  to  Congress,  and  the  letters  of  transmittal,  with  the 
report,  are  nereto  attached  and  made  part  of  this  report. 

It  is  apparent  from  the  discussions  which  took  place  at  the  American  International 
Conference,  from  the  report  of  its  committee  on  oanking,  which  is  submitted  here- 
with, and  from  the  resolution  adopted  unanimously  by  tiie  conference,  that  the  rep- 
resentatives of  the  Governments  other  than  that  of  the  United  States  united  m 
advising  the  incorporation  of  the  American  International  Bank  by  the  Government 
of  the  United  States,  and  intended  to  express  the  willingness  of  their  Governments 
to  cooperate  in  making  the  institution  thus  chartered  successful  in  its  operations  in 
other  countries.  It  was  not  within  the  expectation  of  the  representatives  of  the 
Governments  other  than  that  of  the  United  States  that  the  institution,  branches  of 
which  were  to  be  established  in  their  countries,  should  receive  its  charter  from  any 
other  authority  than  that  of  the  Government  or  the  United  States. 

It  is  also  to  be  observed  from  those  discussions  that  the  members  of  that  conference 
were  all  of  opinion  that  while  such  an  institution  was  mainly  an  adjunct  to  rather 
than  a  cause  of  commerce,  it  could  by  the  facilities  which  it  would  afford  increase 
the  profit  of  the  commerce  alreadv  existing  and  render  profitable  transactions  which 
without  it  would  be  unprofitable.  It  was  one  of  the  instruments  which,  in  the 
opinion  of  the  delegates  to  that  conference,  would  greatly  improve  the  business  inter- 
course and  means  of  direct  communication  between  the  countries  therein  represented. 

A  bill  to  carry  out  this  recommendation  of  the  International  American  Conference 
was  introduced  in  the  Fifty  first  Congress  and  reported  favorably  by  the  Committee 
on  Banking  and  Currency,  but  failed  to  be  acted  upon  by  the  House.  In  the  opinion 
of  your  committee  the  time  has  arrived  when  some  active  steps  should  be  taken  to 
secure  to  this  country  control  of  at  least  such  part  of  the  exchanges  connected  with 
the  commerce  of  the  South  American  Republics  as  is  occasioned  by  transactions 
between  their  citizens  and  those  of  this  country.  The  business  of  dealing  in  such 
exchanges  is  a  profitable  one.  The  profit  now  goes  to  the  English  banker,  and  is 
practically  a  tax  or  added  charge  upon  us.  We  believe  also  that  the  commerce  is  cer- 
tain in  the  near  future  to  greatly  increase,  and  with  its  increase  will  come  either  added 
profit  to  us  if  we  shall  conduct  the  business  of  making  these  exchanges  ourselves,  or 
added  loss  for  the  benefit  of  the  English  banker  if  we  shall  permit  the  business  to 
oontinue  in  its  present  channel. 

The  time  is  opportune  for  setting  up  the  machinerjr  necessary  to  do  this  business, 
both  because  the  representatives  of  the  South  American  Republics  have  united  in 
recommending  such  a  project  and  because  our  merchants  are  prepared  to  act  upon 
the  recommendation  and  to  furnish  the  capital  necessary  to  start  the  bank.  No 
objection  based  upon  any  constitutional  limitation  of  the  power  of  Congress  occurs 
to  your  committcid  against  granting  the  charter  provided  for,  because,  first,  it  is 
intended  strictly  as  an  instrument  to  regulate  and  advance  the  foreign  commerce  of 
the  United  States,  and  because,  secondly,  it  is  intended  to  furnish  a  means  by  which 
the  exchanges,  not  of  one  city  or  one  community  in  the  United  States,  but  of  all 
parts  of  the  United  States,  with  the  South  American  Republics  may  be  readily  and 
safely  done.  No  State  oharter  would  be  accepted  as  adequate,  because  the  foreigner 
looks  to  the  Government  of  the  United  States,  and  under  our  system  should  look  to 
that  Govexmnent  and  to  no  other,  as  the  •onroe  of  antiiocity  for  aott  done  by  its 
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citizens  outside  of  its  teiritory.  Nor  would  a  State  charter  be  adequate  within  the 
limits  of  the  United  States,  because  the  powers  of  a  State  bank  are  limited  to  the 
State  which  charters  it,  and  we  have  never  seen  the  time  when  States  were  willing^ 
to  allow  the  banking  institutions  of  one  State  to  invade  the  territory  of  the  other. 

Your  committee,  taking  the  bill  as  prepared  in  the  Fifty-first  Congress  as  a  text 
and  the  bill  as  introduced  at  this  session  as  a  further  f  uide^  have  akdded  to  the  bill 
such  provisions  restricting  the  powers  of  the  corporation  as  the  National-Bank  Act 
and  our  experience  thereunder  seemed  to  ret^uire,  and  the  bill  as  reported  subjects 
the  bank  to  the  severest  scrutiny  and  examination  by  the  Comptroller  of  the  Cur- 
rency. The  bill  expressly  prohibits  the  issuing  by  the  bank  of  any  currency  or  of 
anything  to  be  used  as  a  circulating  medium  by  the  bank,  and  it  also  expressly  pro- 
vides that  the  Grovemment  of  the  United  States  shall  not  at  any  time  assume  or  be 
held  to  be  liable  for  any  acts  of  tlie  bank  or  of  any  of  its  officers.  Stringent  provisions 
have  also  been  introduced  into  the  bill  providing  for  the  forfeiture  of  the  charter  in 
the  event  that  the  capital  is  not  subscribed  and  paid  in  within  a  limited  time,  or 
in  case  after  the  bank  snail  have  been  organized  it  shall  in  any  way  exercise  forbidden 
powers  or  exceed  the  limits  placed  by  the  bill  upon  the  powers  granted. 

As  thus  guarded,  your  committee  believe  that  the  institution  will  answer  the  pur- 
pose for  which  it  is  intended  and  for  the  accomplishment  of  which  its  creation  was 
recommended  by  the  International  American  Conference.  And  it  is  the  opinion  of 
your  committee  that  without  the  granting  of  a  charter  it  would  be  impossible  to 
obtain  subscriptions  of  the  necessary  capital  for  the  transaction  of  this  business  or 
to  interest  as  large  a  number  of  communities  and  citizens  of  this  conutry  as  is  desirable 
for  the  success  of  the  enterprise. 

Your  committee  do  there&re  report  the  substitute  bill  with  the  recommendation 
that  it  do  pass. 


MESSAGE  FROM  THE  PRESIDENT  OF  THE  UNITED  STATES  TRANSMITTING  A  LETTER  OF 
THE  SECRETARY  OF  STATE  RELATITE  TO  THE  REPORT  OF  THE  INTERNATIONAL  AMERICAN 
CONFERENCE  IN  FAYOR  OF  AN  INTERNATIONAL  AMERICAN  RANK. 

To  the  Senate  and  Soum  of  Bepretentat%ve$ : 

I  transmit  herewith  a  letter  from  the  Secretary  of  State,  inclosing  a  report  adopted 
by  the  International  American  Conference  recently  in  session  at  this  capital,  recom- 
mending the  establishment  of  an  international  American  bank,  with  its  principal 
offices  in  the  city  of  New  York  and  branches  in  the  commercial  centers  of  the  several 
other  American  Republics. 

The  advantages  of  such  an  institution  to  the  merchants  of  the  United  States 
engaged  in  trade  with  Central  and  South  America  and  the  purposes  intended  to  be 
accomplished  are  fnll^  set  forth  in  the  letter  of  the  Secretary  of  State  and  the  accom- 
panying report.  It  is  not  proposed  to  involve  the  United  States  in  any  financial 
responsibility,  but  only  to  give  to  the  proposed  bank  a  corporate  franchise  and  to 
promote  public  confidence  hj  requiring  that  its  condition  and  transactions  shall  be 
submitted  to  a  scrutiny  similar  to  that  which  is  now  exercised  over  our  domestic 
banking  system. 

The  subject  is  submitted  for  the  consideration  of  Congress  in  the  belief  that  it  will 
be  found  possible  to  promote  the  end  desired  by  legislation^  so  guarded  as  to  avoid 
all  just  criticism. 

BsNJ.  Harbison. 

ExxcUTivx  Mansion,  May  j97, 1890, 


Dbpartmknt  of  State,  Washington,  May  £7,  2890. 
ThePRESiDSNT: 

I  have  the  honor  to  submit  herewith  the  report  of  the  committee  on  banking  as 
unanimously  adopted  by  the  International  American  Conference  recently  in  session 
in  this  city.  It  was  the  wish  of  the  Conference  that  this  proposition,  of  such  great 
interest  to  every  American  Republic,  should,  as  promptly  as  possible,  secure  the 
earnest  attention  of  the  Congress  of  the  United  States. 

The  foreign  commerce  of  the  nations  south  of  the  Gulf  of  Mexico  and  the  Rio 
Grande  amounts  annually  to  more  than  $1,100,000,000.  At  present  the  people  of  the 
United  States  enjoy  only  a  meager  share  of  this  market,  but  the  action  of  tne  recent 
Conference  will  result,  I  believe,  in  the  removal  of  certain  obstacles  which  now  tend 
to  obstruct  the  expansion  of  our  trade. 

One  of  the  most  serious  of  these  obstacles  is  the  absence  of  a  system  of  direct 
exchauffes  and  credits,  by  reason  of  which  the  exporting  and  importing  merchants 
of  the  United  States  engaged  in  comxqproe  with  Central  and  South  Anierioa  hAve 
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been  compelled  to  pay  the  bankers  of  London  a  tax  npon  every  transaction.  Last 
year  onr  commerce  with  the  countries  south  of  ns  amounted  to  $282,005^057,  of  which 
tiie  imports  of  merchandise  were  valued  at  $181,058,966,  and  the  imports  of  specie 
and  bullion  were  $21,236,791,  while  onr  exports  consisted  of  merchandise  valued  at 
$71,938^181  and  $8,668,470  in  specie  and  bullion.  Of  the  merchandise  imported  into 
the  United  States,  the  greater  part  was  paid  for  by  remittances  to  London  and  the 
cities  of  the  Continent  to  cover  drafts  afi^nst  European  letters  of  credit.  For  use 
of  these  credits  a  commission  of  three-quarters  of  1  per  cent  is  customarily  paid,  so 
that  the  European  banks  ei^joyed'a  lar^e  profit  upon  our  business  with  a  minimum 
of  risk.  This  system  steadily  results  in  losses  to  our  merchants  in  interest  and 
differences  in  exchange  as  well  as  in  commissions.  These  losses  would  be  largely 
reduced  by  the  estabOshment  of  an  international  system  of  banking  between  the 
American  Kepublics. 

The  merchants  of  this  country  are  as  dependent  npon  the  bankers  of  Europe  in 
their  financial  transactions  with  their  American  neighbors  as  they  are  upon  the  ship- 
owners of  Great  Britain  for  transportation  facilities,  and  will  continue  to  labor  under 
these  embarrassments  until  direct  banking  systems  are  established. 

Tlie  report  of  the  committee,  hereto  attached,  presents  a  simple  and  easy  method 
of  relief,  and  the  enactment  of  the  measure  recommended  will,  in  the  judgment  of 
the  Conference,  result  in  the  establishment  of  proper  facilities  for  inter-American 
banking. 

Bespeotfnlly  submitted.  Jamss  G.  Blaiiob. 

BEPOBT  OF  THE  COBfMITTEE  ON  BANKING. 

[Ab  adopted  by  the  International  American  ConferenoeT  April  14, 1890.] 

Pursuant  to  resolutions  passed  at  the  meeting  of  the  Conference  on  December  7, 
1889,  your  committee  was  appointed  to  consider  and  report  upon  the  methods  of 
improving  and  extending  the  banking  and  credit  systems  between  the  several  coun- 
tries represented  in  this  Conference,  and  now  has  the  honor  to  submit,  as  the  result 
of  its  deliberations,  the  following  report : 

Your  committee  believes  that  there  is  no  field  of  inquiry  falling  within  the  prov- 
ince of  this  Conference  for  the  extension  of  the  inter- American  commerce  more  funda- 
mentally important  than  that  of  international  American  banking,  and  that,  in  fact, 
the  future  of  the  commercial  relations  between  North,  South,  and  Central  America 
will  depend  as  largely  upon  the  complete  and  prompt  development  of  international 
banking  facilities  as  upon  any  other  single  condition  whatever. 

In  the  opinion  of  your  committee  the  question  of  the  mechanism  exchange  is 
secondary,  if  at  all,  only  to  the  question  of  the  mechanism  of  transportation.  Even 
after  better  means  of  transporation  than  those  which  exist  shall  have  been  estab- 
lished, it  will  be  impossible  for  the  commerce  between  American  nations  to  be  greatly 
enlarged  unless  there  be  supplied  to  their  merchants  means  for  conducting  the  bank- 
ing business  which  shall  in  some  measure  liberate  them  from  the  practical  monopoly 
of  credit  which  is  now  held  by  the  bankers  of  London  and  the  European  Continent. 

If  there  be  an  enlargement  of  the  means  of  transportation,  unaccompanied  with 
an  eaual  extension  of  financial  facilities,  only  partial  benefits  will  be  derived  fVom 
the  lormer  as  compared  with  the  benefits  which  might  be  derived  were  the  two 
improvements  to  progress  together. 

Your  committee  is  of  the  opinion  that  the  commerce  between  the  American  coun- 
tries might  be  greatly  extended  if  proi>er  means  could  be  found  for  facilitating  direct 
exchanges  between  the  money  markets  of  the  several  countries  represented  in  this 
conference,  even  if  there  were  no  improvements  in  transportation. 

The  first  efiect  would  be  to  afford  a  more  direct '' clearance  in  account'^  of  goods 
exported  against  goods  imported. 

The  large  amount  of  commissions  now  paid  to  the  European  bankers  could  not 
only  be  decreased,  but  such  commissions  would  be  paid  to  American  bankers  or 
merchants  themselves,  and  in  this  way  a  share  of  the  profits  which  now  go  almost 
solidly  to  the  Euroi>ean  money  markets  could  be  kept  in  the  financial  centers  of  this 
continent. 

There  does  not  exist  to-day  among  the  countries  represented  in  this  conference  any 
organized  system  of  bankers'  exchanges  or  credits.  For  instance,  drafts  upon  the 
United  States  are  not  attainable  at  all  in  many  of  the  markets  of  South  America, 
and  in  most  of  them  are  only  salable  at  a  discount  below  the  sterling  equivalent. 
In  like  manner  drafts  upon  South  and  Central  America  are  practically  uincnown  in 
the  money  markets  of  New  York,  Philadelphia,  Baltimore,  New  Orleans,  Chicago, 
and  Boston. 

The  point  has  been  made  that  to  extend  business  between  our  States  long  credits 
must  be  given.  How  is  it  possible  for  manufacturers  and  merchants  at  distant  points 
to  form  relationB  of  inch  a  character  as  to  Justii^  the  granting  of  long  credits f    At 
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present  snoh  relations  are  obiefly  formed  through  the  intervention  of  European  hanka 
and  bankers,  which  are  not  interested  in  the  extension  of  trade  between  the  differ- 
ent ooiintries  represented  in  this  conference  except  in  a  secondary  and  sabordinate 
sense.  The  extension  of  trade  between  Europe  and  the  Americas,  not  between  the 
Americas  themselves,  is  their  first  care.  By  the  establishment  of  a  weil-orgajiized 
system  of  international  American  banking  oar  merchsmts  and  manufacturers  would 
M  able  to  establish  improved  credit  relations,  and  those  administering  the  system  in 
the  several  money  markets  of  the  Americas  would  immediately  become  interested  in 
fostering  such  relations  and  facilitating  such  business  to  the  utmost  extent. 

The  merchants  of  the  United  States  now  importing  goods  from  the  countries  of 
South  and  Central  America  make  such  importations,  as  the  investigations  of  roar 
committee  show,  almost  without  exception,  through  the  use  of  English  bankeiB' 
credits. 

The  total  foreign  commerce  of  the  West  Indies,  Mexico,  and  South  and  Central 
America  amounted  last  year  to  about  $1,200,000,000  United  States  gold.  The  com- 
mittee have  not  been  able  to  ascertain  the  amount  of  the  commerce  among  the  Latin- 
American  States.  The  total  exchange  of  commodities  between  the  United  States  and 
countries  to  the  south  daring  the  year  ending  June  30, 1888,  aggregated  $282,902,408, 
of  which  the  imports  into  the  United  States  amounted  to  $181,068,966  of  merchan- 
dise and  $21,236,791  of  specie  and  bullion,  and  exports  fVom  the  United  States  to 
$71,938,181  of  merchandise  and  $8,668,470  of  specie  and  bullion.  Of  the  $181,000,000 
of  inerohandise  brought  into  the  markets  of  tne  United  States  tiie  greater  part  was 
paid  for  by  remittance  to  London  or  the  Continent,  to  cover  dra&  drawn  in  the 
exporting  markets  against  European  letters  of  credit. 

For  the  use  of  these  credits  on  Europe  a  commission  of  three-quarters  of  1  per 
cent  is  customarily  paid,  and  the  foreign  banks  reap  this  great  pront  at  a  minimum 
risk,  inasmuch  as  the  drafte  drawn  against  these  credits  are  secured  not  only  by  the 
goods  represented  by  the  shipping  documents  against  which  the  bills  of  exchange 
are  drawn,  but  also  by  the  responsibility  of  the  party  (generally  the  consignee)  for 
whose  account  the  letters  of  credit  are  issued,  and  without  any  outlay  orcash,  as 
the  American  merchant  places  the  cash  with  the  European  bankers  to  meet  such 
drafts  at  or  before  maturity. 

This  system  results  in  the  loss  to  America  of  interest  and  differences  in  exchange 
as  well  as  of  commissions,  all  of  which  could  be  saved  to  our  countries  if  inter- 
national American  banking  were  so  developed  and  systematized  as  to  afford  a  market 
for  drafts  drawn  against  letters  of  credit  issued  in  America,  such  as  now  exists  for 
drafts  drawn  against  European  letters  of  credit. 

At  present,  therefore,  the  situation  is  such  that  the  merchants  of  this  continent 
are  virtually  dependent  upon  European  bankers  so  far  as  financial  exchanges  are 
concerned,  notwithstanding  the  fact  that  there  are  ample  capital  and  responsibility 
in  the  countries  here  represented,  and  it  is  the  opinion  of  competent  persons  that 
such  capital  would  be  ready  to  avail  itself  of  the  opportunity  of  transacting  this 
business  directly  between  the  financial  centers  of  our  respective  countries  without 
the  intervention  of  London  if  the  laws  were  such  as  to  permit  the  conduct  of  the 
business  of  international  banking  under  as  favorable  provisions  as  are  now  enjoyed 
by  the  European  bankers.  The  prime  difference  would  be  that  these  transactions 
would  be  carried  on  by  American  instead  of  European  capital,  and  that  the  profit 
would  remain  here  instead  of  going  abroad.  This,  nowever,  is  impossible  of  realiza- 
tion at  present,  in  view  of  the  fact  that  the  banking  housen  of  the  United  States 
doing  foreign  business  are  usually  controlled  by  Loudon  principals,  and  that  it  is 
impossible,  without  some  chanse  in  the  legislation  of  the  United  States  to  secure  a 
sufficient  aggregation  of  capital  in  corporate  form,  and  so  free  from  the  burdensome 
restraints  and  taxes  now  imposed  upon  moneyed  corporations,  as  to  permit  competi- 
tion on  e<^ual  terms  with  the  European  bankers. 

Man  V  difi'ereut  plans  have  been  discussed  concerning  the  best  means  of  facilitating 
direct  banking  business  between  our  countries.  Your  committee  has  considered  and 
dismissed  a  number  of  propositions  relative  to  the  establishment  of  banks  by  means 
of  which  the  national  governments  themselves  should  afibrd  financial  facilities  for 
inter- American  banking.  Such  action,  in  your  committee's  judgment,  does  not  fall 
within  the  proper  sphere  of  government.  There  is  no  reason,  however,  why  the  gov- 
ernments represented  in  this  conference  should  not  severally  charter  banking  corpo- 
rations to  carry  on  business  of  the  class  which  is  now  generally  done  by  the  great 
banking  corporations  of  London,  that  is,  not  in  the  issuing  of  circulating  bank 
notes,  but  for  the  purchase  and  sale  of  bills  of  exchange,  coin,  bullion,  advancing  on 
commodities  generallyy  and  for  the  issuing  of  bankers'  letters  of  credit  to  aid  mer- 
chants in  the  transaction  of  their  business. 

In  the  United  States,  where  capital  exists  in  particularly  large  volume  and  would 
lend  itself  most  readily  to  business  of  this  class,  and  consequently  to  the  facilitat- 
ing of  international  commerce,  the  laws  are  not  such  as  to  encourage  the  aggrega- 
tion of  capital  for  saoh  pnxposM.   So  far  as  your  committee  hat  been  able  to  uaoover 
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after  carefal  inTestiffation  there  is  no  general  statute  of  the  United  States  nor  of 
any  of  the  States  of  the  United  States  under  which  a  banking  oompany  can  be  organ- 
ized with  ample  capital  which  would  haye  the  power  of  issuing  such  letters  of  credit 
and  transacting  such  business  as  is  done  by  the  leading  banking  companies  of  Lon- 
don,  which  virtually  occupy  the  field.  In  the  United  States  it  will  be  necessary,  in 
order  to  secure  the  proper  facilities  and  the  i)roper  coiporate  existence,  that  there 
should  be  legislation  granting  a  charter,  and  in  most  of  the  States  such  legislation 
is  expressly  prohibited  by  the  terms  of  their  constitution.  Furthermore,  the  laws 
of  the  several  States  are  such  as  to  impose  the  severest  restrictions  upon  moneyed 
corporatioDS  and  to  subject  them  to  taxation  so  heavy  that  it  would  render  it  impos- 
sible to  carry  on  the  business  of  international  banking  in  snooessful  competition 
with  the  English,  French,  and  German  bankers. 

Your  committee  believes  that  the  best  means  of  fiicilitating  the  development  of 
banking  business,  and  generally  of  financial  relations  between  the  markets  of  North, 
South,  and  Central  America,  as  well  as  for  improving  the  mechanism  of  exchanoe 
without  calling  on  any  government  whatever  to  exceed  its  proper  functions,  would 
be  the  passage  of  a  law  by  the  United  States  incorporating  an  international  American 
bank  with  ample  capital,  with  the  privilege  on  the  part  of  the  citizens  of  the  several 
countries  in  the  conference  to  take  shares  in  such  bank  pro  rata  to  their  foreign 
commerce,  which  bank  should  have  no  power  to  emit  circulating  bank  notes,  but 
which  should  have  all  other  powers  now  enjoyed  by  the  national  banks  of  the  United 
States  as  to  deposit  aud  discount,  as  well  as  all  such  powers  as  are  now  possessed  by 
firms  of  private  bankers  in  the  matter  of  issuiog  letters  of  credit  and  making  loans 
upon  all  classes  of  commodity,  buying  and  semng  bills  of  exchange,  coin,  bullion, 
and  with  power  to  indorse  or  guaranty  against  proper  seourity^  and  generally  to  do 
whatever  can  be  done  by  the  great  banking  firms  who  are  carrying  on  their  business 
without  the  aid  of  corporate  charters  under  the  laws  of  a  general  partnership.  Your 
committee  believes,  upon  well-founded  information,  that  the  capital  to  such  a  bank 
would  be  promptly  subscribed. 

The  United  States  Government  might  and  should  reserve  the  largest  visitorial 
powers.  The  business  of  such  bank  should  be  conducted  with  perfect  safety  and 
with  profit  to  its  shareholders,  and  the  greatest  benefit  to  our  international  com- 
merce. Branches  or  agencies  of  such  a  bank  could  be  established  in  all  of  the  prin- 
cipal financial  centers  of  America,  with  the  formal  recognition  of  the  governments 
of  the  several  States  in  which  sucn  agencies  are  established,  or  arrangements  might 
be  entered  into  with  existiog  banking  institutions  of  the  other  countries  for  trans- 
acting the  business,  thus  at  once  afibraing  markets  throughout  the  two  continents 
for  the  purchase  and  sale  of  bills  of  excnange,  facilitating  and  improving  credit 
conditions  generally,  and  at  once  affecting  a  complete  mechanism  of  exchange  such  as 
already  exists  between  our  respective  countries  and  the  European  money  markets, 
but  which  has  as  yet  no  existence  between  the  money  markets  of  Noii^,  South,  and 
Central  America  for  the  reason  already  stated. 

One  of  the  direct  benefits  to  be  derived  bv  all  of  the  Governments  represented  in 
the  International  Conference  from  the  establishment  of  such  a  bank  would  be  that 
the  investors  in  the  several  countries  in  different  classes  of  American  securities  would 
have  better  means  than  any  which  now  exist  for  inaking  such  investments.  For 
example,  a  South  or  Central  American  State  about  to  fioat  a  foreign  loan  would  feel 
itself  less  dependent  upon  a  single  combination  or  syndicate  of  European  bankers 
than  at  present.  There  would  be  open  to  such  borrowing  State  two  markets  to 
which  to  apply  for  national  loans  as  against  a  single  market,  to  the  mercy  of  which 
said  borrowing  Government  is  now  virtually  exposed.  The  same  holds  good  as  to 
all  classes  of  State  and  municipal  securities  whatever.  Latin- American  investors 
would  find  means  more  readily  at  command  for  the  investment  in  and  investigation 
of  all  classes  of  North  American  securities,  and  the  investors  of  the  United  States 
would  also  find  means  for  the  investigation  of  and  in  all  classes  of  securities  issued 
by  the  States,  municipalities,  or  corporations  of  Latin- America. 

Your  committee  recognizes  the  fact  that  London  has  for  many  years  derived  the 
largest  possible  benefito  through  its  banking  facilities  with  our  several  States  in 
taking  all  classes  of  American  loans,  which  have  generaUy  proved  themselves  to  be 
of  most  stable  and  desirable  character,  but,  nevertheless,  upon  terms  which  have 
yielded  the  London  bankers  abnormally  large  profits  simply  oecause  the  element  of 
competition  does  not  exist  by  reason  of  the  absence  of  proper  banking  relations 
between  the  several  American  countries.  The  institution  of  sueh  a  bank  as  proposed 
would  at  once  afford  relief  against  this  state  of  affairs,  and  would  be  of  benefit  not 
only  to  the  merchants  in  the  manner  described,  but  to  all  classes  of  investors 
generally  and  without  distinction. 

In  recommending  the  organization  of  an  international  American  bank,  the  recom- 
mendation is  based  upon  the  present  condition  of  trade.  The  establishment  of  bet- 
ter means  of  transportation  and  the  promotion  of  trade  in  other  ways  will  enlarge 
the  demand  for  the  class  of  iaciUties  of  a  banking  character  which  has  already  been 
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referred  to.  The  rapidly  increasing  wealth  of  North  and  South  America  also  en- 
hances the  need  for  a  complete  BystiBm  of  inter-American  exchange,  and  insures  the 
subscriptions  for  an  adequate  capitalization  to  an  international  American  bank  to 
meet  such  needs.  As  an  evidence  of  this  increase  the  valuation  of  the  property  of  the 
United  States  in  1870  was  estimated  at  $30,000,000,000;  in  1880,  at  $3,600,000,000, 
being  somewhat  larger  than  the  estimated  value  of  the  property  of  Great  Britain 
at  that  time.  The  capital  and  the  business  of  the  Americas  is  now  much  larger 
than  when  European  facilities  for  banking  between  Europe  and  the  Americas  were 
established. 

•  Banks  of  the  character  described,  having  agencies  in  the  financial  centers  of  the 
countries  here  represented,  would  materially  promote  the  establishment  and  imme- 
diate use  of  a  common  standard  for  calculating  vidues  whenever  such  a  standard 
shall  be  determined  upon  by  the  countries  in  interest. 

While  the  sentiments  of  the  independent  nations  of  this  continent  are  favorable  to 
the  settlement  of  all  disputes  b^  arbitration  as  expressed  by  resolutions  introduced 
in  this  conference,  thus  rendering  war  highly  improbable  if  not  impossible  amon^ 
them,  there  exists  no  such  guaranty  that  war  may  not  take  place  in  Europe.  In 
such  event,  as  long  as  we  remain  solely  dependent  for  our  financial  facilities  upon 
European  money  centers,  a  complete  demoralization  of  our  credit  facilities  and  our 
money  markets  would  necessarily  follow  and  cause  financial  disaster  and  distress, 
which  would  be  considerably  lessened,  if  not  altogether  avoided,  were  there  a  well- 
organized  system  of  inter-American  exchange. 

It  may  be  asked.  Why  can  not  the  object  sought  for  in  this  memorial  be  attained 
through  the  agency  of  a  private  bank  f  The  answer  is,  that  in  the  extension  of  inter- 
American  trade  it  would  be  difficult,  we  might  well  say  impossible,  to  impart  either 
prestige  or  credit  to  a  private  bank.  The  establishment  of  an  international  bank  by 
authority  of  Congress  would  promptly  command  from  the  other  American  Gk>vem- 
ments  concurrent  legislation  which  could  provide  the  amplest  and  most  trustworthy 
form  of  iucemational  cooperation.  As  neither  the  bank  in  the  United  States  nor  the 
branches  that  may  be  established  elsewhere  can  have  the  power  to  issue  circulating 
notes,  the  most  complete  evidence  is  afforded  in  that  fact  that  the  bank  is  to  be 
devoted  solely  to  the  commercial  interests  of  the  two  continents,  and  must  rely  for 
its  profits  upon  the  increase  of  the  volume  of  business  from  which  alone  it  can  secure 
its  profits. 

After  careful  consideration  your  committee  advises  the  adoption  of  the  following 
resolution : 

**  Resolved,  That  the  conference  recommends  to  the  Governments  here  represented 
the  granting  of  liberal  concessions  to  facilitate  inter- American  banking,  and  especially 
such  as  may  be  necessary  for  the  establishment  of  an  international  American  banl^ 
with  branches  or  agencies  in  the  several  countries  represented  in  this  conference*'^ 

J.  M.  HuRTADO,  ColamHa, 
E.  C.  Varas,  Chile, 
Chas.  R.  Flint,  United  States, 
Salvador  db  Mendon^a,  Brazil, 
Manuel  Araoon,  Costa  Mica, 
Washington,  April  U,  1890, 

Mr.  Brosins  having  concladed  his  remarks,  at  12  o'clock  noon  the 
committee  took  a  recess  until  2  p.  m.,  at  which  time  discussion  of  the 
bill  was  resumed. 

Mr.  Spalding  addressed  the  committee  as  follows: 

STATEMENT  OF  HOH.  OEOROE  SPALDIV 0. 

Mr,  Ohaibman  and  Gentlemen  of  the  Committee:  The  first 
objection  I  have  to  this  bill  is  the  naming  of  the  incorporators,  which, 
it  seems  to  me,  makes  the  company  have  what  you  might  call  an  exclu- 
sive franchise  granted  by  the  Congress  of  the  United  States,  inasmuch 
as  it  names  these  incorporators  and  fixes  the  capital  at  f  5,000,000, 
which  can  be  increased  to  $25,000,000  at  their  discretion  after  they  are 
incorporated.  I  would  prefer  an  amendment,  if  we  were  to  pass  a  bill 
of  this  kind,  providing  that  any  five  citizens  of  the  United  States 
might  incorporate  an  international  bank — give  it  the  broad  and  general 
scope  of  all  bank  laws,  the  same  as  the  national-bank  law. 
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Another  objection  is  that  there  is  a  question  of  the  ability  of  this 
bank  to  establish  branches 

Mr.  Bbosius.  Will  you  allow  me  a  question  right  there  f 

Mr.  Spalding.  Certainly. 

Mr.  Bbosius.  From  that  point  of  view,  would  it  not  be  just  as  well 
to  authorize  all  the  national  banks  in  the  country  to  exercise  the  powers 
conferred  upon  the  proposed  international  American  bank,  which  you 
will  see  in  a  moment  would  be  utterly  nugatory  and  futile  f 

OBJECTION  TO  NAMING  PBOMOTEBS  IN  THB  BILL. 

Mr.  Spalding.  I  would  say  that  it  is  my  opinion  that  every  bank  in 
the  United  States  has  all  the  power  this  bank  could  exercise  in  foreign 
countries,  excepting  as  to  the  law  authorizing  them  to  establish  branches. 
They  can  have  financial  agents,  if  they  desire,  at  Buenos  Ayres  or  any 
other  place  in  South  America;  but  the  naming  of  the  promoters  in  this 
bill  is  what  I  object  to. 

Mr.  Hill.  I  think  you  are  mistaken  as  to  the  objection.  The  incor- 
porators are  not  named.  These  men  whom  the  bill  names  are  simply 
appointed  as  commissioners  to  take  subscriptions  to  the  capital  stock, 
and  the  parties  who  subscribe  the  stock,  whose  names  are  not  known, 
are  the  parties  that  are  incorporated,  and  the  duties  of  these  gentle- 
men as  commissioners  cease  and  terminate  before  the  company  is  incor- 
porated. 

Mr.  Spalding.  I  understand  that  these  gentlemen  are  named  for  the 
express  purpose 

Mr.  Hill.  Simply  to  receive  subscriptions  to  the  capital  stock. 

Mr.  Spalding.  I  have  no  objection  in  the  world  to  any  of  these 
gentlemen  whom  the  bill  names — Mr.  Bliss,  Mr.  Garnegie,  Mr.  Armour, 
or  any  of  the  others. 

Mr.  Blaok.  Does  it  say  a  majority  of  them  f 

Mr.  Spalding.  No;  it  names  these  gentlemen  as  commissioners, 
authorizing  them  to  receive  subscriptions  to  the  stock  to  the  extent  of 
$5,000,000,  and  after  the  subscriptions  are  complete  of  course  the  stock 
subscribers  will  have  absolute  conlxol  of  the  bank.  There  is  no  ques- 
tion about  that.  Mr.  Hill  and  Mr.  Brosius  both  know  that  the  stock- 
holders of  a  bank  control  it  afber  the  bank  is  fairly  organized. 

Mr.  Hill.  That  ought  to  be  true,  ought  it  notf 

Mr.  Spalding.  Yes;  then  it  shall  be  capitalized  at  $5,000,000,  and 
after  it  is  organized  they  shall  have  power  to  increase  the  capital  to 
125,000,000  whenever  the  stockholders  desire.  The  bill  provides  that 
it  shall  do  business  in  this  country  and  in  foreign  countries  as  it  pleases, 
subject  to  the  rules  and  regulations — ^very  similar  to  the  national-bank 
law  as  it  now  exists. 

BANK  TO  ISSUE  NOTES  IN  FOBEIGN  OOUNTBIES. 

There  is  one  single  provision,  section  7,  paragraph  11  of  the  bill,  to 
which  I  wish  to  call  attention.  Under  that  provision,  as  I  read  it,  the 
bank  is  authorized  to  issue  notes  wherever  they  can  secure  that  right, 
in  the  Argentine  Republic,  Brazil,  or  any  other  country.  The  language 
to  which  I  refer  is  as  follows :  ^ 

The  corporation  hereby  created  shall  not  have  the  power  and  shall  not  issne  notes 
or  obligations  in  any  form  to  be  used  and  circolated  as  money  within  the  United 
States  of  America. 

Inasmuch  as  it  is  prohibited  to  issue  notes  here,  the  supposition  is 
that  they  might  issue  notes  elsewhere,  and  that  would  bring  in  a 
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oonstitational  queBtion,  which  I  do  not  propose  to  discuBS  now.  as  I  am 
not  ready  for  it. 

EXCHANGE  FOLLOWS  TRANSPORTATION. 

I  a^ree  with  what  Mr.  Brosias  has  said  in  regard  to  the  exchange  of 
commodities  and  that  sort  of  thing,  but  I  think  he  has  the  cart  before  « 

the  horse.    Exchange  follows  transportation.    In  the  South  American       -J 
countries  there  is  no  way  that  you  can  get  a  bill  or  a  draft  when  you  ^ 

want  one  except  via  England,  because  they  have  the  only  steamship 
lines  that  are  running  there,  and  necessarily  exchange  must  follow  those 
lines.  That  is  the  only  postal  arrangement  we  have,  and  this  is  humili- 
ating to  us.  The  reason  of  it  is  because  England  and  some  of  those 
continental  European  nations  have  larger  steamship  lines,  and  that 
comes  from  the  fact  that  they  have  large  surplus  moneys  which  they 
can  invest  in  such  lines,  they  having  a  lower  rate  of  interest  than  the 
United  States. 

BUILDING  UP  THE  NATION. 

We  are  engaged  in  building  up  this  great  nation  of  purs.  We  are 
not  ready  to  build  up  other  nations.  We  have  not  enough  money  in 
the  South  and  West  to  take  care  of  our  own  country,  and  yet  some  are 
seeking  new  iields  for  investment.  I  do  not  object  to  that,  and  it  is 
naturally  humiliating  to  us  that  the  state  of  affairs  which  I  have  men- 
tioned exists,  and  this  is  because  they  are  satisfied  with  low  rates  of 
interest. 

i  visited  Mexico  in  1875,  and  I  could  not  buy  any  exchange  on  America 
there,  as  there  is  no  international  bank;  and  there  is  no  such  bank  in 
any  of  the  South  American  countries.  You  find  Jews  there  that  are 
doing  a  banking  business  and  you  buy  exchange  on  Boston,  Sew  York, 
and  other  cities  the  same  as  you  could  on  London.  I  had  no  difficulty 
about  it.  I  could  sell  exchange  on  New  York  to  those  tradesmen  there; 
but  there  is  no  international  bank.    There  are  simply  brokers. 

Mr.  B.LAOK.  How  are  they  established t 

Mr.  Spalding.  A  man  opens  a  banking  office  and  sells  exchange  and 
bills  of  discount,  etc.,  the  same  as  he  does  in  this  country. 

Mr.  Black.  And  have  these  countries  that  are  carrying  on  this  busi- 
ness any  of  them  an  international  bankf 

NO  INTBBNATIONAL  BANK  NOW  IN  EXISTENCE. 

Mr.  Spalding.  No;  i  do  not  think  there  is  any  international  bank  in 
Buenos  Ayres,  nor  in  the  Argentine  Republic,  nor  in  any  country  that 
I  have  heard  of.  There  are  simply  men  seeking  to  do  business  as 
brokers,  and  they  follow  the  lines  of  transx>ortation  very  largely. 

Mr.  Bbosius.  If  I  am  correctly  informed,  every  great  European 
nation  has  an  international  bank  or  bank  connection  in  the  South 
American  Itepublics? 

Mr.  Spalding.  Tell  me  one  bank  in  England  that  has  a  connection 
in  South  America. 

Mr.  Bbosius.  I  can  not  give  you  the  name  of  a  bank  at  this  minute, 
but  I  can  give  you  the  names  of  men  who  can  tell  you. 

present  METHOD  OF  EXCHANGE. 

Mr.  Spalding.  There  are  houses  like  Brown  Brothers  and  Knauth, 
Nachod  &  Kuhne  that  have  deposits  with  the  Bank  of  England  or  the 
Bank  of  Edinburgh  or  some  other  place,  or  with  the  First  National 
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Bank  of  New  York,  and  have  a  credit  there,  and  will  sell  you  their 
check.  That  in  my  understanding  of  the  question.  I  have  been  in  the 
business  twenty-five  years,  and  I  think  I  know  something  about  it.  We 
have  been  shipping  telegraph  x^oles  to  Argentina,  and  I  have  no  trouble 
in  the  matter  of  exchange.  Our  millers  have  been  shipping  to  Ireland 
and  Scotland  and  other  countries  their  flour,  with  bills  of  lading 
attached — not  sight  drafts,  but  ninety-day  drafts.  I  sent  to  the  First 
National  Bank  of  New  York — I  am  speaking  of  my  own  bank  now,  oi 
which  I  had  the  management  before  I  came  to  Congress — and  the  money 
is  immediately  credited,  less  the  discount,  to  the  manufacturer  of  the 
flour.  He  has  to  have  that  money  to  go  on  with  his  business.  It  is 
credited  to  us  by  the  First  National  Bank  of  New  York.  It  is  sent  by 
the  First  National  Bank  of  New  York  to  their  correspondent  in  London 
or  in  Ireland  and  there  credited.  There  is  no  international  bank.  The 
Bank  of  England  has  no  representative  to  day,  so  far  as  I  know,  in  the 
Argentine  Republic.  The  Baring  Brothers  were  not  a  corporation, 
although  they  had  large  investments  there,  as  I  understand  it.  If  I 
am  wrong  I  would  like  to  be  corrected. 

I  am  not  particularly  opposed  to  this  bill  if  I  could  see  that  it  is  of  any 
value  to  this  country.  My  impression  is  that  I  can  buy  a  letter  of 
credit  from  Knauth,  Nachod  &  KUhne  or  Brown  Brothers  and  travel  the 
world  over.  I  can  do  the  same  thing  in  regard  to  the  First  National 
Bank  of  Chicago  or  the  First  National  Bank  of  New  York,  or  any  bank 
in  this  country  that  has  foreign  exchange  to  sell.  I  can  issue  a  draft 
in  our  little  limited  bank  in  Monroe,  Mich.,  and  it  will  take  a  man  over 
the  United  States,  and,  whether  the  currency  is  silver  or  gold,  his  letter 
will  carry  him  through;  but  it  is  arranged  through  a  bank  in  England 
or  this  country. 

Mr.  Bbosius.  So  you  can  not  rid  yourself  of  the  agency  of  the  English 
bankf 

Mr.  SPALDiNa.  I  can  not  rid  myself  of  the  agency  of  some  bank.  It 
must  be  drawn  by  somebody  who  has  a  deposit  in  Monroe  in  order  to 
give  me  credit  there.  It  is  the  same  thing.  It  seems  to  me  we  are  all 
wrong  about  this  thing. 

FLEJ.D  OF  AN  INTERNATIONAL  BANK. 

4 

Now,  what  could  this  international  bank  do!  It  could  not  issue  bills. 
It  could  do  just  such  business  as  the  banks  are  doing  now  in  foreign 
countries.  Let  me  give  you  an  illustration.  A  friend  of  mine  was  in 
Naples,  representing  this  Government  there.  He  desired  to  have  a 
(Tedit  with  the  Bank  of  France,  and  it  took  six  hours  to  place  money 
to  his  credit.  But  in  order  to  do  that  he  had  to  have  the  business  done 
through  the  Bank  of  New  York,  that  had  a  credit  with  the  Bank  of 
France,  and  he  telegraphed  to  New  York  and  they  telegraphed  to  France 
to  credit  to  A  B  C,  and  he  was  there  ten  hours  after  the  telegram  was 
sent  to  me  and  the  money  was  there  to  his  credit.  That  is  the  way 
exchanges  are  made. 

If  it  were  possible  to  have  a  method  of  exchange  between  us  and 
the  countries  south  of  us,  it  would  be  of  great  value;  but  the  separation 
of  the  two  metals,  silver  and  gold,  has  stopped  the  par  of  exchange  and 
it  is  impossible,  and  they  stand  50  per  cent  apart.  That,  of  course,  has 
to  be  figured.  It  has  to  be  figured  by  England  and  by  all  the  nations 
that  do  business  in  the  South  American  Republics.  Our  own  money 
does  not  go  because  it  is  an  eagle,  in  London.  It  goes  by  weight,  nnd 
it  is  quoted  every  day  in  the  newspapers.    If  you  look  at  the  reports 
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of  the  moneys  of  the  world  you  will  see  it  is  quoted  at  aboat  (1.50  less 
than  it  is  worth  in  this  country.  Double  eagles  there  are  (luoted  at 
about  $18.50.  We  figure  the  double  eagle  as  worth  $20,  but  they  are 
sold  in  the  market  every  day  as  a  commodity,  the  same  as  butter, 
cheese,  and  eggs,  and  are  quoted  every  day  in  the  paper. 

We  might  possibly  have  an  international  arrangement  and  an  inter- 
national agreement  that  would  be  beneficial.  If  so,  then  our  money 
and  the  money  of  England  would  stand  on  a  par.  We  might  arrange 
it  with  the  South  American  states  which  use  our  decimal  system  instead 
of  the  English  system.  The  English  system  would  be  very  difiicult  to 
use. 

DIFFBBENGE   IN  FINENESS  OF   GOLD. 

Another  thing  that  adds  to  these  complications  is  the  fineness  of  our 
gold  differs  from  the  fineness  of  the  English  gold.  Theirs  is  925  fine 
and  ours  is  900  fine.  They  call  their  silver  sterling  silver,  and  we  call 
ours  900  fine,  and  there  is  a  variation  there.  So  there  would  be  those 
various  adjustments. 

PAB  OF  EXCHANGE. 

Now,  the  par  of  exchange  would  work  a  great  deal  to  our  benefit,  and 
Mexico  has  been  used  in  this  campaign  to  show  that  you  can  take  oar 
dollar  over  there  and  get  $2  for  it  in  their  money,  because  we  maintain 
the  parity  of  gold  and  in  that  country  they  do  not.  The  gold  dollar 
there  is  worth  two  of  their  silver  dollars.  If  you  could  regulate  that 
parity,  and  have  the  par  of  exchange,  of  course  we  could  control  abso- 
lutely the  entire  produce  of  that  country.  There  is  no  doubt  about  it, 
because  it  would  be  50  per  cent  in  our  favor.  It  would  give  us  50  i>er 
cent  advantage  over  England,  France,  and  Germany. 

But  the  question  is,  how  to  do  it.  I  see  the  Senate  by  a  resolution 
has  urged  an  agreement  to  a  bimetallic  basis,  by  which  this  par  of 
exchange  can  be  made — not  only  par  in  this  country  but  par  all  over  the 
world.  The  Eussian  ruble  of  paper  and  the  gold  ruble  are  not  on  a  par, 
but  the  former  is  only  50  per  cent.  The  metals  have  separated  through- 
out the  world,  not  only  in  this  country,  but  in  every  country,  and  where- 
ever  they  are  on  a  silver  basis  the  gold  dollar  is  worth  two  silvei;dollars. 
In  this  country  we  maintain  the  parity  the  same  as  they  do  in  France, 
largely,  and  our  money  is  on  a  par  with  the  English  countries. 

AMERICAN  EAGLES  AT   A  DISCOUNT. 

You  can  take  any  paper,  as  I  have  said — and  I  looked  at  the  paper 
this  morning — and  se'e  what  our  money  is  quoted  at.  I  am  soi  ry  1  didn- 1 
cut  it  out.  I  found  our  eagles  are  selling  at  about  1 J  discount;  that  is, 
counting  $4.85  an  English  pound,  as  fixed  by  the  Director  of  the  Mint 

So,  when  you  go  te  England  with  a  $20  gold  x)iece,  instead  of  its  being 
current  there,  it  is  not  current.  They  buy  it  from  you  and  then  send  it 
to  this  country  and  buy  goods,  if  you  please,  or  credit  it  to  some  bank 
there,  if  you  ])lease,  and  do  business  on  the  par  of  exchange  that  way. 
But  the  metal  itself  is  just  the  same  as  silver;  that  is,  it  is  sold  for 
what  it  is  worth,  and  the  stamp  of  the  Government  gives  it  no  value 
whatever,  except  as  to  certifying  to  the  fineness  of  the  coin. 

CAN  THE  UNITED   STATES  SPAKE  THE  CA1>ITAL! 

Now,  there  is  another  question,  Whether  this  nation  has  this  amount 
of  capital  to  put  into  these  banks  to  develop  these  nations  when  we  are 
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hardly  develoi)ed  oarselves?  It  may  be,  possibly,  that  we  want  to 
develop  the  Argentine  Republic  by  investing  $25,000,000,  but  would  it 
not  be  well  for  us  to  try  to  invest  $25,000,000  in  some  of  the  Southern 
States  and  let  them  blossom  like  a  rose?  It  strikes  me  there  is  a  field 
there  more  important  than  to  go  down  to  Buenos  Ayrert  or  any  other 
South  American  citv. 

Mr.  Black.  Don't  you  think  it  is  of  more  importaijce  to  protect  our- 
selves from  this  English  domination  at  home  than  it  is  to  go  into  the 
matter  of  South  America 

Mr.  Spalding.  I  appreciate  what  yon  say,  but  it  is  not  in  li^ie  with 
our  discussion  at  this  time. 

Mr  Black.  I  didn't  mean  to  interrupt. 

ISSUE  BONDS   OF   SMALL   DENOMINATIONS. 

Mr.  Spalding.  I  do  not  understand  we  are  under  the  domination  of 
England.  When  we  sell  bonds  payable  in  coin  they  are  put  on  the 
market  and  should  be  sold  to  anybody  who  wants  to  buy  them.  Of 
course  if  England  desires  to  buy  she  should  have  a  right  to  do  so,  and 
the  lower  rate  of  interest  this  Government  can  obtain  on  her  bonds  the 
better.  I  think  an  issue  of  bonds  in  small  denominations,  sums  of  $20 
or  multiples  thereof,  would  be  a  beneficial  thing  for  this  Government; 
and  let  all  the  people  have  an  interest  in  the  bonds,  say,  at  2  or  1^  per 
cent,  and  so  let  them  become  practically  interested  in  the  finances  of 
the  United  States,  and  not  leave  it  to  large  corporations  and  syndicates. 

Mr.  Beosius.  What  would  you  do  with  the  money?  What  do  you 
want  to  issue  bonds  for  when  you  don't  wiint  any  money!  I  don't 
understand  the  gentleman's  point. 

Mr.  Spalding.  The  point  has  been  made,  and  the  inquiry  has  been 
made,  that  we  were  under  the  domination  of  the  English  in  regard  to 
our  finances. 

Mr.  Bbosiub.  I  did  not  inquire  about  that. 

Mr.  Black.  Mr.  Brosins  addressed  himself  to  that  point  this  morn- 
ing in  reference  to  these  South  American  countries — that  we  were 
dependent  to  a  degree  that  was  humiliating  if  not  disgraceful. 

Mr.  Beosius.  Yes;  that  our  business  was  done  through  English 
bankers. 

Mr.  Spalding.  I  understand  there  is  somewhat  of  a  general  desire 
here  to  retire  the  $346,000,000  of  greenbacks.  I  see  how  you  will  need 
the  money  if  you  undertake  any  such  scheme  as  that. 

Mr.  Beosius.  You  didn't  mention  that  before. 

Mr.  Spalding.  I  say  instead  of  having  the  bomds  taken  up  by  a 
syndicate 

Mr.  Beosius.  I  agree  with  you.  I  advocate  letting  our  own  people 
have  our  bonds. 

BONDS  PAYABLE  IN  GOLD. 

Mr.  Spalding.  And  our  bonds,  instead  of  being  payable  in  gold,  shall 
be  payable  in  coin  of  the  United  States  which  is  maintained  at  a  par 
value  with  gold. 

Mr.  Beosius.  That  is  the  way  it  is.  We  haven't  a  bond  payable  in 
gold. 

Mr.  Spalding.  You  never  could  get  a  bond  of  the  United  States 
under  this  administration — of  the  $262,000,000  that  they  borrowed — 
unless  yon  paid  gold  for  it. 
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Mr.  Bbosuts.  There  is  not  a  bond  required  to  be  paid  in  gold;  there 
never  was  such  a  bond  issued. 

Mr.  Spalding.  I  understand  tliat,  and  fully  agree  with  you. 

Mr.  Bbosius.  You  spoke  as  though  the  bonds  were  payable  in  gold 
and  ought  to  be  made  i)ayablc  some  other  way. 

Mr.  Spalding.  Every  bond  issued  under  the  [jresent  Administration 
has  been  payable  in  gold ;  that  is,  the  bond  you  purchase  has  to  be  paid 
in  gold.  There  have  been  $J62,000,000of  them.  No  man  in  Michigan, 
no  man  in  Tennessee,  or  any  other  place  couhl  buy  one  of  those  bonds 
unless  he  sent  gohl.  He  could  not  send  greenbacks  or  national-bank 
notes,  silver  certificates,  or  any  of  the  currency  they  use  out  there. 
Consequently,  he  was  barred  from  being  a  bidder.  They  were  barred 
because  of  the  fact  that  theyjlid  not  have  gold.  The  people  out  there 
did  not  get  the  opportunity  to  buy  any  of  the  issues  of  bonds,  to  take 
any  of  them,  unless  they  bought  through  a  syndicate  and  paid  an 
enhanced  price  to  get  them. 

LONDON  THE  MARKET  OF  THE  WORLD. 

Now,  we  had,  through  Mr.  Brosius,  a  man  of  straw  set  up  in  regard  to 
purchasing  wool  in  Australia. 

Mr.  Brosiujjj.  Not  Australia,  but  Argentina. 

Mr.  Spalding.  The  wool  market  of  the  world  is  in  London  and  the 
wool  that  is  raised  in  Argentina  is  sent  to  London  for  sale,  largely; 
hides  are  largely  sent  to  London  for  sale.  That  is  the  market  of  the 
world,  and  the  excJiange  is  very  easy. 

Mr.  Brosh^s.  Do  you  mean  to  say  that  a  bill  of  goods  of  wool  I 
order  from  Argentina  is  sent  to  London  to  be  sold  to  met 

Mr.  Spalding.  I  say  that  the  majority  of  air  the  pounds 

Mr.  Brosius.  That  does  not  meet  the  point.  I  instanced  a  case  to 
illustrate  how  we  were  dependent  upon  the  banking  facilities  of  Eng- 
land, and  the  instance  was  that  if  I  wanted  to  buy  a  bill  of  goods 
worth  $5,000  in  Argentina  t  can  not  send  a  letter  of  credit  on  a  New 
York  house.  I  have  to  send  a  letter  on  a  Loudon  bank  and  the  draft 
is  drawn  in  the  London  bank. 

Mr.  Spalding.  I  think  you  are  mistaken. 

Mr.  Brosius.  I  gave  the  testimony  of  a  man  who  had  been  doing  it 
for  twenty-seven  years.  I  make  this  statement.  A  man  can  not  draw 
a  draft  on  South  America  that  he  can  negotiate,  in  my  judgment,  any 
where  in  the  United  States  at  its  face. 

Mr.  Spalding.  No;  nor  any  other  country. 

Mr.  Brosius.  Yes,  you  can.  You  draw  a  draft  on  London  any  time 
and  negotiate  it,  whatever  the  exchange  is. 

Mr.  Spalding.  Whatever  the  exchange  is.  And  so  you  can.  in 
Buenos  Ayres  and  in  the  City  of  Mexico  and  any  place  I  know  of 
where  they  have  any  large  dealings. 

Mr.  Brosius.  If  you  make  a  point  of  that  I  modify  it  py  saying  that 
you  can  not  do  it  except  at  a  discount  above  the  sterling  exchange. 
In  other  words,  it  is  not  worth  as  much  as  it  would  be  if  it  was  drawn 
on  London.  In  other  words,  practically  you  could  not  handle  your 
draft. 

Mr.  Spalding.  We  do  it  every  day  in  the  shipments  of  telegraph 
poles.    1  have  illustrated  that. 

Mr.  Brosius.  You  might  for  a  small  amount,  say  for  $100,  but  yen 
could  not  handle  any  draft  ibr  any  amount. 
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BUTINa  FOREIGN  WOOL. 

Mr.  Spalding.  It  is  simply  a  matter  of  correspondence  whether 
there  la  any  trade  that  carries  correspondence  there.  You  could  not 
buy  $5,000  worth  of  wool.  You  don't  know  anything  about  the  grade 
of  wool.  It  goes  to  London;  it  is  so  fine  and  so  long,  and  so  on,  and 
it  is  put  up  at  market  there  every  day.  No  man  in  the  woolen  business 
would  think  of  sending  a  man  there  to  buy  wool,  when  by  telegraphing 
to  Loudon 

Mr.  Hill.  Since  wool  came  to  this  country  under  the  free  list  there 
has  been  more  wool  l)ought  direct  in  Australia  and  shipped  to  America 
than  has  been  bought  in  the  wool  sales  in  London  and  shipped  to 
America. 

Mr.  Spalding.  That  may  be  in  Australia,  because  of  the  par  of 
exchange,  but  the  most  of  the  wool  that  is  consumed  is  not  bought 
direct. 

Mr.  Brositjs.  Mr.  Spalding,  do  you  know  any  reason  why,  when  we 
want  to  buy  a  product  of  Argentina,  we  should  wait  for  that  wool  to  be 
shipped  to  London  before  we  buy  it,  excepting  on  account  of  the  lack 
of  facilities  to  conduct  transactions  directly  with  Argentina? 

PROTECTION  FOR  AMERICAN  WOOL. 

Mr.  SPALDfNG.  I  will  make,  so  far  as  my  vote  goes  in  this  Congress 
and  before  this  committee,  the  most  difficult  way  to  buy  wool  from 
Australia  or  Argentina.  1  will  try  to  compel  them  to  buy  of  Montana 
and  Tennessee.  I  am  not  in  favor  of  making  it  easy  to  purchase  wool 
from  Australia  or  Argentina. 

Mr.  Brositjs.  You  are  making  a  point  of  wool;  but  that  was  only  an 
illustration.    Take  any  other  commodity. 

Mr.  Spalding.  I  am  not  particularly  anxious  to  get  a  wool  market 
for  the  sheep-shearers  of  Australia,  and  I  will  surround  it  with  all  the 
difficulties  that  it  is  possible  for  me  to  surround  it  with. 

Mr.  Brosius.  Take  coffee  or  spices  or  any  commodity  we  buy  from 
South  America. 

Mr.  M(^Cleary.  Would  that  be  a  hardship  on  our  people  at  this  time, 
when  we  are  producing  not  half  the  wool  we  use? 

Mr.  Spalding.  We  will  produce  all  we  want.  I  do  not  know — and  I 
will  state  now  I  have  not  examined  this  subject  with  a  great  deal  of 
care — of  any  international  bank  that  was  ever  established  by  England, 
by  France,  by  Germany,  or  any  other  country. 

Mr.  Cox.  You  talk  about  an  international  bank.  My  friend  this 
morning  said  England  had  her  international  bank,  France  had  her 
bank,  with  branches  in  different  countries.  Now  can  he  produce,  or 
any  man  produce,  any  act  of  Parliament  or  any  legislative  body  that 
ever  authorized  such  banks  as  that  to  be  established!  Is  it  not  the 
enterprise  of  individuals? 

Mr.  Spalding.  That  is  my  information  and  observation  in  regard 
to  it. 

Mr.  Cox.  There  are  no  such  charters  as  that. 

Mr.  Spalding.  1  don't  know  of  any. 

Mr.  Cox.  You  can  not  produce  tliem. 

Mr.  Spalding.  I  know  besides  the  Bank  of  England  a  few  limited 
banks  in  Scotland,  but  they  have  small  and  limited  powers  and  they 
are  left  without  the  issue  of  currency.    They  issue  few  bills,  very  few; 
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bat  the  bills  that  are  issued  are  largely  of  the  Bank  of  England,  which 
is  a  semiofiicial  bank  of  the  Government. 

Mr.  Bbosius.  I  thought  I  was  very  clear  this  morning  in  presenting 
the  only  reasons  for  the  incorporation  of  an  international  American 
bank.    One  reason  is  that  foreign  governments  and  the  South  American  ^ 

Republics  would  be  required  to  extend  certain  concessions  to  this  inter-  t 

national  corporation  for  the  purpose  of  carrying  into  effect  the  pur-  ^ 

poses  intended;  and,  in  the  second  place,  it  should  be  incorporated  by 
Congress,  so  that  it  might  be  kept  under  constant  supervision  of  the 
Federal  Governme;)t,  through  its  agencies,  the  same  as  our  national 
banks — all  this  for  the  better  (conduct  and  the  safer  conduct  of  the 
institution,  so  that  those  who  deal  with  it,  those  who  make  deposits  in 
it,  and  all  who  are  engaged  with  it  would  be  protected  in  the  highest 
degree  possible  under  our  system  of  institutions.  Private  individuals 
could  establish  banks  as  the  Englisli  people  do,  but  if  private  enter- 
prise would  undertake  to  establish  an  institution  of  this  kind  it  would 
not  be  subject  to  Government  control.  It  would  be  a  free  lance,  and  a 
good  many  people  might  suffer  in  consequence  of  it.  I  hope  I  have 
made  clear  the  reasons  for  giving  this  the  prestige  and  the  authority 
and  safety  secured  by  Federal  recognition. 

LIMIT   OF  PEBSONAL  lilABHilTV. 

Mr.  SPALDiNa.  I  am  not  arguing  along  that  line.  That  is  another 
thing.  I  will  say  that  my  own  judgment  in  regard  to  banks  is  that 
where  they  hold  the  individual  personally  liable  for  all  he  is  worth,  the 
same  as  in  Scotland  and  other  countries,  it  is  much  better  than  in  this 
country,  where  the  stockholder  escapes  and  the  depositor  is  the  man 
who  loses. 

Mr.  Beosius.  That  used  to  be  so  in  Scotland,  but  it  is  not  any  more, 

Mr.  Spalding.  It  was  so  less  than  two  years  ago. 

Mr.  Beosius.  That  way  has  worn  out.  There  is  a  limit  of  liability. 
Experience  has  shown  that  is  the  best  plan. 

Mr.  Hill.  Is  it  a  good  loan  to  lend  (2,400,000  on  real  estate — was 
that  a  judicious  loan  ? 

BANK  LOANS  ON  FARM  PROPERTY. 

Mr.  Spalding.  No;  I  don't  think  you  or  I  would  make  that  kind  of 
a  loan;  but  loans  made  on  good  farm  property  are  not  secure  to-day, 
because  the  farm  property  has  shrunk  so.  One  individual  in  my  dis- 
trict has  23  farms — that  is  just  one  little  bank  of  $25,000  capital,  organ- 
ized under  the  State  law — and  he  has  got  23  farms,  and  is  operating 
them. 

Mr.  Hill.  And  yet,  in  the  face  of  that  example,  you  stand  here  and 
advocate  real  estate  loans  for  national  banks? 

Mr.  Spalding.  He  didn't  have  the  real  estate  loans.  If  he  had  that 
he  might  have  sold  the  mortgage 

FAILURE   OF   THE  BANK  OF  ILLINOIS. 

Mr.  Spalding.  There  is  one  bank,  of  my  own  knowledge,  that  has 
lately  failed,  not  far  from  Mr.  Eckels's  State,  the  National  Bank  of  Illi- 
nois, a  bank  with  a  million  dollars  capital  and  a  million  dollars  surplus, 
and  it  bears  a  little  on  what  we  have  been  discussing  all  along.  That 
stock  was  selling  at  $240  on  $100  invested — nearly  double  and  a  half 
its  value,  three  days  before  it  went  up  in  smoke,  and  it  has  not  paid, 
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and  it  will  not  pay,  I  believe,  75  cents  to  depositors.  That  has  hap- 
pened nnder  all  the  supervision  and  safeguards  that  you  have  thrown 
around  it. 

Mr.  Hill.  Why  did  it  fail? 

Mr.  Spalding.  Because  they  could  not  realize  on  their  assets. 

Mr.  Hill.  Ko;  because  of  injudicious  loans. 

Mr.  Spalding.  It  is  so  with  every  bank  in  the  West.  They  can  not 
realize  on  their  assets.  A  great  deal  of  the  property  has  shrunk  in 
value,  and  they  can  not  realize  on  it. 

Mr.  Hill.  Did  he  have  collateral! 

Mr.  Spalding.  No;  he  didn't  have  the  collateral.  He  had  two  or 
three  notes  and  the  property  so  shrank  that  the  creditors  of  the  bank 
were  compelled  to  take  the  real  estate,  whereas  if  they  had  taken  it  in 
the  first  place  there  would  have  been  less  cost! 

Mr.  Brosius.  Would  not  that  tend  to  show  that  notes  can  be  safely 
issued! 

Mr.  Spalding.  They  are  selling  corn  there  for  10  cents  a  basket, 
and  in  your  country  (to  Mr.  Calderhead)  I  understand  it  is  selling  for 
5  cents. 

Mr.  Calderhead.  Ten  cents  a  bushel. 

Mr.  Spalding.  And  my  friend  said  they  were  giving  it  away  in 
Iowa.  When  you  can  not  realize  on  the  assets  of  a  bank  the  bank  is 
of  no  value  so  far  as  paying  out  money  goes,  and  what  I  stated  before 
the  Comptroller  was  that  I  am  interested  in  this  and  have  my  invest- 
ments in  it,  and  yet  I  am  opposed  to  any  bill  that  will  simply  make  a 
credit  currency,  because  we  would  all  suspend  specie  payments  and  all 
be  in  a  hole  as  in  1893,  when  the  majority  of  the  banks  in  this  country 
suspended  payments  of  currency  of  any  kind.  You  know,  gentlemen, 
how  it  was.  It  is  not  necessary  for  me  to  repeat  this.  We  have  the 
best  currency  in  the  world  now.  As  long  as  the  Goverinnent  has 
plenty  of  money  and  the  higher  credit  it  has — and  it  must  necessarily 
have  the  best  credit — it  (jan  borrow  money  for  a  great  deal  less  than 
any  bank. 

But  that  is  wandering  from  the  subject.  I  should  be  utterly  opposed, 
first,  to  naming  any  incorporators,  t  jim  in  favor  of  not  creating  any- 
thing here  but 

Mr.  Brosius.  No  incorporat.ors  are  named  in  the  bill. 

Mr.  Spalding.  And  I  am  in  favor  of  any  five  men  being  able  to 
incorporate  an  international  bank,  provided  it  is  necessary  to  have  an 
international  bank  at  all. 

Mr.  Spalding  having  concluded  his  remark.s,  jVl^r.  Cox  addressed  the 
committee,  as  follows : 

STATEMENT  OF  HON.  N.  N.  COX. 

Mr.  Chairman:  What  Mr.  Spalding  has  said  on  this  bill  I  indorse, 
but  I  am  going  further  than  he  goes.  I  do  not  desire  this  morning  to 
say  mucn,  except  some  suggestions  on  the  outline  of  that  which  strikes 
my  mind. 

What  is  the  proposition  here!  The  proposition  is  to  charter  a  bank 
in  the  United  States,  and  I  do  not  attach  much  importance,  in  one  sense, 
to  the  names  of  the  men  who  are  put  in  here,  because  that  only  means 
that  they  are  the  ones  who  are  going  to  get  a  charter.  I  do  not  care 
how  you  work  it,  they  will  be  the  successful  men  in  getting  the  charter. 
That  is  what  is  meant.  You  propose  to  confer,  by  this  bill,  on  these 
gentlemen,  or  any  other  gentlemen  of  like  number,  the  power  to  organisse 
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tlie  bank,  and  you  confer  upon  them  the  power  to  organize  additional 
banks,  which  you  call  branch  banks,  in  the  United  States,  and  as  a 
matter  of  course  and  as  a  matter  of  law  their  power  ceases  at  the 
limits  of  our  country.    They  can  not  go  any  farther. 

OONGBESS  NOT  AUTHORIZED  TO  CHAETEB  SUCH  A  BANKc 

JTow^  then,  when  we  get  this  proposition  clearly  stated  and  under- 
stood, it  is  granting  a  special  charter  (and  in  one  sense  a  private  charter) 
to  certain  individuals  of  the  United  States,  and  establishing  a  parent 
bank  with  eight  branches,  which  are  equivalent  to  nine  banks,  in  the 
United  States. 

I  raise  this  point  at  the  outstart:  That  no  lawyer  can  find  any  kind 
of  authority  under  the  decision  of  the  Supreme  Court  that  authorizes 
Congress  to  issue  this  character  of  charter.  I  have  stated  the  propo 
sition  exceedingly  broad,  and  when  you  go  back  to  the  decision  referred 
to  in  the  argument  of  the  gentleman  this  morning  the  whole  power  to 
charter  a  bank  in  the  United  States  is  based  upon  the  naked  proposi- 
tion, and  that  only,  that  it  is  part  of  the  fiscal  agency  of  the  Govern- 
ment, and  you  can  not  find  an  authority  in  the  United  States  that 
decides  otherwise.  The  national  banking  system  and  the  old  banking 
system  rest  on  that  point.  That  is  a  true  proposition  of  law — that 
there  is  no  authority  to  grant  a  charter  to  a  bank  unless  it  is  part  of 
the  fiscal  agency  of  the  Government — and  I  submit  to  this  committee 
to  tell  me  in  what  part  of  this  bill  is  there  anything  that  assists  or  aids 
in  the  fiscal  agency  of  the  Government. 

I  can  understand  why  national  banks  are  chartered  upon  that  doc- 
trine. They  use  the  banks  for  the  purpose  of  selling  their  bonds. 
That  was  a  mode  of  raising  revenue  for  the  Government,  but  there  is 
not  a  law,  and  I  assert  it  again,  and  I  have  the  authority  here  in  the 
book,  there  is  not  a  clause  in  the  Constitution  that  confers  upon  Con- 
gress the  power  to  charter  a  bank,  a  special  and  private  bank,  where 
it  confines  its  operations  to  certain  citizens  and  does  not  make  it  gen- 
eral in  its  terms.  There  is  no  authority  to  be  found  under  our  decisions 
to  charter  a  private  bank  unless — and  the  private  bank  could  not  well 
be  that — unless  it  is  part  of  the  fiscal  agency  of  the  Government.  That 
is  the  first  point  I  make  on  it. 

POWER  TO  REGULATE  COMMERCE. 

With  great  respect  to  my  friend's  legal  learning,  he  was  necessarily 
driven  over  to  the  power  of  regulating  commerce  between  the  Statesand 
foreign  nations.  Let  us  take  a  clear-cut  view  of  that.  The  suggestion 
that  was  made  by  Mr.  Black  is  pertinent:  If  Congress  has  the  i>ower  to 
charter  banks  for  the  purpose  of  regulating  commerce,  it  has  got  the 
power  to  run  railroads  for  the  purpose  of  regulating  commerce  between 
the  States  and  foreign  nations.  If  it  has  the  power  to  do  that  it  has 
the  j)ower  to  establish  telegraph  wires  for  that  purpose,  and  where 
will  you  end  with  that  power?  Now,  that  clause  of  the  Constitution 
didn't  mean 

Mr.  Brosius.  May  I  interrupt  the  gentleman? 

Mr.  Cox.  One  moment.  That  clause  of  the  Constitution  meant  this: 
That  when  foreign  nations  bring  their  commerce  into  our  country,  we 
have  a  right  to  say  how  it  should  be  done.  Every  government  in  the 
world  does  that. 

Mr.  Brosius.  You  can  not  do  anything  with  banks  there  without 
their  consent. 
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Mr.  Cox.  Yes. 

Mr.  Bbosius.  You  raised  tlie  point  on  the  logic  of  my  argument  that  if 
it  is  necessary  to  incorporate  a  bank  for  the  purpose  of  promoting  inter- 
national commerce  it  would  be  equally  permissible  to  incorporate  rail- 
road or  telegraph  companies.  Do  you  say  that  Congress  has  not  the 
constitutional  power  to  incorporate  or  take  unto  itself,  in  their  control 
or  management,  telegraph  companies,  to  create  such  a  company  and 
run  it  as  a  Government  institution! 

Mr.  Cox.  You  mean  to  confine  it  to  the  limits  of  the  United  States! 

Mr.  Bbosius.  I  think  they  could  do  that. 

Mr.  Cox.  That  is  an  entire  concession  of  the  whole  contention. 

Mr.  Bbosius.  We  are  talking  about  building  a  Nicaragua  canal. 

Mr.  Cox.  You  can  not  build  any  Nicaragua  canal  without  the  con- 
cession of  the  Government  through  whose  territory  it  passes.  Now 
you  come  to  the  conclusion  that  because  the  Government  of  the  United 
States,  under  certain  powers,  may  build  a  telegraph  line,  that  therefore 
it  may  run  its  line  into  another  country. 

Mr.  Bbosius.  I  do  not  say  that.  On  the  contrary,  I  have  said 
repeatedly  we  could  do  nothing  in  any  other  country  except  with  the 
consent  of  that  country  through  whose  territory  we  might  wish  to  go, 
and  the  bill  does  not  convey  any  such  an  idea  as  you  suggest. 

Mr.  Cox.  Then  the  limits  of  your  bill  and  the  extent  of  the  power  in 
the  bill  is  to  charter  nine  banks  within  the  limits  of  the  United  States! 

CONCESSIONS  FBOM  FOBBIGN  GOVBBNMBNTS. 

Mr.  Bbosius.  With  the  power  to  establish  branches  in  the  South 
American  Eepublica,  obtaining  concessions  by  those  Governments. 

Mr.  Spalding.  This  bill  has  no  reference  to  that. 

Mr.  Bbosius.  I  know  the  eight  branches  are  in  the  United  States, 
but  I  refer  to  such  concessions  as  are  obtained  by  the  Governments  of 
the  South  American  Republics. 

Mr.  Cox.  Let  me  make  this  point  plain.  SupiK>se  you  pass  this 
bill 

Mr.  Bbosius.  Eight  branches  in  the  United  States- 


Mr.  Cox.  You  pass  this  bill,  and  there  is  no  foreign  government  that 
makes  any  concessions  whatever  to  this  corporation.  You  have  no 
right  to  presume  they  will  or  will  not.  That  is  a  matter  resting  in  the 
discretion  of  those  different  governments.  They  decline  to  do  any- 
thing. What  have  you  done!  You  have  chartered  nine  banks  in  the 
United  States.    Don't  you  find  yourself  in  that  condition! 

Mr.  Bbosius.  My  answer  to  that  is  that  it  is  very  true  if  the  South 
American  Republics  have  no  desire  to  promote  intercourse  with  the 
United  States  and  will  have  nothing  to  do  with  these  facilities  for 
exchange,  that  will  be  the  end  of  it;  but  this  bill 

Mr.  Cox.  Pardon  me 

Mr.  Bbosius.  Let  me  explain  this. 

Mr.  Cox.  That  is  not  the  end  of  it. 

Mr.  Bbosius.  That  is  the  end  of  that.  If  they  will  have  nothing  to 
do  with  us,  then  we  can  not  go  outside  of  our  own  territory. 

Mr.  Cox.  We  will  have  eight  banks  here. 

Mr.  Bbosius.  Yes.  This  bill  is  predicated  on  the  assumption  that 
the  republics  on  the  south  of  ns  are  equally  desirous  of  having  inter- 
course promoted  in  this  way,  and  at  the  international  conference  in  1889 
the  representatives  of  all  those  South  American  Eepublics  invited  the 
United  States  to  do  just  what  we  are  seeking  now  to  do,  in  order  that 
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they  might  enjoy  the  benefits  of  improved  facilities  for  exchange  with 
the  view  of  promoting  commercial  intercourse.    That  is  the  whole  of  it. 

Mr.  Cox.  Now  he  assumes — and  that  is  the  point  of  the  argument 
upon  that  branch  of  it — that  unless  these  other  different  Governments 
take  advantage  of  something  we  have  done  here  and  extend  concessions 
there  to  this  company  all  that  can  result  will  be  the  establishment  of  j 

nine  banks  in  the  United  States.    That  is  clear.  -^ 

Now,  let  us  assume  that  they  do  make  concessions.  To  whom  will 
they  make  them?  They  will  make  them  to  a  corporation  chartered  by 
the  United  States. 

Now^  see  where  you  will  land  in  a  moment.  This  Government  makes 
certain  concessions.  What  do  those  concessions  consist  int  Foreign 
countries  make  concessions  to  these  individuals.  You  can  not  treat 
them  as  a  corporation. 

Mr.  Hill.  Why! 

Mr.  Oox.  Because  a  corporate  x>ower  does  not  extend  to  these  foreign 
countries  at  all. 

Mr.  Hill.  It  does,  if  they  recognize  it  as  such. 

Mr.  Cox.  That  is  their  legislation,  not  ours. 

The  Chairman.  American  insurance  compai^ies  are  recogoized. 

DUAI^  CHARTERS. 

Mr.  Cox.  I  will  not  go  into  the  question  of  insurance  companies. 
You  understand  that  and  so  do  I.  Let  us  come  to  the  point  of  the 
question.  Whatever  they  get  in  a  foreign  country,  this  corporate 
authority  you  have  chartered  here,  is  conferred  by  the  legislation  of 
that  country.    It  can  not  bo  otherwise.    Now,  the  moment  you  do  that*,  v 

that  becomes  a  corporation  of  that  country,  and  you  can  not  escai)e  iU 

Now,  you  have  a  corporation  in  the  United  States  that  is  called  a  cer- 
tain thing;  you  have  a  corporation  in  a  foreign  country  that  may  be 
composed  of  the  same  individuals:  it  is  called  another  thing.  They 
are  acting  under  two  charters — under  the  charter  of  the  United  States 
in  the  United  States  and  they  are  acting  under  the  charter  of  the  for- 
eign country  in  the  foreign  country,  and  you  can  not  escape  the  conclu- 
sion to  save  your  life. 

Let  us  follow  it  a  step  further.  I  assume  that  in  the  United  States, 
under  the  police  provisions  provided  in  the  bill — for  they  are  nothing 
more  nor  less  than  police  provisions — the  United  States,  so  far  as  its 
jurisdiction  is  concerned,  conducts  these  banks  in  the  United  States 
properly.  Assume  it  as  strong  as  you  can  make  it,  but  tell  me  what 
kind  of  an  assurance  have  you  got  that  in  the  foreign  countries  the 
banks  will  be  conducted  that  way! 

Now  let  us  follow  it  another  step.  Suppose  the  United  States  has 
conducted  its  banking  system  properly  with  its  police  powers,  and  of 
course  the  whole  object  of  that  is  to  keep  the  bank  in  a  solvent  condi- 
tion; but  take  Mexico,  if  there  is  a  branch  bi^nk  there,  and  under  the 
power  conferred  by  the  Mexican  (lovernment  there  are  no  police  regu- 
lations that  the  United  States  can  extend  there.  You  can  not  reach  it 
with  our  law.  They  adopt  a  police  system  in  Mexico,  and  the  branch 
bank  as  you  call  it—but  it  is  not  a  branch  bank,  it  is  a  bank  autliorized 
by  the  laws  of  Mexico — breaks  up  and  becomes  insolvent.  Now  you 
have  your  home  bank  here.  Where  will  the  assets  go?  How  are  you 
going  to  do  in  such  a  case!  What  will  you  do  with  your  assets! 
Suppose  the  home  bank  here,  if  the  authorities  confer  it,  transfers  it« 
assets  into  Mexico  and  that  branch  bank  becomes  insolvent.  What 
are  you  going  to  do! 
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Mr.  Spalding.  Exactly  the  same  case  comes  np  in  the  case  of 
deceased  persons. 

Mr.  Cox.  Allow  me  to  follow  this  thought  one  step  further  and  I  will 
leave  that  branch  of  it.  These  banks  outside  of  our  home  government 
will  be  worthless  unless  they  are  nnder  the  control  of  the  same  direct- 
ors in  the  home  bank,  for  if  you  have  different  sets  of  directors  in  these 
different  banks,  which  you  call  branch  banks,  look  what  confusion  there 
will  be  at  once.    How  are  you  going  to  manage  it! 

Now,  then,  I  bring  your  attention  to  the  point.  If  these  directors  of 
this  home  bank  can  not  control  these  branch  banks,  as  you  call  them, 
in  these  foreign  countries  no  good  can  result.  Then  the  very  moment 
you  confer  the  power  upon  the  home  directors  to  control  the  branch 
banks  in  foreign  countries,  they  are  subordinated  to  the  laws  of  that 
country,  and  you  can  not  avoid  that. 

So  your  banks,  at  last,  outside  of  the  United  States  will  depend  upon 
the  legislation  of  half  a  dozen  or  a  dozen  governments.  Suppose  a  bank 
in  Mexico  fails  and  its  assets  are  squandered,  so  far  as  the  bank  in 
Mexico  is  concerned,  what  are  you  going  to  do  with  the  assets  of  the 
home  bank — ^transfer  them  over  there  to  make  that  bank  good!  Sup- 
pose I  put  another  case  to  you  under  this  kind  of  double  legislation 
here:  If  the  home  bank  fails^  what  are  you  going  to  do;  how  are  you 
going  to  manage  it? 

Mr.  Hill.  Just  as  I  would  with  any  other  bank;  and  I  understand 
this  would  stand  in  just  the  same  position  precisely. 

Mr.  Cox.  The  bank  fails  at  home  and  you  are  operating  in  Mexico. 
Is  it  justice  to  this  man  in  Mexico  that  as  a  creditor  of  the  bank  he 
should  not  be  made  whole!  If  you  put  this  brand  on  it  and  indorse  it 
and  send  it  out  I  think  he  should  be  made  whole.  I  think  that  would 
be  right.  But  the  moment  you  transfer  those  assets  you  transfer  them 
out  of  Mexico  to  make  good  what  is  lost  in  the  United  States. 

I  want  to  present  another  point;  if  American  citizens  under  this  bill 
get  charters  and  establish  their  branch  banks  and  put  them  all  over 
the  world,  suppose  one  of  those  foreign  governments  finds  it  necessary 
to  confiscate  the  assets  of  that  bank,  taking  an  extreme  case,  for  some 
violation  of  local  law.  Is  the  United  States  bound  to  protect  its  citi- 
zens in  the  investment  of  their  money  there!  If  it  is  not,  they  would 
be  in  a  worse  position  than  private  citizens.  You  are  getting  into  com- 
plications here. 

Mr.  Bbosius.  Citizens  of  the  United  States  doing  business  in  foreign 
countries  are  liable  under  the  laws  of  those  countries. 

Mr.  Cox.  Suppose  a  foreign  power  seizes  the  property  of  an  Ameri- 
can citizen.    Is  not  the  Government  responsible 

Mr.  Bbosius.  It  depends  on  circumstances.  If  he  contracts  a  debt 
in  the  foreign  country,  of  course  he  is  subject  to  the  law  in  that  country 
regarding  the  payment  of  debts. 

Mr.  Cox.  I  am  surprised  that  you  do  not  see  the  point  of  this  argu- 
ment. These  are  outlines  of  thought,  and  there  are  a  good  many  more 
that  present  objections  to  my  mind  which  are  very  serious  ones. 

WAR  POWBB  OF  THE   GOVERNMENT. 

Mr.  Hendbick.  If  I  have  understood  you  correctly,  you  have  given 
the  impression  that  the  United  States,  in  your  opinion,  has  the  consti- 
tutional power  to  build  a  railroad  or  telegraph  line! 

Mr.  Cox.  That  has  been  decided,  under  the  war  power — ^nowhere  else. 

Mr.  Hendbick.  There  is  no  constitutional  right  of  that  kind  resting 
in  the  Government! 
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Mr.  Cox.  None  except  under  the  war  power. 

Mr.  Hendrick.  They  have  aided  them,  but  have  never  undertaken  to 
construct  one  in  the  name  of  the  United  States  Government.  The 
United  States  Supreme  Court  last  week  decided,  in  the  case  of  an 
express  company  brought  up  from  the  State  of  Indiana  and  a  telegraph 
company  of  the  State  of  Ohio,  that  the  States  had  a  perfect  right  to  j 

tax  and  double  tax ^ 

Mr.  Cox.  There  is  no  doubt  about  that.  In  the  exercise  of  the  war 
power  General  Grant  undertook  to  cut  that  canal  around  Vicksburg; 
but  that  was  simply  an  exercise  of  the  war  power. 

Mr.  Hendrick.  I  did  not  want  you  to  appear  in  the  record  as  saying 
the  (lovernment  had  a  right  under  the  Constitution  to  build  a  railroad 
or  telegraph  line. 

Mr.  Cox.  I  put  it  on  the  technical  ground,  and  the  ground  it  has 
always  belonged  to,  that  it  is  a  war  power.  There  can  be  no  question 
about  it  at  all. 

BRANCH  BANKS  IN  OTHER  COUNTRIES. 

Mr.  Brosius.  Under  the  terms  of  this  bill  no  branch  bank  can  break 
up  without  the  institution  breaks  up,  because  it  is  all  one  institution, 
just  like  the  branch  bank  of  Scotland,  or  France,  or  any  other  country 
where  they  have  branch  banks.  A  branch  is  simply  a  child  of  the 
parent  institution  and  the  parent  institution  is  responsible  for  all  the 
obligations  of  the  branch.  So,  if  there  were  a  branch  established,  as 
there  may  be,  by  obtaining  a  concession  in  a  South  American  country, 
that  branch  could  not  break  up  unless  the  parent  bank  broke  up.  The 
directors,  the  stockholders,  of  that  entire  institution,  which  includes 
all  its  branches,  are  liable  for  the  liabilities  of  the  bank  and  for  double 
amount  of  their  stock  for  the  debts  of  the  bank,  which  includes  all  the 
branches. 

Mr.  Fowler.  We  must  go  into  every  other  country  under  the  laws 
of  that  country. 

Mr.  Brosius.  That  is  true,  but  under  the  laws  of  the  country,  witliin 
the  powers  of  the  corporate  articles.  Our  corporation  could  not  exceed 
the  powers  given  in  its  charter.  For  instance,  if  there  is  a  provision 
in  the  charter  prohibiting  it  from  owning  real  estate  beyond  its  needs 
it  could  not  buy  half  of  Brazil. 

Mr.  Fowler.  But  you  see  Brazil  controls  down  there,  and  if  the 
Brazilian  Government  did  not  like  anything  about  our  charter 

Mr.  Brosius.  You  do  not  understand  me.  The  point  is  this:  That 
there  are  two  limitations  upon  the  actions  of  this  bank  in  Brazil,  one 
limitation  by  the  powers  or  rights  given  in  Brazil  and  the  other  limita- 
tion by  the  charter  itself.  So  you  could  not  break  this  bank  down 
there  by  going  into  the  real  estate  business,  for  instance. 

Mr.  Fowler.  Oh,  no;  what  I  rose  to  say  was  that  the  braQch  is  a 
part  of  the  parent  bank. 

Mr.  Brosius.  But  I  inferred  from  what  Mr.  Cox  said  that  he  thought 
it  would  have  a  distinct  power. 

Mr.  Cox.  Pardon  me  one  moment.  The  only  way  I  have  to  judge  of  - 
a  conclusion  is  to  try  it  theoretically  in  my  mind.  These  men  are  incor- 
porated. They  go  into  Brazil.  The  authority  of  Brazil  confers  upon 
them  the  right  to  own  real  estate.  Now,  it  seems  to  be  in  your  mind 
that  they  could  not  acquire  that  right  because  the  charter  of  the  United 
States  prohibits  that. 

Mr.  Fowler.  Nor  could  they  prevent  them  from  buying  it,  but  they 
have  to  act  under  this  charter  that  gives  them  their  life. 
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Mr.  Cox.  They  are  not  known  in  Brazil  as  an  incorporated  body  at 
all.    They  are  governed  by  the  laws  of  Brazil.    If  that  is  not  the  trath 
then  you  have  the  charter  of  the  United  States,  a  law  of  Congress   . 
extending  its  authority  into  Brazil! 

Mr.  Bbositts.  In  this  way:  The  concession  will  be  conferred,  the 
power  would  be  conferred,  upon  certain  persons  engaged  in  carrying 
out  the  i>roviaions  of  this  charter  to  operate  under  the  provisions,  con- 
ditions, and  limitations  of  this  charter  in  Brazil.  That  would  be  the 
extent  of  the  concessions. 

Mr.  Fowler.  They  never  could  exceed  the  limitations  that  their 
charter  fixed  in  any  country. 

Mr.  Cox.  I  see  where  we  pull  apart.  In  my  opinion  this  charter  in 
the  United  States  would  have  no  more  power  in  Brazil  than  any  act 
we  passed  in  Congress. 

Mr.  Hill.  Unless  they  recognized  it. 

Mr.  Fowler.  Would  not  that  be  equally  true  of  a  corporation  in 
London! 

Mr.  Cox.  Certainly. 

Mr.  Fowler.  I  have  had  experience  in  reference  to  that,  and  the 
action  of  the  corporation  was  bound  in  the  court,  and  the  court  passed 
on  the  charter  acting  in  London,  although  it  was  incorporated  in 
America. 

Mr.  Cox.  Now  let  me  illustrate  that  again.  You  have  a  treaty  with 
France  to-day  under  which  a  Frenchman  who  comes  here  can  acquire 
real  estate  and  send  it  down  to  his  heirs.  That  does  not  grow  out  of 
anything  except  the  treaty.  That  is  where  it  is  agreed  to.  Now  you 
and  I  go  to  Brazil  and  say,  '<  We  have  a  charter  in  the  United  States." 
They  say,  that  is  all  right.  Now  if  Brazil  will  incorporate  a  ch«arter  of 
the  United  States  as  a  part  of  the  charter  conferred  upon  us  and  make 
it  their  law,  then  you  can  operate  under  that.  That  is  the  reason  they 
register  charters  throughout  all  the  States,  and  the  power  is  conferred 
by  the  respective  States.  A  charter  in  the  United  States  has  no  more 
effect  in  Brazil  than  any  act  we  pass  in  Congress,  unless  the  Brazilian 
Government  adopts  it  as  a  part  of  its  legislation.  Therefore  I  say  that 
these  gentlemen  go  to  Brazil  and  they  do  not  make  their  authority  of 
the  United  States  part  of  their  law,  and  have  asked  for  personal  privi- 
leges and  rights  and  Brazil  confers  them.  You  can  hold  real  estate.  ' 
You  can  do  just  as  you  please  with  your  branch  there  if  you  violate  no 
law  of  Brazil. 

Mr.  Cox  having  concluded  his  remarks,  Mr.  Calderhead  addressed  the 
committee  as  follows: 


STATEMENT  OF  HON.  WILLIAM  A.  CALDEBHEAD. 

Mr.  Chairma^n:  When  this  bill  was  under  consideration  here  last 
session,  I  think  it  was  the  original  intention  to  ask  the  opinion  of  the 
Comptroller  of  the  Curr^jncy,  and  it  was  also  then  proposed  to  get  the 
Attorney-General  to  give  us  his  opinion  as  to  the  constitutionality  of 
this  measure.  I  said  then  the  most  serious  objection  I  had  to  it  was  a 
political  objection,  rather  than  an  objection  to  the  legal  form  of  it  or 
any  legal  question  that  might  arise  under  it.  I  said  that  then,  and  I 
still  say  T  do  not  believe  you  realize  what  a  tremendous  objection  from 
the  people  you  would  raise  by  the  attempt  to  incorporate  13  men — the 
men  named  here — into  a  private  bank  in  the  United  States. 

Mr.  Bbosius.  Suppose  half  were  Democrats  and  half  Eepublicansf 
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Mr.  Galdeshead.  It  is  not  a  question  of  their  polities. 

Mr.  Brosii  s.  How  can  it  be  a  political  question  if  it  is  not  a  ques- 
tion of  their  politics? 

Mr.  Calderhead.  Politics  will  make  its  appearance  after  yon  have 
incorporated  any  thirteen  millionaires  into  a  bank,  and  Mr.  Hill's  admis- 
sion is  a  frank  one,  that  these  men  appointed  commissioners  are  inter- 
ested in  international  commence.  Naturally  they  will  be  subscribers  to 
stock.  They  must  be  subscribers  to  the  extent  of  these  $5,000,000. 
They  may  be  subscribers  to  the  extent  of  $25,000,000.  Every  name 
mentioned  here  is  a  name  prominent  in  our  country  as  the  name  of  a 
millionaire.  I  want  to  say  that  I  have  not  the  slightest  feelings  of  envy 
toward  them  as  millionaires.  I  respect  them  and  admire  their  genius 
as  captains  of  industry  in  the  land. 

Mr.  Van  Vookhis.  These  gentlemen  named  in  the  bill  may  act  as 
commissioners  and  not  become  stockholders  or  incorporators. 

Mr.  Calderhead.  Certainly,  that  is  true.  None  of  these  men  may 
become  stx)ckholders;  none  of  tliem  may  have  any  personal  or  financial 
interest  in  the  bill.  That  is  true  under  the  bill,  but  it  is  as  Mr.  Hill 
says,  each  one  of  these  men  is  engaged  in  a  vast  industry,  interested 
in  international  commerce  and  the  most  natural  thing  will  be  for  them 
to  see  that  the  bank  is  incorporated  by  themselves  subscribing  for  the 
stock,  and  so  be  members  of  the  corporation ! 

Mr.  Bbosius.  I  would  like  to  ask  whether  it  is  not  to  the  interest  of 
this  country  that  men  should  be  largely  engaged  in  industry! 

Mr.  Calderhead.  Of  course  it  is;  but  that  is  an  entirely  differeut 
question  from  the  question  as  to  whether  they  shall  be  incorporated  or 
not.  1  think  if  you  will  be  patient  1  will  be  able  to  answer  the  inquir- 
ies you  will  want  to  make. 

I  have  not  the  slightest  objection  in  the  world  to  the  greatest  inter- 
national commerce  we  can  induce,  in  the  same  way  we  build  up  oar 
internal  commerce,  but  I  do  not  want  to  drift  away  from  the  ideii  that 
I  proposed  to  you  in  the  first  place — that  the  whole  United  States  is  in 
a  condition  of  unrest.  The  underhalf  of  the  country  believes  that  it  is 
injured,  and  injured  largely  by  the  power  of  aggregated  incorporate 
wealth.  They  actually  believe  it.  They  believe  it  to  such  an  extent 
that  over  large  areas  of  this  country  they  need  nothing  but  a  leader  of 
ability  to  give  us  local  insurrection. 

That  is  the  truth  about  it.  That  is  the  political  storm  that  will  follow 
the  attempt,  direct  or  indirect,  to  incorporate  the  men  who  are  named 
here  into  a  private  bank  with  a  capital  of  $5,000,000  or  $25,000,000, 
and  the  plea  that  it  is  done  for  the  benefit  of  international  commerce 
will  not  answer  that  mob — for  it  is  a  mob — and  all  that  it  needs  is  some 
commanding  genius  to  lead  it.  If  the  leader  happens  to  have  the  mili> 
tary  instinct,  it  means  civil  war.  That  is  a  large  word  to  use  and  I 
know  you  may  think  I  am  a  little  extravagant  in  making  a  statement 
of  that  kind,  but  I  know  the  temper  of  the  men  wl^o  have  this  ani- 
mosity toward  men  who  are  rich.  It  arises  partly  out  of  their  envy 
and  partly  out  of  the  distress  of  the  men  who  are  poor. 

Mr.  Hendriok.  The  lar^e  bulk  of  those  p^ple  believe,  too,  that  the 
wealth  has  been  brought  about  largely  by  legislation. 

Mr.  Calderhead.  Yes;  they  have  been  taught  to  believe  it.  I  do 
not  believe  it.  I  think  the  same  law  has  governed  Mr.  Carnegie  and 
Mr.  Armour  that  governs  me  and  my  neighbors;  that  the  same  oppor- 
tunities in  life  have  been  open  to  all  of  us,  and  if  a  man  has  the  genius 
to  gather  together  men,  to  organize  industry  and  business,  and  make 
gain  and  profit  for  himself,  we  must  remember  we  might  have  done  what 
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he  has  done;  but  this  underhalf  believes  it  was  not  because  of  their 
personal  ability  and  not  because  of  an  apt  opportunity,  but  because  of 
legislation  which  made  it  possible  for  them  to  amass  their  fortunes,  to 
aggregate  this  vast  wealth. 

I  know  that  it  is  stated  as  a  fact  that  it  is  not  live  years  since  the 
fellow  who  invented  the  pneumatic  tire  for  the  bicycle  was  a  compara- 
tively poor  man,  and  now  he  is  worth  $15,000,000,  clear  of  his  interest 
in  the  factory,  and  the  law  incorporated  the  factory.  I  know  it  took 
great  inventive  genius  to  invent  that  pneumatic  tire  and  still  greater 
genius  and  skill  to  make  the  machinery  which  operates  in  the  manu- 
facture of  the  pneumatic  tire. 

As  I  have  said,  that  factory  is  now  incorporated.  This  under  half  of 
our  population  loses  sight  of  the  fact  that  the  man  discovered  an  inven- 
tion for  which  there  was  a  great  demand,  and  that  he  had  the  skill  to 
muster  workmen  around  him  and  the  skill  to  call  to  his  aid  the  invent- 
ive genius  of  the  country. 

The  only  things  they  see  are  the  law  incorporating  the  company,  and 
the  profits  of  that  company  under  which  this  man  has  accumulated  a 
fortune  of  $15,000,000,  and  they  answer  to  you  that  no  human  being 
can  earn  $15,000,000  either  in  five  years  or  a  lifetime.  They  believe  it. 
They  are  taught  that,  not  as  political  faith  but  as  political  axiom. 

That  is  one  instance.  Another  instance  is  .the  invention  of  the  but- 
ton fastener  on  children's  shoes.  The  man  who  invented  this  was  a 
poor  shoemaker,  ^ow  he  sells* a  package  of  these  for  about  45  cents 
that  contains  144  gross  of  the  fasteners.  The  shoemaker  who  uses  it 
does  so  because  it  saves  his  time  and  because  his  customers  would 
rather  have  the  buttons  fastened  on  that  way.  Yet  the  fellow  who 
invented  that  is  worth  $4,000,000,  and  an  incorporated  company  built 
the  factory  and  manufactures  the  button  fasteners.  The  company  has 
grown  immensely  wealthy  and  in  a  perfectly  legitimate  manner.  But 
this  underhalf  of  the  country  sees  nothing  in  that  except  that  the  law 
incorporated  a  company  for  the  manufacture  of  those  things  which  are 
an  article  of  necessity  to  their  poor  children's  shoes,  and  out  of  it  the 
man  became  worth  his  millions  in  less  than  twenty  3'ears. 

Mr.  Hill.  Would  you  stop  incorporating  companies! 

Mr.  Calderhead.  Oh,  no;  I  would  not.  But  you  make  it  still  more 
prominent  when  you  say  that  here  are  men  who  have  accumulated  vast 
fortunes,  and  that  you  will  directly  or  indirectly  incorporate  them  with 
power  to  put  their  hands  on  the  commerce  in  and  out  of  the  country  and 
tax  a  profit  for  their  benefit.  That  is  the  point.  I  admit  it  will  bo  for 
the  national  welfare  to  have  some  agency  instituted  that  would  increase 
our  international  commerce,  but  I  tell  you  it  is  a  political  mistake,  a 
blunder — which  I  think  is  said  to  be  worse  than  a  mistake — and  it  is 
something  more  than  that.  It  is  unwise  statesmanship,  with  the  under- 
half  of  the  nation  entertaining  this  sentiment  toward  incorporated 
wealth  for  you  now  to  incorporate  an  international  bank  with  the  inten- 
tion that  it  shall  have  i)ower  to  levy  a  tribute  on  exchange  upon  all  pur- 
chases and  sales  that  are  made  between  America  and  other  countries. 

Mr.  Cox.  Without  competition! 

Mr.  Calderhead.  Without  competition.  I  admit  you  pay  that  trib- 
ute when  you  pay  foreign  exchange.  Yet  it  has  not  become  a  matter  of 
prominence,  and  so  has  not  affected  the  spirit  of  the  people. '  You  pro- 
pose to  do  this  thing  in  the  face  of  this  vast  sentiment  that  is  now 
stirring  the  nation  throughout  and  at  a  time  when  you  have  not  yet 
passed  the  crisis.  That  is  the  objection  I  have  to  it  and  why  I  can  not 
vote  for  it. 
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In  the  Dext  place  I  tbeu  said  to  you  that  this  country  is  accustomed 
to  the  national  banking  system,  but  there  are  a  good  many  men  in  the 
country  who  do  not  think  it  ought  to  have  been  established  and  who 
think  it  ought  to  be  abolished  now,  and  they  are  generally  the  same 
men  who  think  the  Government  ought  to  issue  all  the  currency  and  be 
resx>onsible  for  it.  I  have  no  sympathy  with  their  faith,  for  1  believe  in 
the  national  banking  system  myself,  and  at  least  one  half  of  the  nation 
does,  probably  a  little  more  than  that;  and  the  people  are  accustomed 
to  it  and  rely  upon  it  and  take  its  currency  as  money  without  question. 

You  can  expand  the  national  banking  system  so  that  it  can  transact 
this  international  business  and  the  people  will  accept  it,  and  this  por- 
tion of  the  people  that  is  complaining  will  not  have  a  new  cause  of 
complaint.  Would  it  not  be  just  as  easy  for  you  to  say  that  the  national 
banks  of  the  United  States  shall  have  power  to  subscribe  to  stock  for 
an  international  bank,  for  the  purpose  of  dealing  in  international 
exchange,  as  for  you  to  say  that  Mr.  Armour  and  Mr.  Bliss  and  the 
others  named  in  this  bill  shall  have  power  to  be  incorporated  as  an 
international  bankf  And  why  not  do  that  thing?  Why  not  make 
the  international  bank  a  part  of  the  national  banking  system,  directly 
connected  with  and  dependent  upon  it!  Why  should  you  now,  in  direct 
competition  with  the  national  banking  system,  establish  eight  private 
banks — for  that  is  what  the  eight  branches  will  be— witli  the  power  of  the 
Government,  so  far  as  it  is  conferred  upon  them  in  this  charter,  with 
the  influence  and  prestige  given  by  this  charter  to  eight  private  banks 
within  the  United  States  to  enter  into  direct  competition  with  the 
national  banks  of  the  United  States  in  receiving  deposits  and  making 
discounts. 

Why  should  you  do  that  thing?  You  first  offend  the  discontented 
people  who  complain  of  the  conditions  of  life,  and  then  injure  your 
friends  who  transact  the  internal  commerce  of  the  country.  Are  not 
the  national  banks  of  the  United  States  as  competent  to  furnish 
exchange  as  any  bank  in  Europe!  What  is  it  that  has  given  the  Bank 
of  England  the  power  over  the  commerce  of  the  world,  which  it  has  by 
reason  of  the  fact  that  it  furnishes  the  exchange?  More  than  one 
hundred  years'  commerce  with  the  rest  of  the  earth  has  taught  all  man- 
kind exactly  what  a  pound  sterling  is,  but  our  uncertain  finances  for 
the  last  thirty  years  liave  not  taught  the  world  what  the  unit  of  money 
in  the  United  States  is. 

But  there  is  another  thing  to  remember  and  it  goes  back  almost  to 
the  beginning  of  things.  It  was  a  part  of  my  parental  training  that  a 
man  ought  to  be  a  whole  man  within  himself  and  stand  four  square  to 
the  world  alone.  The  American  family  grows  up  upon  the  idea  that 
every  member  of  it  is  independent.  The  wealth,  the  property,  that  is 
accumulated  in  that  family  is  distributed  by  law  to  the  heirs,  and  each 
one  takes  his  proportion  and  is  a  separate  and  independent  man,  and 
is  not  responsible  for  the  traditional  honor  of  the  family. 

In  Europe  the  matter  is  different.  Property  is  transmitted  by  the 
laws  from  father  to  the  first  son  by  the  law  of  primogeniture.  The 
first  son  becomes  the  head  of  the  family  by  reason  of  the  fact  that  he 
inherits  the  property.  The  traditional  honor  rests  upon  him  and  ha»s  to 
be  maintained,  and  is  one  of  the  strongest  bonds  for  integrity  in  busi- 
ness. To  him  all  the  other  members  of  the  family  look,  and  to  the 
maintenance  of  his  honor  they  all  look,  and  he  selects  some  other 
brother  or  member  of  the  family  and  sends  him  to  South  America  and 
plants  him  in  a  branch  bank.  Behind  him  are  centuries  of  inheritances 
of  honor  and  good  faith,  and  in  the  care  of  this  younger  brother  there 
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is  this  same  honor,  and  there  is  an  obligation  upon  him  to  maintain  it. 
The  ancestral  property  is  inalienable,  and  its  income  can  be  reached, 
and  all  this  gives  the  branch  bank  standing  and  credit  there.  Business 
is  easily  transacted  there. 

In  America  the  first  son  inherits  but  one  share.  He  has  no  family 
honor  to  maintain  in  the  same  sense  that  the  Englishman  has — nothing 
bnt  his  own  manhood,  and  it  is  not  made  known  to  men  until  he  has 
lived  a  lifetime  and  transacted  business  for  a  lifetime. 

Now,  the  consequence  of  that  is'that  the  men  in  England  who  send 
their  sons  or  relatives  to  foreign  countries  to  establish  banks  have  less 
risk  in  the  matter  than  if  you  or  I  select  our  brother  or  partner.  Our 
brother  or  partner  has  nothing  but  a  pecuniary  interest  in  the  venture. 
He  has  no  family  traditions  of  honor  in  the  same  way  the  Euglishniau 
has  back  of  him.  The  care  of  that  good  name  is  not  a  bond  upon  him, 
except  so  far  as  it  is  a  matter  of  personal  affection.  It  is  a  traditional 
bond  upon  the  part  of  the  Englishman  who  goes  into  business  there. 

The  result  is  that  our  man  who  goes  abroad  for  business  is  alone; 
our  people  have  not  established  branch  mercantile  agencies  or  branch 
banks  in  any  other  country  for  the  banking  business.  Our  name  is  not 
known  there.  We  have  not  a  bank  in  America  that  has  a  name  thirty 
years  old  with  a  branch  planted  in  any  other  new  country  on  the  earth. 

Mr.  Hill.  Oh,  yes;  we  have — in  the  tea  trade  and  in  the  hardware 
trade.    Our  name  is  known  in  China  and  Japan. 

Mr.  Beosius.  There  are  plenty  of  business  institutions  in  this  country 
that  are  a  hundred  years  old. 

Mr.  Oalderhead.  The  tea  trade  does  not  go  back  beyond  the  year 
1850  with  Japan,  I  know,  nor  beyond  that  in  India. 

Mr.  Bbosius.  These  houses  that  have  been  established  much  longer 
than  that  certainly  have  branches. 

Mr.  Oaldebhead.  I  suppose  some  mercantile  houses  have  branches; 
but  the  banking  houses  of  England  were  known  in  China  one  hundred 
years  ago  and  in  Brazil  one  hundred  years  ago,  and  all  these  hundred 
years  have  been  doing  business  there,  while  the  banks  in  America  that 
are  known  in  Brazil  have  been  Incorporated  since  the  war.  JS'early  all 
the  American  establishments  which  have  gained  any  foothold  in  South 
America  have  practically  been  built  up  in  the  United  States  since  the 
war,  bnt  they  have  not  established  banks  there. 

In  the  next  place,  exchange  upon  England  is  freely  received  in  South 
America  in  payment  for  goods,  because  England  has  its  agency  there 
ready  to  receive  it.  The  sons  of  England  are  there.  They  are  acquainted 
with  and  known  to  the  men  who  are  selling  the  goods.  There  is  no  need 
that  their  names  shall  be  added  to  the  exchange  draft  on  England  in 
order  to  make  it  pass  at  a  parity;  they  have  the  machinery  of  exchange 
in  their  hands.    Why! 

Has  any  banking  establishment  of  Kew  York  planted  an  agent  in 
Buenos  Ayres,  or  Eio  de  Janeiro,  or  any  other  city  in  South  America — a 
banking  agent  with  concessions  and  permission  to  transact  business 
there,  with  authority  to  make  acquaintance  there,  to  solicit  business,  and 
carry  it  on  there!  Can  you  name  one!  I  think  it  was  a  part  of  Mr. 
Brosius's  argument  this  morning  that  while  there  were  sixty  foreign 
banking  houses  in  South  America,  there  was  not  an  American  banking 
house  there.  Is  it  any  wonder  that  American  exchange  is  not  accepted 
there? 

Now,  if  it  is  the  duty  of  each  individual  in  our  national  life  and  in 
our  national  Bepublic  to  take  care  of  himself  and  be  himself  a  whole 
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man,  then  it  Ih  the  business  of  these  men  who  desire  to  transact  busi- 
ness in  South  America  to  take  care  of  themselves,  to  put  their  agents 
there,  to  obtain  concessions  there,  and  make  their  acquaintances  there. 
There  will  bo  no  trouble  about  it.  If  these  thirteen  men  will  put 
$25,000,000  on  deposit  in  one  bank,  and  put  their  agents  in  South  j 

America,  and  open  their  branches  down  there,  and  inform  the  people  { 

there  that  they  have  this  $25,000,000  on  deposit,  there  will  be  no  trouble        J 
with  South  America  accepting  their  bills  of  exchange.    If  any  single  i 

man  will  put  $25,000,000  on  deposit'  in  a  business  and  will  send  his 
agents  there  and  plant  them  with  branch  houses  to  transact  his  business 
there  and  make  it  known  to  those  people  that  he  has  the  actual  wealth 
here  as  a  basis  for  his  business,  he  won't  need  a  bank.  His  own  checks 
and  drafts  will  pay  for  the  goods  he  buys  there,  or  pay  for  the  goods 
anybody  buys  there. 

The  bill  itself  extends  the  idea  that  the  individual  in  the  United  States 
is  not  able  to  do  anything  unless  the  Government  of  the  United  States 
incorx)orates  him  and  some  way  or  other  puts  a  sustaining  hand  under 
him  and  holds  him  up,  while  the  rest  of  us  engaged  in  individual  busi- 
ness must  fight  single  handed  and  take  whatever  profits  we  may  make 
from  our  labors  and  maintain  the  niEitioual  life.  There  is  no  need  of 
extending  the  idea.  There  is  no  need  of  teaching  the  business  of  Amer- 
ica that  it  is  dependent  upon  the  Government  of  the  United  States  in 
order  to  succeed.  You  have  already  taught  too  many  people  in  the 
United  States  that  their  personal  welfare  depends  upon  the  sustaining 
hand  of  the  Government,  and  that  it  is  the  Government's  business  to 
look  after  their  business  investments,  their  money,  and  their  profits. 

There  is  another  thing  I  wanted  to  get  to.  I  can  not  recall  it  at  this 
moment. 

Just  reconsider  for  a  moment  the  first  objection  to  it. 

Mr.  Hill.  Would  not  your  same  argument  that  you  are  making 
against  this  apply  against  granting  all  corporate  powers? 

Mr.  Calderhead.  To  a  greater  or  less  extent  it  would. 

Mr.  Fowler.  I  understand  your  objection  is  that  it  is  not  an  act  of 
general  incorporate  power — so  anybody  can  go  into  it! 

Mr.  Calderhead.  It  is  a  private  bank. 

Mr.  Fowler.  In  other  words,  if  it  was  a  general  act 

Mr.  Calderhead.  I  haven't  tbe  least  objection  to  the  United  States 
making  a  general  law  for  the  general  charter  of  railroads  and  telegraphs 
under  the  power  to  regulate  interstate  commerce,  and  I  say  to  you 
freely  that  I  do  not  see  any  legal  objection  to  that. 

On  the  other  hand,  I  object  to  the  United  States  saying  you,  and 
you,  and  you,  may  own  a  single  telegraph  line  and  you  shall  have  the 
support  of  the  Government  to  that  extent;  that  you  shall  be  the  Gov- 
ernment's agent  for  the  transmission  of  intelligence,  and  if  that  gives 
you  a  prestige  and  a  profit  that  is  your  benefit,  and  we  will  con^r  it 
upon  you  by  incorporating  you.    I  object  to  that. 

I  object  to  the  Government  saying  to  any  thirteen  men,  or  any  other 
number  of  men ;  "  You  may  incorporate  yourselves  into  a  single  bank, 
and  have  power  to  establish  branch  banks  which  shall  be  just  like  that 
single  bank  and  be  banks  of  deposit,  and  banks  of  discount,  and  be 
financial  agents,  and  shall  have  legal  power  to  become  financial  agents 
through  the  nations  of  the  earth,  if  they  choose  to  make  you  so,  because 
of  the  prestige  the  charter  gives  you." 

I  object  to  the  Government  saying  that,  unless  it  says  it  to,  and  opens 
the  opportunity  to,  every  citizen  of  the  United  States,  so  that  any  other 
thirteen  men  in  the  United  States  who  also  want  to  become  incorporated 
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for  the  same  purpose  may  also  become  incorporated  under  the  same 
law,  subject  to  the  same  regulations  and  have  the  same  opportunities. 

Mr.  Bbosius.  You  do  not  mean  to  convey  the  idea  that  this  bill  pro- 
vides for  the  incorporation  of  thirteen  men.  There  is  no  limit  to  the 
number  of  men  in  this  bill. 

Mr.  Calderhead.  No;  there  is  no  limit  to  the  number  of  men,  but 
it  is  not  a  general  law. 

Mr.  Brosius.  It  only  incorporates  this  one  bank. 

Mr.  Calderhead.  I  named  thirteen  men  i^articularly  because  this 
bill  names  them  by  name.  1  am  giving  you  the  words  which  will  be 
thundered  to  the  unrest  and  discontent  of  the  nation — if  this  Congress 
by  an  act  incorporates  Mr.  Bliss,  Mr.  Morgan,  Mr.  Coolidge,  Mr.  Car- 
negie, and  Mr.  Armour,  and  the  others,  men  who  may  organize  into  a 
private  bauk  to  make  discounts  and  transact  business  and  to  become 
the  fiscal  agents  of  all  other  nations  of  the  earth,  as  well  as  of  this 
nation,  with  the  power  to  sell  exchange,  and  in  that  sale  of  exchange 
make  a  profit  which  amounts  to  a  tax  upon  the  business  which  is  trans- 
acted between  this'country  and  the  other  countries 

Mr.  Hill.  Hasn't  any  one  of  these  individuals  the  power  to  do  that 
now  without  any  charter? 

Mr.  Calderhead.  Certainly.    What  does  he  need  with  a  charter  t 

Mr.  Hill.  This:  Instead  of  one  man  devoting  his  entire  property  to 
the  transaction  of  this  business  alone  the  corporate  power  enables  any 
number  of  men  to  go  in  and  each  contribute  his  mite,  so  that  in  the 
aggregate  they  can  do  the  same  thing  that  one  man  can  do  now. 

Mr.  Fowler.  But  could  you  and  I  do  it  next  year! 

Mr.  Hill.  You  have  a  right  to  do  it  as  an  individual. 

Mr.  Fowler  (to  Mr.  Hill).  You  want  me  to  risk  my  entire  fortune 
against  this  aggregation  of  millions? 

Mr.  Hill.  Where  is  the  difference  in  the  power  granted  between  50 
men  with  $25,000,000  and  one  man  with  a  proportionate  capital? 

Mr.  Calderhead.  The  difference  is  that  you  require  us  to  go  into 
competition  with  these  men  after  they  are  incorporated,  and  we  are 
liable  tor  our  whole  property  and  they  are  not  liable,  except  to  the 
amount  of  their  stock. 

Mr.  Hill.  The  amount  of  their  stock  and  as  much  more. 

Mr.  Calderhead.  I  do  not  see  that  language  there  which  makes  it 
double. 

Mr.  Brosius.  It  is  in  the  amended  bill.    I  thought  it  was  there. 

Mr.  Cox.  In  the  argument  you  are  making  that  the  bill  sliould  be 
general  and  the  opportunity  should  be  open  to  all  citizens  of  the  CTnited 
States  I  agree  with  you — ^in  that  principle;  but  not  in  the  bill.  If  you 
make  that  bill  general  and  confer  upon  all  citizens  of  the  United  States 
the  right  to  organize  banks  under  that  bill,  then  so  far  as  that  is  con- 
cerned I  would  agree  with  you.  You  have  that  law  and  you  organize 
your  bank  and  we  organize  ours  with  the  same  rights  they  have.  Then 
we  have  got  a  home  bank  and  eight  branches.  It  is  a  home  bank  with 
eight  branches  and  an  unlimited  number  in  these  foreign  countries. 
What  kind  of  a  system  have  you  got  in  the  United  States?  Here  is 
your  national-bank  law — and  if  the  gentleman  is  correct,  there  is  no 
distinction  made  between  this  and  the  national-bank  law,  except  on  the 
question  of  note  issues.  Then  you  have  a  curious  system  of  banking  in 
the  United  States,  certainly. 

Mr.  Fowler.  What  is  the  object  of  having  eight  branches? 

Mr.  Brosius.  I  do  not  know.  I  did  not  draw  the  bill.  Mr.  Hitt 
drew  the  bill. 

Mr.  Calderhead.  Because  there  are  eight  inland  commercial  cities 
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in  the  United  States — Pittsburg,  Cincinnati,  and  Chicago,  and  some 
others  named  in  the  bill — the  very  centers  where  business  is  to  be  done. 
There  this  bank  will  come  into  direct  competition  with  the  banks 
already  organized,  to  receive  their  deposits  and  make  discounts  and 
transact  business,  and  in  addition  to  that  have  the  power  of  transacting 
business  in  foreign  countries  by  selling  exchange  there  and  paying 
the  checks  of  foreign  nations. 

Mr.  Hill.  Why  should  they  not  have! 

Mr.  Caldebhead.  Just  because  the  thing  is  limited  to  those  eight 
banks.  Let  me  ask  you — you  named  a  little  while  ago  the  Park  National 
Bank  of  New  York.  Why  should  you  not  empower  the  Park  National 
Bank  to  do  this? 

Mr,  Hill.  I  would  not  hesitate  a  minute  to  give  them  the  power  if 
they  should  come  here  and  ask  for  it. 

Mr.  Fowler.  You  appoint  these  men  in  this  one  bill  to  incorporate 
that  bank.  You  incorporate  this  bank  with  that  money  power  behind 
it  and  then  you  try  to  get  another  charter  through  this  House,  and  see 
what  a  sweet  time  you  would  have  doing  it. 

Mr.  Beosius.  You  seem  not  to  have  read  all  that  portion  of  section 
15  which  is  very  clear  ^'  That  the  shareholders  of  the  corporation  shall 
be  held  individually  responsible,  equally  and  ratably,  and  not  one  tor 
another,  for  the  contracts,  debts,  and  engagements  of  said  corporation 
to  the  extent  of  their  stock  therein  at  the  par  value  thereof,  in  addition 
to  the  amount  invested  in  such  shares."    It  is  a  double  liability. 

Mr.  Caldebhead.  Yes,  sir;  I  see  now  that -is  the  language.  Now 
let  me  say  to  you,  I  don't  know  whether  it  is  requisite  that  the  entire 
amount  of  stock  shall  be  paid  in  before  they  begin  to  do  business,  but 
I  think  they  commence  paying  in  25  per  cent,  and  the  entire  stock  is 
paid  for  in  two  years. 

Mr.  Bbosius.  And  in  any  national  bank  the  stock  does  not  have  to 
be  paid  in  right  away. 

Mr.  Hendrick.  What  is  the  stock! 

Mr.  Brosius.  $5,000,000,  which  may  be  increased  to  $25,000,000. 

Mr.  Hendbick.  Don't  you  think  it  would  be  dangerous  to  put  that 
power  in  the  hands  of  nine  banks;  and  could  they  not  with  that  vast 
aggregated  wealth  crush  out  competition  from  smaller  banks  by  offer- 
ing a  lower  per  cent  for  deposits! 

Mr.  Bbosius.  If  they  could  the  same  number  of  banks,  organized  as 
banks  of  discount  and  deposit,  could  do  the  same  thing,  and  there  is  no 
restriction  in  the  right  of  any  man  or  any  set  of  men  to  organize  a  bank 
of  discount  and  deposit  at  any  time,  and  any  thirteen  men  could  put 
$25,000,000  in  a  bank  of  that  kind  anywhere  at  any  time.  The  only  pur- 
pose in  this  charter,  as  I  have  said,  is  to  give  the  CJnited  States  control 
over  it,  so  it  can  be  kept  within  safely  guarded  and  suitable  restrictions 
looking  to  the  safety  of  the  deposits,  and  so  on.  That  is  the  only  object 
in  having  the  charter  granted  by  the  Government  of  the  United  States 

Mr.  Caldebhead  Leaving  aside  the  subscription  of  stock  and  the 
organization  of  it,  it  has  certain  powers  after  it  is  organized,  as  stated 
in  that  section — section  7 — and  in  the  ninth  or  tenth  paragraph  in  it. 
Why  not  confer  those  same  powers  on  the  Park  National  Bank  in  !N"ew 
York  and  give  it  the  power,  which  you  give  to  this  bank,  to  subscribe 
to  the  stock  of  banks  in  Brazil,  Mexico,  or  wherever  it  chooses  to  estab- 
lish branch  banks;  for  it  is  equivalent  to  conferring  upon  it  the  power 
to  take  stock  in  banks  in  any  country  wherever  it  pleases  f  Why  should 
you  not  empower  the  Park  National  Bank  to  do  business  in  South 
America  by  establishing  branches  there  which  would  give  it  a  commer- 
cial standing  there  t 
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Mr.  Bbositjs.  It  doesu't  take  stock  in  any  bank«  This  institution  is 
a  unit  and  the  stock  is  the  stock  of  that  unit  and  the  stock  may  be  pur- 
chased by  anybody  on  earth.  There  is  no  restriction,  but  the  directors 
appointed  by  the  stockholders,  who  direct  this  institution,  or  two-thirds 
of  them  at  least,  are  to  be  citizens  of  the  United  States.  So  it  is 
always  to  come  under  the  control  of  the  United  States  and  not  be  sub- 
ject to  foreigners. 

Mr.  Oaldebhead.  And  if  it  establishes  a  bank  at  Eio  de  Janeiro  in 
South  America  will  the -stockholders  in  the  United  States  elect  the 
stockholders  and  president  of  that  bank? 

Mr.  Bbosius.  That  bank  will  have  no  directors  or  president  or  officers 
at  all  except  as  they  may  be  sent  there  from  the  bank  in  the  United 
States.. 

Mr.  Galbebhead.  It  is  simply  a  part  of  this  bankf 

Mr.  Bbosius.  Certainly. 

Mr.  Gaxdebhead.  That  is  the  same  as  if  this  bank  were  to  move 
down  there  and  undertake  to  do  business  under  the  charter  you  confer 
upon  it  here— either  that  or  else  the  branch  down  there  is  an  addi- 
tional bank,  subject  to  the  legislation  of  the  country  where  it  is  located 
and  acting  according  to  the  concessions  given  to  it  there  and  according 
to  the  legislation  of  that  country — that  is  equivalent  to  saying  that  the 
parent  bank  in  New  York  City  may  be  a  stockholder  in  Brazil 

Mr.  Bbosius.  It  is  not  correct  speaking  to  say  any  one  branch  is  a 
stockholder  in  any  other,  because  the  bank  is  not  a  stockholder.  The 
individuals  are  stockholders. 

Mr.  Caldebhead.  It  is  a  misuse  of  terms,  but  the  fact  is  the  same. 
That  is  to  say,  why  not  permit  the  First  National  Bank  of  Norwalk, 
Conn.,  to  own  stock  in  the  Park  National  Bank  of  New  York? 

Mr.  Hill.  The  law  prohibits  that.  But  you  can  go  to  other  banks 
and  find  millions  of  dollars  invested  in  national  banks,  and  the  law  of 
Connecticut  says  savings  banks  may  invest  in  stock  of  national  banks, 
and  that  is  largely  done. 

Mr.  Caldebhead.  I  have  no  objection  to  the  State  of  Connecticut 
managing  savings  banks  as  she  pleases,  but  when  was  it  proposed  to 
expose  the  business  of  this  country  to  the  risk  of  one  national  bank 
becoming  a  stockholder  in  another  national  bankf 

Mr.  Bbosius.  This  bill  does  not  do  anything  of  the  kind. 

Mr.  Caldebhead.  It  practically  does.  Here  are  eight  branches  in' 
the  United  States,  and  you  call  them  branch  offices.  Practically  they 
are  banks.  They  are  receiving  deposits  and  making  discounts,  trans- 
acting business^  and  taking  risks. 

Mr.  Hill,  You  would  object  to  the  Canadian  system  on  the  same 
ground? 

Mr.  Caldebhead.  I  suspect  so.  I  will  not5  go  into  that.  You  incor- 
porate a  bank  in  New  York  City  which  is  authorized  to  own  all  the  stock 
of  eight  other  banks  and  all  the  stock  of  the  banks  they  will  establish 
in  all  the  countries  of  the  earth,  and  then  say  that  it  is  a  safe  bank 
because  it  is  chartered  by  the  United  States  and  authorized  to  receive 
deposits  and  make  discounts.  Any  bank  is  safe  that  will  receive  deposits 
as  long  as  it  will  keep  them  ready  to  pay  back  again,  and  it  does  not 
need  a  charter  to  be  safe.  But  no  bank  is  safe  that  is  authorized  to 
receive  deposits  in  South  America  and  pay  them  when  South  America 
permits  them  to  be  paid.  All  that  must  follow  after  you  have  made  an 
organization  of  that  kind.    But  enough  on  this  now. 

I  simply  wanted  to  call  your  attention  to  the  fact  that  the  bill  incor- 
porates, practically,  thirteen  men  with  not  less  than  $5,000,000  capital 
or  more  than  $25,000,000  capital,  and  it  authorizes  them  as  an  exclusive 
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coTX)oration  to  engage  in  the  buaiDess  of  receiving  deposits  and  making 
discounts  in  competition  with  the  existing  banking  system  in  the  United 
States — that  is,  do  that  thing  in  the  face  of  the  fact  that  one-half  of  the 
people  of  the  United  States  believe  the  distress  of  this  land  is  due  to  the 
fact  that  incorporated  wealth  already  has  too  much  power  and  that  it  | 

has  received  its  power  by  legislation.    Whether  that  is  true  or  not — and  ^ 

I  do  not  admit  it  is,  I  make  no  complaint  of  the  wealthy  men  of  this  ^ 
country,  for  I  have  as  much  appreciation  as  any  man  with  my  knowledge 
of  it  of  the  wonderful  development  they  have  made  possible  and  the 
great  opportunities  they  are  opening  up  in  this  country — I  say  you  can 
not  in  the  face  of  that  widespread  belief  and  distress  undertake  a  meas- 
ure of  this  kind,  and  then  go  home  and  teach  the  i)eople  to  believe  in  it 
and  to  accept  it  at  this  time. 

Thereupon  the  committee  adjourned. 


Committee  on  Bank;in(>  and  Cubbency, 

Washington^  D,  0.,  Wednesday^  February  10^  1897, 

The  committee  met  at  10.30  a.  m. 

Members  present:  The  chairman  (Mr.  Walker),  and  Messrs.  Brosius, 
Johnson,  Fowler,  Lefever,  Spalding,  Galderhead,  Hill,  Cox,  Stallings, 
and  Black. 

The  Chaibman.  We  have  with  us  this  morning  Mr.  William  R.Trigg, 
president  of  the  Kichmoud  Locomotive  Works,  of  Eichmond,  Va.  He 
desires  to  make  a  statement  concerning  the  currency  situation  in  the 
South. 

STATEMEirr  OF  ME.  WILLIAM  B.  TBIGO,  OF  BICEMOVB,  VA. 

Mr.  Trigg  addressed  the  committee  as  follows: 

Mr.  Chaibman  and  Membebs  of  the  Committee  :  My  explanation 
for  being  before  you  to-day  is  this:  The  secretary  of  the  Indianapolis 
Monetary  Convention,  Mr.  B.  H.  Warner,  was  sufficiently  impressed 
with  a  paper  that  I  presented  there  to  bring  it  to  Washington,  and 
through  Mr.  Fowler  arrange  that  it  be  read  to  your  honorable  commit- 
tee. It  bears  in  the  main  upon  the  unequal  distribution  of  the  national- 
•bank  currency,  and  I  trust  you  will  find  it  interesting  and  perhaps 
useful. 

I  will  say  now,  however,  that  I  come  as  a  patient  and  not  as  a  physi- 
cian. I  tell  of  the  distress,  and  look  to  you  for  the  remedy.  Any  rec- 
ommendation I  make  will  be  only  in  a  broad  sense,  and  my  reward  will 
indeed  be  great  if  I  inspire  you  with  renewed  intention  to  let  nothing 
turn  you  from  the  work  you  have  in  hand  of  currency  reform.  I  can 
not  overstate  the  anxious  interest  of  the  business  men  of  the  country  in 
your  efforts. 

I  am  the  president  of  the  Bichmond  Locomotive  Works,  of  Richmond, 
Ya.,  and  we  employ  more  skilled  labor  than  any  establishment  south  of 
Philadelphia.  We  have  had  upward  of  1,100  men  employed,  and  with 
recent  additions  to  our  plant  we  can  handle  1,500  men, 

BEPEAL  OF  10  PEB  CENT  STATE  BANK  TAX. 

The  attendance  upon  the  Indianapolis  Convention  was  my  first  pub- 
lic service,  and  my  appearance  here  is,  to  speak  truly,  simply  a  wonder- 
ment to  me,  and  I  ask  your  kind  forbearance.  I  have  concluded  to 
read  the  paper  just  as  it  was  written  for  the  convention,  with  maybe  an 
interpolation  here  and  there.    It  is  entitled  <^A  review  of  the  national- 
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bank  currency  and  a  plea  for  the  repeal  of  the  10  per  cent  bank  tax.'^ 
It  is  as  follows: 

I  am  one  of  the  delegates  from  the  Chamber  of  Commerce  of  Rich- 
mond, Va.  My  city  is  a  large  commercial  center  that  is  absolutely 
unique  in  this,  that  it  survives  with  all  the  financial  conditions  against 
it.  Our  prosperity  is  of  the  ''neither  poverty  nor  riches^  degree, 
scripturally  commended,  but  we  feel  there  should  exist  in  the  law  itself 
no  bar  to  greater  prosperity  and  greater  growth.  *  I  speak  for  those 
who  demand  the  repeal  of  the  10  per  cent  bank  tax. 

FINANCIAL   HISTORY  OF   RICHMOND. 

• 

I  am  familiar  with  the  financial  history  of  liichmond,  having  entered 
banking  there  immediately  after  the  war,  when  the  fires  of  the  "evacu- 
ation" were  still  smoldering.  I  have  witnessed  the  struggles  of  my 
people,  and  I  became  convinced  in  the  sixties  that  the  national  banking 
currency  system  was  wholly  unsuited  to  us.  With  the  scarcity  of  money 
and  no'  currency  to  command,  our  slender  assets  soon  disappeared^ 
interest  ranging,  for  ten  years  after  the  war,  from  12  to  20  per  cent. 

I  have  seen,  with  exceptions  so  lamentably  few  as  only  to  prove  the 
rule,  every  old-time  merchant,  miller,  and  planter  forced  to  the  wall. 
That  we  have  survived  as  a  community  comes  from  the  great  economy 
of  the  people,  taught  by  adversity,  but  the  condition  throughout  the 
State  is  deplorable  and  unfair.  Hence  it  is  not  to  be  wondered  that 
Virginia  was  ranked  early  in  the  recent  campaign  among  the  '*  doubtful" 
States. 

VIRGINIA  NOT   LACKING  IN  HONOR. 

And  I  will  interpolate  just  here,  not  from  political  motives,  for  I  have 
never  held  a  political  office — I  have  never  drawn  so  much  as  a  witness 
fee — but  from  patriotic  motives.  What  I  have  to  say  is  this:  Those 
who  attach  to  the  word  "  doubtful "  the  suggestion  that  Virginia  is  lack- 
ing in  honor  are  mistaken,  and  this  committee  should  not  approach  the 
subject  they  have  in  hand  in  that  spirit.  Though  a  sound  money  man 
myself,  I  am  no  better,  nor  am  I  as  good,  as  thousands  of  my  fellow- 
Virginians  who  embraced  the  cause  of  silver — serious,  earnest,  force- 
ful men  who  are  desperate  for  relief.  This  committee  must  close  its 
ears  to  the  cry  of  dishonor  and  probe  for  and  remove  the  grievance. 

ROBERT  E.  LEE   ON  REPUDIATION. 

•  My  state  is  never  reflected  upon  that  I  am  not  angered,  knowing  as 
I  do  the  honesty  of  her  people  and  their  acts.  Gen.  R.  E.  Lee,  possibly 
in  this  very  room,  in  March,  186G,  before  the  "Reconstruction  Oommit- 
tee,"  when  questioned  as  to  the  feeling  of  his  people  on  the  payment  of 
their  private  debts,  the  national  debt  incurred  in  prosecuting  the  war, 
and  even  the  Confederate  debt,  concluded  a  most  interesting  colloquy 
with  the  words,  "  I  have  never  heard  anyone  in  the  State  with  whom 
I  have  conversed  speak  of  repudiating  any  debt,"  having  previouly 
stated,  to  use  his  own  words,  "simply  from  his  knowledge  of  the  people 
that  they  would  pay  all  debts." 

And  he  did  not  judge  them  amiss.  Already  prominent  Virginians 
had  assembled  at  Richmond  and  assumed  the  entire  State  debt  of  Vir- 
ginia, and  it  was  after  1870,  when  Mr.  Gilbert  O.  Walker  was  made 
governor  of  Virginia,  that  they  set  apart  any  of  it  for  West  Virginia 
to  pay ;  and  later,  under  the  awful  pressure  of  the  funding  bill,  when 
readjustment  was  mooted,  it  was  fought  for  years,  and  though  familiar 
with  the  facts  myself  I  am  pleased  to  be  able  to  quote  from  so  distin- 
guished a  man  as  our  late  minister  to  Spain,  Dr.  J.  L.  M.  Ourry,  that 
"90  per  cent  of  the  taxi)ayers  voted  throughout  for  full  pajrment.'^ 
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AN  INSUFFICIENT  CURRENCY. 

Satisfied  that  her  position  was  due  to  the  unequal  distribution  of  an 
insufficient  currency,  1  obtained  from  the  Comptroller  the  condensed 
balance  sheets  of  the  national  banks  of  the  several  States  and  culled 
the  information  I  needed.  It  is  presented  herewith,  showing  the  cap- 
ital, surplus,  and  national-bank  note  issue,  the  population  (1890),  and 
the  electoral  vote  of  each  State,  as  follows : 

Tablb  a.  Status  of  the  national  hanks  as  of  May  7, 1896,  as  regards  capital,  surplus, 

and  notes  issued, 

[Expressed  in  tlioasaxids — three  ciphers  dropped.] 


States. 


Maine 

Kew  Hampshire. 

Vermont 

Massachusetts. . . 

Rhode  Island 

Connecticat 


New  England  (6) 


New  York.... 
Kew  Jersey... 
Pennsylvania. 

Delaware 

Maryland 

Ohio 

Indiana 

Illinois 

Michigan 

Wisconsin.... 


Northern  SUtes  (10). 
Total  Northeast  (16) . 


Virginia 

North  Carolina 
South  Carolina. 

Georgia 

Florida 

Alabama 

Mississippi 

Lonisiana 

Arkansas 


Sonihem  States  (9). 


West  Virginia 

Kentucky 

Tennessee 

Missouri 

Texas 

Kansas 

Undian  Territory 

Contiguous  Southern  States  (7) . 

Total  South  (16) 


Minnesota 

Iowa 

North  Dakota 

South  Dakota 

Nebraska 

Oklahoma 

Montana 

Wyoming 

Colorado 

New  Mexico 

Idaho 

Utah 

Arizona 

Washington 

Oregon 

Nevada 

California 

District  of  Columbia 


Western  States  (18) 
Orand  total  (50) .... 


Popula- 

Elect- 
oral 
vote. 

tion,  1890. 

662 

6 

376 

4 

832 

4 

2,239 

15 

346 

4 

746 

6 

4,700 

30 

—            1 

Capital. 


$11, 120 

5,800 

6,960 

95.400 

19,525 

22,390 


161, 215 


5,998 
1,445 
6,258 
168 
1,042 
3,672 
2,192 
8,826 
2,094 
1,687 


36 
10 
82 
3 
8 
23 
15 
24 
14 
12 


86,680 
14.890 
74,540 
2,184 
17.050 
45,550 
14,282 
39,145 
13, 159 
10, 470 


317, 410 


3.443 
13,085 

8.325 
17,695 
21, 210 

9,650 
460 


Surplus. 


$4,315 
1.905 
2,505 

39,500 
6,500 

10,600 


65,325 


83,600 

11,870 

52,350 

1,292 

8,030 

16, 510 

6,120 

21, 100 

5,262 

8,347 


Bank 

notes 

issued. 


$4,800 
3,400 
3,300 

29,800 
7,000 
7,900 


56,200 


Note* 

per 
capita. 


209,481 


478. 625       274, 80C 


4,  781  3, 488 

2, 726  1, 09C 

1, 848  1, 350 

8,571  1,910 

1, 350  584 

3, 405  1. 155 

855  505 

3, 700  3, 511 

1,220  351 

23,516  I      18,950 

^i,  121" 
4,415 
2,716 
4,559 
7,202 
2,061 
155 


101.710 


157, 910 


1,830 
700 
670 

1,000 
350 

1,030 
200 

1,000 
250 

7.030 


1.120 
4,400 
1,330 
2,700 
4.500 
2,270 
100 


73JB68 
97, 384 


22,229 


36, 179 


14,850 

13, 495 

1,885 

1,935 

11,075 

200 

4,165 

860 

5,487 

600 

675 

1,900 

400 

4,770 

3,270 

82 

7,625 

2,827 


652,000 


4,341 

4,459 

602 

492 

2,243 

43 

1.579 

177 

2,434 

195 

400 

815 

147 

1.299 

1,388 

28 

3.502 

1,871 


26, 015 


337,000 


16,420 


23,450 

1,  730 

8.675 
450 
480 

2,275 

45 

650 

210 

1,100 
270 
150 
460 
79 
928 
600 
18 

1,420 
900 


15,600 


197,000 


$7.25 
5.06 
9.94 
13.31 
20.29 
10.59 


11.95 


50,750 

5.13 

5,000 

8.4« 

27,000 

5.13 

700 

4.16 

4,350 

4.18 

15,800 

4.30 

4,675 

2.13 

6,550 

1.71 

4,250 

2.03 

2,035 

1.56 

3.71 


4.92 


1.10 
.43 
.68 
.54 
.09 
.68 
.16 
.90 
.22 


.60 


1.47 
2.37 
.75 
l.Ot 
2.01 
1.60 


1.53 


1.04 


1.33 
1.92 
2.46 
1.46 
2.15 

.72 
4.92 
3.44 
2.67 
1.75 
1.78 
2.21 
1.31 
2.65 
2.55 

.89 
1.18 
3.60 


1.92 


3.14 
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To  present  this  paper  is  to  demand  currency  reform. 

The  grouping  of  the  States  is  convenient  for  reference.  Observe  that 
Massachusetts  has  $29,800,000  notes  and  Mississippi  $200,000,  and  the 
22  Bryan  States  (see  Statement  B),  with  ten  times  the  population,  have 
$5,000,000  less  notes  than  Massachusetts.  Ehode  Island  with  325,000 
people  has  $7,000,000  notes,  the  same  number  as  the  nine  Southern 
States  with  nearly  12,000,000  inhabitants,  a  per  capita  of  $20.29  in  the 
first  instance  and  60  cents  in  the  last,  and  so  on. 

WHAT   THE   SOUTH  DEMANDS. 

Fig^es  may  be  given  that  do  not  ask  but  demand  relief  from  the 
present  currency  system.  It  does  not  suit  a  majority  of  the  people,  and 
as  far  as  the  South  is  concerned  we  stand  for  repeal,  not  of  the  national- 
bank  act  that  is  so  satisfactory  to  some  parts  of  the  country,  but  the 
repeal  of  the  act  that  gives  it  a  monopoly  to  our  great  detriment. 


Table  B. — Population,  electoral  vote,  and  status  of  national  hanks  in  the  States  that 
voted  for  Bryan,  as  of  May  7,  1896,  as  regards  capital,  surplus,  and  notes  issued. 


States. 


Alabama 

Arkansas 

Colorado 

Florida 

Georgia 

Idaho 

Kansas 

Louisiana 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada... 

Korth  Carolina. 
Sonth  Carolina. 
South  Dakota.. 

Tennessee 

Texas 

Utah 

Virginia 

Washington... 

Wyoming 

Kentucky 


Total  Bryan  States  (22) 

Other  States  (24) 

Territories  (4) 


Grand  total  (50). 


Popula- 
tion, 1890. 


1,513 
1,128 

412 

391 
1,837 
84 
1.427 
1,119 
1.290 
2,679 

132 

1,050 

40 

1,618 

1,151 

329 
1,768 
2,236 

208 
1,656 

350 
61 


22,494 

89,630 

526 


62,650 


Elect, 
oral 
vote. 


11 
8 
4 
4 

13 
3 

10 
8 
9 

17 
3 
8 
3 

11 
9 
4 

12 

15 
3 

12 
4 
3 
1 


175 
272 


447 


Capital. 

Surplus. 

$3,405 

$1, 165 

1,220 

351 

6,487 

2,434 

1,350 

584 

3,571 

1,910 

675 

400 

9,650 

2.061 

3,700 

3,511 

855 

505 

17, 695 

4,559 

4.155 

1,579 

11,075 

2,243 

82 

28 

2,726 

1.096 

1,848 

1,350 

1,935 

492 

8.325 

2,716 

21, 210 

7,202 

1,900 

815 

4,781 

3,488 

4,770 

1,299 

860 

179 

111,275 

536,  098 

4,027 


Notes 
issued. 


$1,030 
250 

1,100 
350 

1,000 
150 

2,270 

1,000 
200 

2,700 
650 

2,275 

18 

700 

070 

480 

1,330 

4,500 
460 

1,830 
928 
210 


Notes 

per 

capita. 


39,955 

294, 780 

2.256 


652, 000       337, 000 


24,101 

171, 605 

1.204 


197,000 


$0.68 

.22 

2.67 

.89 

.64 

1.78 

1.6U 

.90 

.16 

1.01 

4.92 

2.15 

.39 

.43 

.58 

1.46 

.75 

2.01 

2.21 

1.10 

2.65 

8.44 


1.07 
4.38 
2.46 


3.14 


Note.— Population,  capital,  surplus,  and  notes  expressed  iu  thousands— that  is,  three  ciphers 
dropped. 
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My  interest  in  the  currency  question  has  not  been  superficial.  It  haa 
long  been  my  habit  to  scrutinize  the  Comptroller's  reports,  always  to 
find  the  system  unsatisfactory  and  demanding  some  reform.  I  give 
now  the  report  of  November  10  of  the  condition  of  the  banks  on  Octo- 
ber 6,  1896 : 

Treasury  Dkpartmtknt, 
Office  of  Comptroller  of  the  Currency, 

Washing  ton  f  J).  C,  Xovember  JO,  1896. 

Table  C. — Abstract  of  reports  made  to  ike  Comptroller  of  the  Currency ^  showing  the  coji- 
dition  of  the  8^676  national  hanks  in  th«  United  States  at  the  close  of  business  Tuesday, 
October  6,  1890. 

BBSOCBCBS. 

Loans  And  dlsoonntfl ••••••  •••••n.. $1,876,591,716.30 

Overdrafts 16,677.123.01 

Uoited  States  bonds  to  secnre  circniation 237,291,650.00 

United  States  honds  to  secure  United  States  deposits 15, 793, 000. 00 

United  States  bonds  on  hand 9,3i2,500.00 

Premiums  on  United  States  bonds 17,620,994.81 

Stocks,  securities,  etc 188,995,352.93 

Banking  house,  furniture,  and  fixtures 78, 046, 817. 28 

Keal  estate  and  mortgages  owned 27, 403, 1 15. 46 

Due  from  national  banks  (not  reserve  agents) 111,830,935.50 

Due  from  State  banks  and  bankers 29,583,299.70 

Due  from  approved  reserve  agen ts -  190, 077, 533. 04 

Checks  and  other  cash  items 18,913,129.68 

Exchanges  for  clearing  house 76, 760, 416. 77 

Bills  of  other  national  banks 18,055,536.00 

Fractional  paper  currency,  n Ickels,  and  cents 90S,  836i  38 

Lawful  money  reserve  in  banks,  viz : 

Gold  coin $114,921,270.01 

Treasury  certificates 19,706,620.00 

Clearing-house  certificates 26,098,000.00 

SUver  dollars 6,721,871.00 

Treasury  certificates 28,057,695.00 

Fractional  coin 5,305,176.46 

Total  specie 200,808.632.47 

Legal-tender  notes ! 110,494,730.00 

United  States  certificates  of  deposit  for  legal-tender  notes 31, 840, 000. 00 

343,143,862.47 

5  per  cent  redemption  fund  with  Treasurer 10,<373, 622. 18 

Duefrom  United  States  T^asurer 1.209,333.32 

Total 3,263,685,313.83 

LIABILITIBS. 

Capital  stock  paid  in $648,540,325.00 

Surplus  fund 247,600,074.96 

UnUlvide<l  profits  (less  expenses  and  taxes  paid) 88.652,759.74 

National-banknotes  issued $212,962,850.00 

Less  amount  on  hand 3, 018, 830. 50 

Amount  outstanding 209,944,010.50 

State-bsink  notes  outstanding 60,393.50 

Due  to  other  national  banks 260,043,386.73 

Due  to  State  banks  and  bankers 146,058,794.35 

Dividends  unpaid 1,665,571.90 

Individual  deposits 1,597,891,058.73 

United  States  deposits 11,091,241.86 

Depottitsof  United  States  disbursing  ofiicers 4,080,236.63 

Notcnand  bills  rediscountod 14,881,060.90 

Bills  payable 20,431,426.62 

Liabilities  other  than  those  above  stated 3,654.963.41 

Total 3,263,685,313.83 

Inasmucli  as  the  banks  can  have  but  two  resources — the  input  of  the 
stockholders  in  the  shape  of  capital  (and  surplus)  and  the  input  of 
the  depositors — I  restate  the  report,  eliminating  all  cross  entries, 
rediscounts,  loans  of  banks  to  each  other,  exchanges  for  the  clearing 
house,  which  should  be  charged  against  deposits,  etc.,  and,  most 
important  of  all,  the  account  of  the  Government  with  the  banks,  i.  e., 
the  Government  bonds  held  by  the  banks,  the  premium,  redemption, 
and  reserve  fund  on  the  one  hand,  and  the  national-bank  notes  and 
Government  deposits  on  the  other.    From  it  we  see  that,  far  from 
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gnpplementing  them,  there  is  a  heavy  drain  upon  the  resources  of  the 
banks,  demonstrating  that  as  the  note  issue  increases  the  available 
assets  diminish. 

Table  D. — Restatement  of  Comptroller's  report  ehotoing  aiatua  of  the  national  hanks  as 

of  October  C,  1896, 


MONEY  INPUT. 


Stookbolden : 

Capital 

Snrplns 

Undivided  profits. 


Depositors : 

Individnal  depositors. 
Dividends  unpaid 


Less  check  and  cash  items 

Less  clearing  house  exchanges . 


Due  to  national  banks 

Due  to  state  banks  and  bankers . 

Due  from  national  banks 

Dae  from  state  banks  and  bank- 


$1,597,801,058.73 
1,665,571.90 


ers. 


Dae  Arom  reserve  agents. 


Total  liabilities. 


INVBSTlfSNT. 

Advances  to  the  public: 
Loans  Mid  discount. 
Overdrafts 


Less  rediscounts 

Less  bills  payable 

Less  other  liabilities. 


Government  investment : 

U.  S.  bonds  to  secure  circula- 
tion  

17.  S.  bonds  to  secure  Govern- 
ment deposits 

U.  S.  bonds  on  hand 

Premium  on  U.  S.  bonds 


Fractional  currency 

Five  uer  cent  redemption  ftind 
Due  irom  U.  S.  Treasurer 


LESS— 

Xational-bank  notes. 
Less  notes  on  hand.. 


State-banknotes 

U.  S.  deposits 

T7.  S.  disbursing  officers'  de- 
posits  


Stocks  and  bonds. 

Bank  house 

Real  estate 


Money 

Total  resources. 


13,913,129.68 
76,760,416.77 


260,043,380.73 
146,058,794.35 


111,830,935.50 

29, 583. 299. 70 
190.  077, 533. 04 


237,291,650.00 

15.793,000.00 

0, 342,  500, 00 

17,629,904.81 


066, 835. 38 

10. 373,  622. 18 

1,209,333.32 


209,944,019.50 
18, 055, 536. 00 


$247.  690. 074. 96 
88, 652, 759. 74 


1, 599, 556, 0.30. 63 


90,673,546.45 


$648, 540, 325. 00 


336, 342, 834. 70 


415,102,181.08 


331,491,768.24 


1, 876, 591, 716. 30 
18, 677, 123. 01 


14,881,060.90 

20, 431, 426.  tf2 

3,654,963.41 


280, 057, 144. 81 


12,549,790.88 


11,091,241,86 
4, 080, 236. 63 


191,888,483.50 
60, 893.  ."iO 

15,171,478.49 


1,508,888.084.18 


83,010,412.84 


1,893,268,839.31 


38, 967, 450. 93 


292,606,935.69 


207,120,355.49 


78, 046, 817. 28 
27,403,155.46 


$984,883,159.70 


1,502.493,497.02 


2, 577, 376, 656. 72 


1,854.301,388.38 


85,486,580.20 
188, 995,  352. 03 


105,449,972.74 
343,143,382.47 


2,577,376,656.72 


Xow  the  restatement  will  bear  close  study.    In  the  first  place,  the 
national-bank  note  issue,  $210,000,000,  just  reaches  $3  per  capita,  an 
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amount  that  is  insignificant  when  the  business  interests  of  the  country^ 
are  considered;  The  issue  simply  prohibits  currency  facilities — ^it  does 
not  provide  them.  The  total  capitaUzation,  $648,000,000,  less  than  $10 
per  capita,  shows  that  the  system  is  not  in  very  general  use  by  the 
people.  This,  however,  can  be  easily  explained,  for  the  restrictions 
,  and  taxes  and  reserves,  and  what  not,  however  readily  assented  to 
when  the  Government  bonds  were  low  and  their  rate  of  interest  high, 
are  now,  under  changed  conditions,  most  onerous,  and,  ind^d,  as  a 
recent  report  of  the  Comptroller  shows,  very  nearly  destroy  the  profit 
of  issuing  currency. 

VOLUME   OF  BANKING  BUSINESS. 

The  fact  that  the  deposits  fall  short  of  doubling  the  capital  and  sur- 
plus proves  the  enormous  business  that  is  done  by  upward  of  9,000 
State  and  savings  banks,  reaching  a  volume  that  is  not  generally  rec- 
ognized. And  these  institutions  stand  ready  to  expand  in  usefulness 
to  the  people  as  soon  as  the  unjust  discrimination  against  them  is 
removed.  The  Government  itself,  from  a  financial  point  of  view,  has 
not  the  power  for  good  that  these  debarred  institutions  possess.  Much 
would  be  gained  if  the  fact  was  realized  that  the  national  bank  has 
outlived  its  period  of  special  usefulness — its  service  to  the  Government 
that  justified  monopoly  or  gave  color  of  reason  for  its  existence.  This 
for  the  liabilities. 

As  to  the  resources,  the  first  thing  to  note  is  that  the  loans,  $1,854,- 
000,000  only  exceed  the  deposits  by  $262,000,000;  in  other  words,  the 
depositors  furnish  86  per  cent  of  the  loanable  funds,  proving  the  banks 
to  give  but  limited  facilities  to  trade,  the  investments  in  stocks  and 
bonds  $189,000,000  and  banking  house  and  real  estate,  $105,000,000, 
representing  together  a  larger  proportion  of  the  capital  than  is  used  in 
discounting. 

The  most  important  consideration  is  the  Government  account.  It 
should  end  forever  all  adherence  to  the  national-bank  currency.  It 
proves  that  the  issue  of  $210,000,000  of  notes  means  an  investment  of 
$237,000,000  in  Government  bonds,  without  counting  premium,  an 
encroachment  of  $27,000,000  upon  the  loanable  funds  of  the  banks. 

NATIONAL-BANK  SYSTEM  A  MONOPOLY. 

The  lawful  money  reserve  represents  over  50  per  cent  of  the  capital; 
hence  high  rates  to  borrowers.  But  I  repeat,  while  the  people  who 
like  the  system  should  have  it,  the  monoi)oly  must  be  destroyed  if  dan- 
ger is  to  be  averted. 

The  inadequacy  of  the  national-banking  system  to  meet  a  crisis  is 
seen  by  a  comparison  of  the  Comptroller's  statement,  issued  August 
18,  of  the  condition  of  the  banks  on  July  14,  1896,  with  that  issued 
November  10,  of  their  condition  on  October  6, 1896.  Kow,  the  i)eriod 
between  July  14  and  October  6  was  one  of  great  pressure,  when  all 
resources  should  have  been  at  command.  The  distrust  that  prevailed 
was  general,  not  special.  The  bank  called  the  loan,  not  from  fear  of  the 
insolvency  of  the  customer,  but  to  streng-then  itself,  and  the  customei 
responded  at  any  sacrifice,  recognizing  that  the  bank  must  be  protected. 
There  could  come  no  relief.  There  was  no  elasticity  in  the  face  of  the 
fact  that  90  per  cent  of  the  liquidation  was  between  solvent  interests. 
Thus,  with  the  customers  dependent  and  the  bank  powerless,  what 
wonder  is  it  that  many  people  turned  to  the  Government  for  relief. 
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The  fatal  error  was  in  the  nature  of  the  demand.  Instead  of  asking 
the  Government  to  take  further  action  in  supplying  the  currency,  they 
should  have  insisted  that  its  interference  in  banking  and  private  affairs 
cease. 

But  as  to  the  national-bank  system,  the  comparison  speaks  for  itself: 

Table  £. — Comparison  of  the  Comptroller's  condensed  balance  sheet  of  the  national  hanks, 

issued  August  18  and  November  10,  1896, 


July  14,1896. 


Oct.  0,1896. 


lucrease. 


Capital 

Surplus , 

Deposits 

Bauk  notes  issued 


$651, 144, 855. 00 

331,851,032.39 

1, 686, 920, 628. 96 

199, 214.  049. 50 


Total  liabilities 2. 869, 131, 165. 85 


Loans  and  discounts i  1,941.069,010.61 


Bonds  to  secure  notes. 
Government  iuTestment 

Stoclcs  and  bonds 

Banking  house  and  real  estate. 


227,213.650.00 

60, 922,  775. 47 

190,262,918.13 

105. 440, 072.  Ki 


Money '      344.213.739.11 


$648. 540. 325. 00 

336,342.834.70 
1,  592, 493, 407. 02 

$4,49i,'202.3i 

209.944,019.50 

10,729.970.00 

2. 787, 320, 676. 22 

1,854,301,388.38 

237,291,650.00 
58, 138, 949. 70 

10,078.000.00 

188, 995. 352.  P3 

105.449,972.74 
343. 143. 362. 47 

900.11 

Decrease. 

$2,604,530.00 
'94,"427,"i3L94 


Total  resources j  2,860,131,165.85     2,787,320,676.22 


>••«••! 


81, 810, 489. 63 


86,  767, 622. 13 


2, 783, 825. 79 
1.267,565.20 


1, 070, 376. 64 


81,810,489.63 


1  should  perhaps  do  well  to  close  my  argument  by  drawing  attention 
to  the  fact  that  the  increase  of  10  millions  in  national-bank  notes  was 
offset  by  an  increase  of  10  millions  in  the  holding  of  Government  bonds — 
more  than  oflFaet,  for  the  premium  is  not  taken  into  account.  Here  is 
a  sheer  loss  of  loanable  funds ;  but  you  will  note  further  that  except 
$900  in  real  estate  the  only  other  increase  is  in  surplus,  which  simply 
represents  the  discount  and  interest  accrued  for  the  January  dividends. 
The  whole  statement  tells  the  story  of  contraction  and  pressure  upon 
the  x)eople. 

The  capital  account  was  reduced  $2,604,300,  and  it  is  interesting  to 
note  that  if  the  Government  had  closed  its  account  with  the  banks  it 
would  have  provided  all  the  money  needed,  and  there  would  have  been 
no  contraction  of  lo^s,  while  to  meet  the  $94,427,000  withdrawals  or 
shrinkage  of  dei)Osira  loans  were  reduced  $86,768,000,  putting  an  aver- 
age drain  of  over  one  million  dollars  per  day  upon  business  interests, 
no  less  distressing  because  it  was  unavoidable,  the  banks  not  being 
able  to  help  themselves. 


FINANCIAL  RESTFULNESS  UNKNOVTN. 

Plainly  there  should  be  granted  to  business  all  relief  i)ossible  short 
of  reckless  inflation,  but  between  no  inflation  and  reckless  inflation  lies 
financial  restfulness,  unhappily  now  unknown.  I  say  the  $100,000,000 
gold  reserve  will  ever  figure  as  the  Black  Douglas  of  the  financial  his- 
tory of  the  United  States.  Its  naming  since  1893  has  been  a  sword  of 
Damocles  suspended  over  everv  business  man  in  the  country.  I  am,  in 
some  sort,  a  centurion  myself,  saying  "come"  and  "go"  to  many 
employees,  but  to  the  "  gold  reserve"  I  had  to  bow  down.  There  was 
no  room  to  take  thought  about  the  management  of  affairs.  Yet  it  did 
some  good.  It  sho w^  the  people  what  Government  interference  in  pri- 
vate affairs  means,  and  gave  a  much  needed  warning. 

I  can  hope  to  tell  this  august  gathering  little  that  is  new.  I  content 
myself  with  giving  the  status  of  the  Bichmond^  Ya.,  banks,  comparing 
the  years  1895  and  1896. 
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Table  F. — Comparative  statement  of  condition  of  hanke  of  Bichmondf  Va,' 


Capital 

Surplus 

DODOAi  tH 

Rediscoants 

Bank  notes  issued 

Total  liabUiUes 

Loons  and  disooants 

Bonds  to  secure  notes 

Govemnienb  investment 

Stocks  and  bonds 

Banking  house  and  real  estate 
Money 

Total  resources 


Dec.  13, 1896. 


$3,144,760.00 

2,442,486.03 

8,114,504.04 

694,028.33 

619,240.00 


16,016,008.40 


11,946,324.06 
900, 000. 00 
186,880.76 
848,771.61 
430,806.97 
702,226.02 


15,016,006.40 


Dec.17,1896.        Increase. 


$3,168,056.88 

2,449,452.86 

7,617,446.40 

43,250.00 

701,040.00 


$23, 306. 88 
0,966.82 


81, 800. 00 


13,979,245.13 


10,734,696.40 
1,000,000.00 
220,850.26 
833, 707. 33 
641,717.01 
548,274.13 


100,000.<«0 
33,909.51 


13,979,245.18 


210,911.04 


Decrease. 


$497,057.04 

660,778.33 


1,035,763.27 


1,211, 027.  & 


15,064.28 
i53.'95i.'88 


1,035,703.27 


I  present  it  only  to  show  that  the  increase  of  $82,000  in  national-bank 
notes  in  1896  involved  an  increase  of  $100,000  in  Oovernment  bonds,  a 
distinct  loss  in  loanable  funds,  whereas  the  rediscounts  in  1895  of 
$700,000  in  New  York  swelled  the  loans  proportionately,  with  imme- 
diate and  good  effect.  The  banks  brought  money  to  our  community 
by  using  their  credit,  and  their  credit  should  be  wholly  emancipated. 
It  is,  to  my  mind,  absurd  that  banks  having  the  credit  to  float  $8,000,000 
in  the  issue  of  pass  books  to  depositors,  should  not  be  trusted  to  issue 
the  notes  that  Eichmond's  business  necessity  demands;  that  they 
would  issue  them,  the  high  prohibitory  tax  of  10  per  cent  proves,  and 
it  must  be  repealed. 

CRITICISM  OF  MR.  CLEVELAND. 

I  have  always  criticised  Mr.  Cleveland  for  calling  Congress  together 
to  repeal  the  silver-purchasing  act,  and  then  offering  nothing  in  sub- 
stitution, and  especially  as  the  Democratic  platform  recommended  the 
abolition  of  the  10  per  cent  bank  tax;  and  since  I  am  dissatisfied  with 
the  national-bank  currency,  I  must  offer  something  instead. 

ESTABLISH  STATE  BANKS  OP  ISSUE. 

I  maintain  first,  on  the  principle  of  ^^  the  way  to  resume  is  to  resume," 
that  the  way  to  get  rid  of  the  10  per  cent  tax  is  to  repeal  it,  and  then 
our  finances  will  be  easy  to  solve  in  the  establishment  of  State  banks 
of  issue  with  such  safeguards  as  the  good  sense  of  the  people  may 
devise. 

Recurring  to  the  condition  of  the  national  banks  on  October  6, 1896, 
we  find  they  have  $343,000,000  of  lawful  money,  and  this  could  easily  be 
increased  to  $500,000,000,  without  disturbing  loans,  by  encroaching  on 
the  investments  in  (lovernment  bonds  ($85,000,000)  and  other  securities 
($189,000,000),  and  possibly  banking-house  and  realestate($105,000,000). 
With  this  $500,000,000  as  a  reserve  fund,  gold  or  its  equivalent,  I  would 
authorize  the  issue  of  three  for  one,  or  $1,500,000,000  of  notes,  making 
a  loanable  fund  equal  to  $20  per  capita  that  could  be  increased  or 
diminished  as  demands  of  business  require  it.  The  reserve  fund  could 
be  either  gold,  silver,  or  Oovernment  notes. 

FIRST  PURPOSE  OF  BANKS  TO  ISSUE  CURRENCY. 

Now,  the  first  purpose  of  these  banks  should  be  to  furnish  the  commu- 
nity with  currency,  the  receiving  of  deposits  being  incidental.    Indeed, 
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save  for  daily  trausactions  of  depositing  collections  and  checking  against 
them  for  current  demands,  the  accumulation  of  funds  at  interest  should 
be  in  savings  banks.  These,  being  run  at  small  expense,  can  afford  to 
pay  such  high  rates  to  depositors  as  to  induce  a  general  saving  and 
create  great  reservoirs  of  money.  As  much  as  possible,  paying  interest 
on  balances  should  be  avoided  in  banks  of  discount  and  deposit,  and, 
^       I  may  say,  of  circulation. 

CIRCULATION   A  FIBST  LIEN  UPON  ASSETS. 

As  stated,  the  bank  should  be  primarily  one  for  circulation,  and  the 
circulation  should  be  a  prior  lien  upon  all  the  assets  of  the  bank.  A 
redemption  agency  for  Virginia  notes  should  be  at  Eichmond,  tor  North 
Carolina  notes  at  Baleigh,  and  so  on,  all  details  being  carefully  worked 
out. 

The  banks  show  on  October  6, 1896,  $2,577,000,000  of  resources.  This 
I  would  swell  to  $4,077,000,000  with  assets  derived  from  the  issue  of 
$1,500,000,000  of  notes,  the  notes  representing  not  quite  40  per  cent  of 
the  assets. 

The  bank  statement  would  then  be: 

Capital  and  surplus $985, 000, 000 

Banknotes 1,500,000,000 

Individual  deposits 1,615,000,000 

Total  liabilities 4,100,000,000 

PKU  CONTRA. 

Loans  and  discounts 3,000,000,000 

_/  Reserve  fund 500,000,000 

Current  fund 850,000,000 

Stocks  and  bonds 250,000,000 

Total  resources 4,100,000,000 

But  this  statement  falls  far  short  of  what  an  abstract  of  all  the  money 
institutions  of  the  country  would  show,  as  we  see  from  the  Comptrol- 
ler's report  of  1896  that,  besides  the  3,676  national  banks,  there  are 
upward  of  9,000  other  establishments,  and  altliough  only  5,780  of 
them  reported  to  tlie  OomptroUer,  they  have  a  capital  and  surplus  of 
$765,000,000,  and  some  $3,200,000,000  of  deposits,  or  double  the  deposits 
of  the  national  banks. 

In  order  to  impress  the  insignificance  of  the  demand  for  actual  cur- 
rency as  compared  with  the  combined  assets  of  the  9,459  reporting 
national  and  State  money  institutions  which  could  avail  themselves  of 
a  proper  law,  I  present  it-  in  the  form  of  a  statement : 

Capital  and  surplus , $1, 750, 000, 000 

Individual  deposits 4, 900,  000, 000 

Banknotes 1,500,000,000 

Total  liabilities 8,150,000,000 

PER  CONTRA. 

Resources 8,150,000,000 

Now,  there  is  little  likelihood  that  the  bank  notes  would  reach  so 
large  a  sum  as  given  above,  but  the  amount  given  is  not  20  per  cent  of 
the  assets,  which  is  nothing  in  comparison  to  the  90  per  cent  the  Gov- 
ernment allows  issued  upon  its  bonds.  But  the  most  startling  thing 
in  reviewing  a  statement  involving  $8,150,000,000  of  assets,  which  would 
be  increased  to  $9,000^000,000  if  all  had  reported  to  the  Comptroller,  is 


528  FINANCIAL  AND  BANKING  SITUATION. 

to  consider  in  connection  with  it  the  "  $100,000,000  of  gold  reaerve,"  say 
1  per  cent  of  the  banking  assets,  so  insignificant  in  proportion,  and  yet 
paralyzing  everything. 

It  is  an  insalt  to  the  intelligence  of  the  business  men  of  the  country, 
and  those  who  would  perpetuate  its  sway  will  rue  it;  but  they  are  hard 
to  move,  for  in  a  recent  conversation  with  your  Mr.  Fowler,  I  asked 
him  if  it  was  not  the  fact  that  in  pressing  his  view  or  discussing  the  ^ 

currency  question  he  had  found  aa  great  a  disregard  of  the  first  prin- 
ciples and  ethics  of  money  in  the  most  luxurious  bank  parlor  as  between 
the  plow  handles — the  repudiating  theories  of  the  latter  equaled  by  the 
confiscating  methods  of  the  former — and  he  said  that  he  had. 

ASSETS  THE   SECURITY,  NOT   BONDS. 

And  only  on  Saturday  last,  in  discussing  the  question  with  the  Hon. 
Charles  S.  Fairchild,  ex-Secretary  of  the  Treasury,  I  asked  him  the 
same  question,  and  he  answered  by  a  statement  of  the  fact  that  in  a 
recent  meeting  of  his  division  of  the  banking  association  of  the  State 
of  New  York  he  bad  to  combat  the  fixed  belief  in  many  that  the  secur- 
ity of  Government  bonds  was  absolutely  an  essential  in  currency,  and 
that  he  presented,  as  I  considered,  a  very  strong  view  of  this  question. 

He  said  to  them  the  (lovernment  bond  was  nothing  without  the  assets 
of  the  bank;  that  on  the  higher  plane  of  business  and  finance  it  must 
be  recognized  that  upon  the  assets  of  the  banks  and  their  manipulation 
rested  the  revenues  of  the  Government  that  furnished  the  money  to  pay 
the  interest  on  the  bond  that  gave  it  value;  that  the  assets  of  the  bank 
was  our  society,  and  if  they  were  worthless  the  bond  was  worthless. 
He  denied  that  the  intermediary  of  the  bond  between  the  assets  and 
the  notes  was  necessary.  His  evident  wish  was  to  destroy  the  bond 
fetish  that  makes  those  who  embrace  it  consider  all  who  do  not '^dis- 
loyal." My  deduction  was  that  Mr.  Fairchild  agreed  with  Mr.  Fowler 
and  with  me  that  financial  education  in  high  places  is  not  amiss. 

LOSS  AND  DISTRESS   TO   THE   SOUTH. 

And  now  to  conclude,  it  is  my  judgment  that  the  10  per  cent  bank 
tax  has  brought  greater  loss  and  distress  to  the  South  than  the  desola- 
tion of  the  war. 

Mr.  Johnson.  You  can  see  that  the  national-bank  system  has  fur- 
nished us  a  Safe  and  uniform  currency;  and  you  regard  that  as  admira- 
ble and  indispensable  for  good  currency? 

Mr.  Trigg.  We  must  have  good  currency,  by  all  means. 

The  Chairman.  Will  you  repeat  what  you  said  about  the  efieci;  of 
the  10  per  cent  tax? 

Mr.  Trigg.  I  maintain  that  the  10  per  cent  bank  tax  has  brought 
greater  loss  and  distress  to  the  South  than  the  desolation  of  the  war. 

Mr.  Johnson.  Your  complaint  is  that  the  national-bank  system  does 
not  distribute  the  currency  throughout  the  country  at  low  rates  of 
interest,  isn't  it? 

Mr.  Tbigg.  It  does  not  afford  the  South  any  currency  at  all,  you 
may  say. 

Mr.  Johnson.  You  suggest  as  a  remedy  to  repeal  the  10  per  cent 
tax  on  State  banks,  so  you  can  revive  the  State  banking  system? 

Mr.  Trigg.  Yes,  practically;  but  my  principal  object  was  to  say  the 
present  condition  is  not  satisfactory 
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Mr.  Johnson.  Your  people  would  accept  with  alacrity  and  satisfac- 
tion, would  they  not,  such  a  revision  of  the  national-bank  system  as 
would  overcome  these  objections! 

Mr.  TBiaa.  Yes,  sir.    We  have  no  objection  to  that 

Mr.  Johnson.  And  you  are  not  contending  so  mucli  for  State  bank- 
ing as  you  are  for  relief  by  some  properly  devised  system.   Am  I  right! 

Mr.  Teigg.  Yes,  sir.    Let  me  say 

The  Chaibman.  The  only  relief,  you  say,  is  to  repeal  the  10  per 
cent  tax. 

Mr.  Tbigg.  Yes,  sir,  in  my  judgment^  with  or  without  qualification. 

Mr.  Johnson.  And  you  would  just  as  lief  have  that  relief  from  a 
national  authority  as  State  authority! 

Mr.  Tbigg.  Oh,  yes;  we  do  not  care  where  we  get  it! 

Mr.  Bbosius.  So  you  get  enough  of  it. 

Mr.  Tbigg.  And  we  want  it  to  be  good.  I  was  going  to  cite  an 
experience. 

Mr.  Cox.  Right  there,  Mr.  Trigg 

A  BAILBOAD  TICKET  CUBBBNCY. 

Mr.  Tbigg.  I  wish  to  say  this,  Mr.  Cox.  Going  to  South  Carolina  in 
1873  to  collect  some  $3,000  due  the  Kichmoiid  and  Danville  Railroad 
by  the  Charlotte,  Columbia  and  Augusta  Railroad,  I  found  the  people 
along  the  line  of  the  road  *' fattening  and  battening"  on  what  they 
called  a  ^-fare  ticket."  It  looked  exactly  like  a  greenback  and  read, 
^^The  bearer  of  this  is  entitled  to  ride  20  miles  over  tlie  Charlotte, 
Columbia  and  Augusta  Railroad"  and  *^Qood  for  $1  in  payment  of 
freights  and  fares  to  the  company,"  and  was  signed  by  the  president. 

I^ow,  as  crude  as  this  was,  it  was  the  best  the  people  had,  and  they 
were  making  and  marketing  their  crops  with  it,  and  a  suit  firom  the 
Government  under  the  10  per  cent  tax  law  only  stopped  it.  From  that 
day  to  this  the  people  have  had  nothing  but  silver  offered  them,  and  it 
is  no  wonder  that  they  espouse  it. 

Mr.  Hill.  But  a  judgment  day  would  come  after  awhile. 

Mr.  Tbigg.  Possibly.    I  am  speaking  of  the  extremity  of  the  people. 

Mr.  Bbosius.  You  mean  to  illustrate  the  necessity  for  money  in  that 
country. 

Mr.  Tbigg.  Yes;  the  South  Carolinians  would  in  time,  and  in  a  very 
short  time,  have  substituted  something  much  better  for  the  '^fare 
ticket,"  had  they  been  permitted  to  do  so.  I  carried  one  of  those  notes 
home — two,  in  fact,  a  one  dollar  and  a  five-dollar  note — to  show  Col- 
onel Buford,  who  was  president  of  the  Richmond  and  Danville  Rail- 
road, thinking  to  use  them  ourselves;  but  he  said,  ^^Tbe  Government 
will  not  allow  that;  they  will  jump  on  them  for  a  10  per  cent  tax." 
And  sure  enough  they  did;  they  made  the  Charlotte  and  Augusta 
Railroad  perspire  on  account  of  putting  this  money  out,  and  they  have 
never  had  any  money  to  speak  of  in  South  Carolina  since. 

AMOUNT  OP   CUBBENCY  NEEDED  IN  RICHMOND. 

Mr.  FowLEB.  I  want  to  ask  a  question  in  line  with  what  Mr.  Johnson 
said,  and  it  is  this,  Will  you  tell  me  how  much  bank  capital  there  is  in 
Richmond! 

Mr.  Tbigg.  I  think  not  as  much  as  before  the  war.  Suppose  you 
make  it  $5,000,000,  capital  and  surplus. 

CUB 34 
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Mr.  FoWLEB.  How  much  money,  assuming  that  all  the  rest  of  the 
State  was  supplied  in  the  same  way — how  much  money,  currently 
issued  in  Eichmoud,  if  you  have  a  capital  of  $5,000,000,  do  you  think 
would  supply  your  need  f 

Mr.  Trigo.  I  think  if  we  had  $1,000,000  of  currency  in  that  vicinity 
it  would  make  us  blossom  like  the  rose. 

Mr.  Fowler.  So  that  20  per  cent  of  your  capital  would  virtually 
supply  your  local  needst 

Mr.  Trigg.  Oh,  yes,  and  all  the  country.  You  understand  that  is  ia 
the  Eichmoud  neighborhood ;  I  will  tell  you  what  I  mean  about  that. 

The  Chairman.  That  is  what  I  wanted  you  to  do. 

Mr.  Trigg.  I  maintained  in  some  other  papers — I  hunted  up  every- 
thing when  I  found  I  was  coming  here,  and  you  can  understand  my 
consideration  for  you,  gentlemen,  in  withholding  some  of  them — that,  <^ 
course,  agriculturists  need  more  money  than  others. 

Mr.  Fowler.  Do  you  understand  the  question?  I  said  if  every 
other  part  of  the  State,  through  its  banks,  gave  to  the  different  com- 
munities the  same  proportion  of  currency  as  Eichmond  itself  was  giving 
to  its  own  people — you  have  $5,000,01)0 — would  50  per  cent  of  that 
banking  capital  furnish  you  ample  means  for  transacting  your  business! 

Mr.  Trigg.  Oh,  I  should  think  so. 

effect  of  repeal  on  the  silver  question. 

Mr.  Cox.  I  want  to  go  back  to  another  subject.  I  am  with  you  on 
the  10  per  cent  repeal,  understand. 

Mr.  Trigg.  You  are  not  going  to  get  it  without  qualification. 

Mr.  Cox.  Let  me  draw  your  attention  now  to  a  question  I  have  in 
mind.  I  see  in  some  of  the  States,  from  your  statement  that  you  have 
made,  that  the  per  capita  circulation— for  instance,  take  Tennessee — 
runs  down  to  about  72  cents. 

Mr.  Trigg.  Seventy-five  cents. 

Mr.  Cox.  Yes.  Take  our  people  in  the  South.  Your  country  is  very 
much  like  mine.  It  has  the  same  class  of  people  in  business  and  all 
have  been  through  the  war.  If  we  were  to  repeal  the  10  per  cent  tax 
on  State  banks,  what  is  your  judgment  as  to  the  effect  it  would  have 
on  the  public  mind  in  the  South  in  regard  to  the  free  coinage  of  silver! 

Mr.  Trigg.  My  first  use  of  that  statement  was  to  send  it  to  a  New 
York  paper  and  say  that  I  did  not  believe  there  would  be  a  corporal's 
guard  of  silver  men  in  the  South  if  we  liad  currency  relief. 

Mr.  Fow^LER.  What,  in  your  judgment,  would  be  the  effect  on  the 
Southern  States  in  regard  to  their  views  on  the  silver  question  if  you 
repeal  the  10  per  cent  tax  on  State  banks  f  Would  it  not,  in  your  judg- 
ment, make  the  silver  sentiment  largely  die  outt 

Mr.  Trigg.  I  wish  to  say  that  when  I  first  prepared  this  statement 
showing  the  unequal  distribution  of -currency,  as  already  stated,  I  sent 
it  to  one  of  the  New  York  papers,  stating  that  I  believed  if  the  10  per 
cent  tax  was  repealed  there  would  not  be  a  corporal's  guard  of  silver 
men  in  the  South 

Mr.  Cox.  Now,  if  the  10  per  cent  ti-x  was  repealed  and  the  people 
knew  that  the  currency  would  be  good,  with  proper  limitations  on  it, 
would  not  that  afford  the  people  of  the  South  and  West  the  opportu- 
nity to  use  what  property  they  have  as  a  basis  for  banking? 

Mr.  Trigg.  It  would. 

Mr.  Cox.  Now,  then^  are  not  the  South  and  the  West  almost  entirely 
destitute  of  Government  bonds  and  things  of  that  sort  that  form  a 
basis  of  banking  now? 


^« 
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Mr.  Tbigg.  Yes,  sir. 

Mr.  Cox.  Now,  Mr.  Trigg,  the  troable  here  in  all  these  contentions 
is  about  the  differtot  legislatures  adopting  different  laws.  What  objec- 
tion would  you  have,  if  an}',  to  incorporate  in  an  act  of  Congress  the 
proper  limitation  to  put  upon  these  IState  banks! 

Mr.  Tbigg.  None. 

Mr,  Cox.  You  have  no  objection! 

NO  objection  to  a  qualified  bepbal. 

Mr.  Tbigg.  I  have  no  objection  to  having  a  qualified  repeal. 

Mr.  Oox.  Have  you  ever  put  yourself  to  the  trouble  to  investigate, 
say  for  any  period  of  six  months  or  three  months  or  any  time,  what 
was  the  amount  of  rediscounts  that  go  out  of  the  Southern  States  to 
New  York  for  the  purpose  of  getting  money!  Have  you  ever  made 
that  calculation! 

Mr.  Tbigg.  I  have  made  no  calculation,  but  I  have  felt  the  drain.  « 

Mr.  Cox.  We  have  all  felt  that. 

Mr.  Tbigg.  But  the  accommodation  is  necessary.  I  will  state  this. 
I  got  last  year  an  order  from  the  Baltimore  and  Ohio  Eailroad  for  25 
locomotives.    It  was  reported  over  the  wire. 

The  Chaibman.  What  was  the  value! 

Mr.  Tbigg.  About  $260,000;  and  I  got  two  telegrams  and  a  letter- 
three  communications,  two  from  Boston  and  one  from  elsewhere,  one  a 
most  valued  correspondent,  the  others  I  didn't  know — offering  to  han- 
dle the  receiver's  certificates,  knowing  as  they  did  that  we  had  but 
meager  facilities  at  Eichmond  to  handle  the  paper.  Of  course  the 
negotiation  carried  the  interest,  all  interest  involved  in  it  going  away 
from  our  community. 

Mr.  Cox.  Unless  it  is  a  matter  of  calculation  made  you  could  not  get , 
at  it  well,  but  the  point  I  was  trying  to  develop  is  the  amount  of  notes. 
We  put  them  in  the  banks  at  home.  Your  note  goes  in,  and  my  note 
goes  in.  They  are  satisfied  with  the  security,  but  haven't  got  the 
fnoney.  Thereupon  they  indorse  the  note  and  send  it  to  the  money 
centers  and  get  the  money.  But  what  I  was  trying  to  get  at  is  the 
amount.  Take  the  old  Southern  States,  and  what  amount  goes  out  of 
them  every  year  for  rediscount  to  bring  the  money  back  in  that  way  ! 

Mr.  Tbigg.  I  made  a  calculation  once  to  see  what  I  thought  the  drain 
had  been  on  liichmond  since  the  war.  I  would  be  afraid  to  answer 
now,  but  it  is  terrific. 

Mr.  FowLEB.  Is  it  not  your  opinion  that  if  the  national  banks  are 
reorganized,  giving  to  them  the  power  of  issuing  credit  money  against 
their  assets,  it  would  serve  your  purpose  just  as  well  as  State  banks! 

Mr.  Johnson.  He  has  already  answered  that  question. 

The  Chaibman.  He  says  he  doesn't  care  how  the  relief  comes  so  he 
gets  the  relief. 

Mr.  FowLEB.  I  would  ask  whether  the  same  latitude  is  given  to  the 
national  banks  as  ought  to  be  given  to  the  State  banks! 

Mr.  Tbigg.  Yes ;  I  think  relief  would  be  quicker  for  our  people,  because 
the  different  State  legislatures  would  have  to  amend  the  charters  of  State 
banks,  and  this  would  take  much  time. 

The  Chaibman.  Your  position  is  that  unless  the  currency  is  issued 
in  the  neighborhood  where  it  is  desired  and  returned  there,  as  soon  as 
it  gets  into  a  bank — returned  to  the  bank  issuing  it — the  people  won't 
get  the  use  of  it  in  that  locality! 

Mr.  Tbigg.  I  am  afraid  to  answer  that.    I  don't  know  that  it  is 
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absolately  necessary.  My  idea  is  that  as  long  as  it  goes  away  and 
stays  away  it  is  profitable.  If  the  bank  in  Richmond — I  have  jnst 
thought  of  it — tissued  $100,000  in  notes,  and  somebody  chooses  to  keep 
them  in  New  York,  and  the  bank  was  making  a  profit  on  them  as  long 
as  tliey  are  oat,  we  would  issue  some  more,  provided  the  bank  had  in 
its  vault  the  proper  basis  of  gold  or  its  equivalent. 

The  Chairman.  You  know  that  you  can  not  keep  a  note  good  unless 
it  is  returned. 

Mr.  Tsiaa.  It  would  return  anyhow,  in  time. 

WEALTH  OF  VIRGINIA  NOW  AND  IN  1860. 

The  Chairman.  You  have  practically  answered  the  first  question. 
Have  you  in  your  mind  the  wealth  per  capita  of  old  Virginia  to-day  as 
compared  with  the  Virginia  of  1800.  It  is  given  as  $497  in  1860  and 
is  $521  per  capita  now.  You  claim  it  is  not  for  the  lack  of  wealth  that 
you  have  not  banking  facilities  t 

Mr.  Trigg.  No. 

The  Chairman.  That  is,  the  wealth  is  greater  now  than  in  1860! 

Mr.  Trigg.  It  is  mighty  hard  to  make  the  "old-timer"  think  that. 

The  Chairman.  In  1866  Virginia  had  a  capital  of  $13,000,000. 

Mr.  Trigg.  Are  you  speaking  of  bank  capital  or  wealth  of  the 
people! 

The  Chairman.  I  am  speaking  about  one  thing  when  I  am  speaking 
about  it,  and  am  speaking  about  another  thing  when  I  am  speaking 
about  it.  Now,  I  say  the  total  bank  capital  in  1356  was  $13,600,188. 
In  old  Virginia  to-day  it  is  $11,037,665.  So  that  the  bauking  capital 
only  lacks  $2,500,000  of  what  it  was  in  1860.  While  your  circulation 
per  capita  was  then  $10.67,  to-day  it  is  only  $1.14.  The  percentage  of 
your  loans  and  discounts  to  your  capital  and  deposits  in  1856  was  112.8 
per  cent.  To-day  there  are  only  83.2  per  cent,  showing  you  have  35.6 
per  cent  loanable  funds  on  the  same  banking  capital,  on  the  same 
banking  funds,  that  you  had  in  18«)6,  which  would  make  your  loans  and 
discounts  35  per  cent  higher  to  pay  the  same  interest  on  your  bank; 
capital  that  you  did  then.  Is  that  a  reason  why  you  do  not  need  more 
bank  capital  than  you  have  got  now! 

Mr.  Trigg.  Well,  I  do  not  know. 

The  Chairman.  Let  me  go  a  little  further.  If  your  banks  had  to-day 
issued  and  put  in  circulation  the  same  percentage  of  notes  as  they  did 
in  1856  you  would  have  $10,596,158  in  circulation,  while  you  only  have 
$1,891,145:  that  is  to  say,  you  have  $8,705,013  less  actual  working 
capital  in  Virginia  on  the  same  bank  capital  to-day  than  you  had  in 
1856. 

Mr.  Trigg.  I  am  not  absolutely  familiar  with  those  figures,  but  I 
believe  that  is  true. 

The  Chairman.  That  is  the  fact.  And  furthermore,  if  you  had  the 
same  circulation  per  capita  to-day  you  would  have  $13,000,000  in  circu- 
lation.   So  the  people  can  see  the  operation  of  this  system. 

Then,  again,  in  a  4  per  cent  locality,  in  New  York,  on  the  circulation 
they  take  out,  having  bought  bonds  for  104.5  they  would  make  2.06  per 
cent,  while  in  Richmond,  an  8  per  cent  locality,  they  can  only  make  1.35 
per  cent,  and  in  the  South  you  would  have  to  buy  them  and  pay  2^  per 
cent,  and  in  Kew  York  on  that  they  would  make  0.52  per  cent.  You 
would  lose  in  Virginia  1  per  cent  on  every  dollar  you  took  out,  and  then 
if  you  repealed  the  10  per  cent  tax  and  allowed  them  to  issue  to  the  par 
value  of  their  bonds,  they  would  make  in  New  York  1.18  per  cent;  and 
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in  Richmond,  an  8  per  cent  locality,  0.027  per  cent,  whicli  would  make 
It  a  loss  in  Virginia  to  take  oat  circulation,  because  it  is  impossible  to 
keep  out  all  tbe  notes  in  circulation. 

If  you  can  have  tbis  tbing  eliminated  from  tbe  national-bank  act  and 
have  national  banking  tbat  will  be  as  liberal,  and  maybe  more  liberal, 
than  your  old  State  banks,  allowing  you  to  issue  on  your  capital  and 
surplus  and  undivided  proiits,  you  would  accept  that  as  quickly  as  you 
would  the  repeal  of  the  10  per  cent  bank  issue! 

Mr.  Tbigo.  Yes;  anything  that  would  bring  relief. 

TJNIPORM  CURRENCY. 

Mr.  Brosius.  Do  you  think  it  desirable  to  have  a  currency  through- 
out the  country  uniform  in  value  and  safety — every  dollar  as  good  in 
one  place  as  another! 

Mr.  Trigg.  I  do,  sir. 

Mr.  Brosius.  You  do  not  think  it  is  necessary,  in  order  to  have  suf- 
ficient money  in  any  locality,  that  that  money  should  be  at  a  discount 
in  other  localities! 

Mr.  Trigg.  I  do  not  think  it  is  necessary  at  all.  I  think  that  would 
likely  occur.  I  believe  there  would  be  some  slight  difference,  but  very 
much  less  than  under  the  old  order  of  things. 

Mr.  Brosius.  Don't  you  think  that  if  the  10  per  cent  tax  were 
repealed  and  the  IState  banks  were  permitted  to  issue  currency  against 
their  assets,  that  that  money  would  necessarily  be  at  a  discount  away 
from  home;  that  is,  supposing  your  Virginia  banks  issued  to  an  unre- 
stricted extent— say,  limited  to  the  amount  of  their  capital  1  Would  not 
that  money  be  at  a  discount  in  New  York  and  all  the  other  States  out- 
side of  Virginia! 

Mr.  Triog.  I  think  so. 

Mr.  Brosius.  Don't  you  think  it  would  be  more  desirable  if  we  could 
establish  a  system  that  would  make  the  money  of  uniform  value  in  all 
parts  of  the  country! 

Mr.  Trigg.  Of  course,  any  kind  of  money,  if  it  was  at  a  discount, 
would  be  sent  back  to  us,  and  we  would  have  to  pay  the  discount  in 
the  end.  If  we  had  a  million  dollars  of  currency  and  sent  it  out  and 
it  came  back,  we  would  pay  it,  but  1  believe  that  we  could  afford  to  pay 
that^  and  more,  as  opposed  to  the  higher  rates  of  interest,  and  it  would 
be  a  very  much  less  charge  than  we  have  to  pay  to  the  Government  to 
use  the  present  bank  currency.  Although  it  is  true  tliere  may  be  a 
discount  on  it  and  it  would  be  charged  back  to  us,  we  could  pay  it  ten 
times  with  the  facilities  yon  would  give  us  thereby,  and  vt»ry  few  notes 
would  stray,  as  a  matter  of  fact. 

Mr.  Brosius.  Any  system  that  would  enable  the  banks  to  have  a 
currency  that  they  could  afford  to  keep  on  hand  when  not  needed,  so  as 
to  be  ready  when  it  was  needed,  would  meet  your  necessities,  would 
it  not! 

Mr.  Trigg.  I  am  sure,  Mr.  Brosius,  that  any  bill  that  would  be  pre- 
pared here'  that  has  in  view  the  relieving  of  the  conditions  in  our 
country  which  I  have  described  would  be  satisfactory. 

DISPARITY  of  resources  IN  VARIOUS  SECTIONS. 

Mr.  Brosius.  You  will  understand  the  difficulty  is  that  the  disparity 
of  resources,  not  only  in  wealth  but  in  banking  material  and  in  all 
kinds  of  resources,  in  the  Southern  States  and  extreme  Western  States, 
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as  compared  with  the  Eastern  and  Northern  States  is  so  great,  that  the 
difficulty  we  are  euconntering,  or  at  least  I  am  encountering,  in  trying: 
to  devise  a  banking  scheme  equally  serviceable  in  all  sections  is  the 
impossibility  of  devising  any  scheme  that  will  work  equally  well  in  all 
sections  with  the  disparity  of  banking  capital,  and  all  that.  If  we 
could  devise  any  scheme  that  will  enable  the  banks  to  issue  with  per- 
fect safety,  each  dollar  being  perfectly  secure  and  good,  so  inexpensively 
that  they  could  aftbrd  to  issue  it,  to  hold  it  in  their  vaults  until  it  is 
needed  to  meet  the  demand  of  business,  that  would  meet  your  needsY 

Mr.  Thigg.  It  seems  to  me  it  would. 

Mr.  Bbosius.  The  difficulty  in  the  South,  if  I  understand  you,  is  that 
they  have  not  any  Government  bonds  on  which  they  can  bank  t 

Mr.  Tbigg.  If  we  could  issue  on  a  hogshead  of  tobacco  or  a  bale  of 
cotton 

Mr.  Brosius.  Exactly.  You  have  not  bonds.  Why  don't  you  have 
them  in  Virginia! 

Mr.  Tbigg.  Because  we  haven't  the  wealth  in  the  first  place,  and  in 
the  second  place  you  find  a  man  in  Boston  living  in  a  30-foot  front 
house  and  he  has  bonds 

Mr.  Brosius.  That  is  the  crux  of  the  whole  thing.  You  haven't  the 
wealth  that  Pennsylvania  has,  and  therefore  you  have  not  the  facilities 
for  banking.  Can  any  State  have  the  facilities  for  banking  that  lacks 
wealth  and  capital  that  a  State  which  has  wealth  and  capital  possesses? 

Mr.  Tbigg.  With  this  exception,  that  you  should  be  carefiil  that  in 
any  bill  you  draw  that  the  man  who  has  a  little  will  have  just  as  much 
chance  pro  rata  as  the  man  who  has  more;  and  the  State  of  Virginia, 
because  she  has  not  a  great  deal,  must  not  be  placed  at  a  disadvantage 
with  Pennsylvania,  because  Pennsylvania  has  a  great  deal. 

Mr.  Bbosius.  That  raises  the  very  difficulty 

Mr.  Tbigg.  Excuse  me.  I  was  going  on  to  say,  in  this  array  of  fig- 
ures I  have  here  I  have  given  the  enormous  accumulation  in  the  New 
England  and  Northeastern  States.  It  is  amazing  to  see  it.  I  have  not 
referred  to  it  before,  but  out  of  a  total  national-banking  capital  of 
$652,000,000  in  the  country  those  States  have  $470,000,000  of  it.  This, 
however,  should  not  be  used  against  less  favored  sections.  The  less 
favored  sections  should  be  allowed  to  use  what  facilities  they  may  have 
without  being  taxed  10  per  cent  for  doing  it. 

Mr.  Bbosius.  I  understand.  I  will  hand  you  a  pamphlet  which  is 
similar  to  your  own,  except  a  little  fuller,  so  you  will  see  the  difficulty 
that  I  have  encountered  in  devising  a  scheme  that  will  work  equally 
well  in  all  sections  of  the  country  when  there  is  such  a  disparity  between 
them  as  to  capital  and  wealth. 

Now,  1  want  to  direct  your  attention  to  a  fact.  You  have  spoken  of 
the  manu&ctures  in  Virginia.  I  find,  from  a  comparison  of  the  figures, 
taken  from  the  same  source  whence  you  obtained  yours — the  advance 
sheet  of  the  Comptroller's  last  report — that  the  bank  circulation  in 
your  State  sustains  about  the  same  ratio  to  the  manufactures  and  the 
wages  paid  in  your  State  that  the  circulation  of  the  Eastern  {kud  North- 
ern States,  of  greater  wealth,  sustains  to  their  manufactures  and  wages 
paid.  Now,  I  want  to  direct  your  attention  to  that,  that  you  may  see 
how  significant  a  fact  it  is.    I  will  give  you  the  figures: 

MANUFACTUBED  PBODUCTS  AND  WAGES. 

In  the  State  of  Maine,  by  the  census  of  1890,  the  manufactured 
products  were  worth  $95,689,000,  and  wages  of  employees  in  manufac- 
turing establishments  paid  out  amounted  to  $26,526,000.    Now,  turn  to 
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Virginia,  in  the  same  column.  The  manufactured  products  for  the 
State  of  Virginia,  according  to  this,  amounted  to  $88,362,000,  and  the 
wages  amounted  to  $19,000,000.  Turning  over  to  see  the  circulation  in 
these  States,  I  find  that  the  circulation  in  Maine  is  $5,000,000  and  the 
circulation  in  Virginia  is  $J  ,891,000.  If  we  take  the  aggregate  of  the 
States,  dividing  them  as  they  voted  for  McKinley  and  Bryan — not  in  a 
political  sense,  but  simply  for  convenience,  classifying  them  in  that 
way — you  will  find — and  in  this  you  will  see  the  percentage  to  which  I 
refer — you  will  find  that  the  total  value  of  manufactured  products  in  the 
McKinley  States,  or  the  sound  money  States,  was  $8,000,000,000  and 
over;  and  the  value  of  the  manufactured  products  in  the  Bryan  States 
was  $1,100,000,000. 

AGGREGATE   CIBCUIiATION. 

Now,  turning  to  the  aggregate  circulation  in  these  States;  the  aggre- 
gate circulation  in  the  McKinley  or  sound  money  States  is  $184,500,000, 
while  the  aggregate  circulation  in  the  Bryan  States  is  only  $24,000,000 
and  over.  That  is  to  say,  in  the  Bryan  States  only  11  per  cent  of  the 
aggregate  circulation  is  found,  while  in  the  McKinley  States  over  88 
per  cent  of  the  aggregate  circulation  is  found ;  and  in  the  Bryan  States 
about  the  same  per  cent  of  value  of  total  manufactured  goods  is  shown 
to  exist,  and  in  the  McKinley  States  about  the  same  per  cent — that  is, 
aboat  88  per  cent  of  the  total  manufactured  goods. 

Judging  of  the  business  of  these  sections  from  the  manufactures  in 
them,  we  find  that  the  ratio  between  circulation  and  business  is  just 
about  the  same  in  the  two  classes  of  States. 

Mr.  Trigg.  I  will  make  this  point — I  have  made  it  all  along — ^and 
said  in  my  remarks,  that  it  was  very  hard  to  make  people  understand 
that  more  money  is  needed  in  agricultural  commanities  than  manufac- 
turing communities,  but  such  is  the  fact. 

FARM  PRODUCTS. 

Mr.  Brosius.  Take  the  farm  products  in  the  McKinley  States.  They 
amounted  to  a  total  of  $1,452,900,000,  and  in  the  Bryan  States  they 
amounted  to  $993,000,000  and  over,  and  the  ratio  between  these  products 
and  circulation  does  not  hold  at  all  as  it  does  between  the  manufactured 
goods. 

Mr.  Johnson.  Of  course  it  is  a  fact,  is  it  not,  that  the  community 
which  makes  use  of  checks  and  drafts  and  other  substitutes  for  circu- 
lating notes  requires  a  great  deal  less  circulating  notes  than  a  community 
which  does  not  use  those  substitutes! 

SCRIP  IN  THE   PANIC  OF  1893. 

Mr.  Trigg.  Yes,  sir.  Suppose  the  Southern  States,  the  agricultural 
States,  had  actually  the  same  amount  of  currency.  1  would  say  they 
must  have  even  more  or  it  would  not  be  satisfactory.  If  Mr.  Brosius 
had  shown  me  figures  there,  and  said  that  they  had  dollar  for  dollar 
with  you,  I  would  say  they  must  have  50  per  cent  more.  A  man  comes 
in  with  a  hogshead  of  tobacco  or  his  bale  of  cotton,  and  he  has  to  have 
the  cash.  When  I  paid  oft'  my  men  in  scrip,  during  the  panic  of  1893, 
of  which  I  had  to  issue  $360,000, 1  needed  the  actual  money.  That 
took  the  place  of  money.  I  didn't  want  to  break  the  law,  and  so  I 
had  interest  run  on  it. 
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Mr.  Johnson.  If  yon  had  made  a  comparative  statement  of  the  cir- 
culation in  your  State  and  some  of  the  New  England  States,  that 
would  not  have  shown  that  very  scrip  you  issued  t 

Mr.  Trigg.  But  understand  I  paid  6  per  cent  on  that.  I  could  not 
consider  it  circulation.    I  did  not  break  the  law.    It  was  notes. 

Mr.  Johnson.  I  understand  that,  and  if  you  had  been  making  at 
that  time  a  comparative  statement  of  circulation  in  some  of  the  New 
England  States  compared  with  Virginia  it  would  have  been  omitted 
altogether  from  the  statement — this  substitute  for  money  which  you 
were  obliged  to  use.    It  would  not  have  include  that  substitute. 

Mr.  Trigg.  I  think  it  should  not  have  been.  I  paid  interest;  I  did 
not  earn  it. 

Mr.  Johnson.  I  am  showing  how  unfair  the  inference  of  your  state- 
ment would  be. 

Mr.  Trigg.  We  were  driven  to  that  extremity.  They  were  issuing 
clearing-house  certificates  all  over  the  country  then. 

Mr.  STA1.LINGS.  You  stated,  Mr.  Trigg,  that  during  the  great  money 
stringency  of  last  fall  only  about  $10,000,000  of  additional  national 
bank  notes  were  issued,  and  this  entailed  an  investment  of  a  similar 
amount,  or  more,  in  Government  bonds,  making  thereby  an  actual  draft 
upon  the  loanable  funds  of  the  banks  instead  of  increasing  them.  Can 
you  say  where  those  notes  were  issued  f 

Mr.  Trigg.  I  was  interested  to  know  this  myself,  and  I  wrote  to 
Comptroller  Eckels  and  he  sent  the  data  necessary,  and  I  ascertained 
that  over  one-half  was  issued  in  the  city  of  New  York,  and  75  per  cent 
in  the  reserve  cities,  including  New  York,  and  only  8440,000  in  the 
twenty-two  Bryan  States  of  25,000,000  inhabitants,*  which  I  submit 
established  my  contention  that  those  people  are  wholly  without  cur- 
rency facilities,  and  it  is  no  wonder  they  are  dissatisfied. 

Mr.  Johnson.  You  stated  in  reply  to  a  question  addressed  to  Mr. 
Cox,  in  substance,  that  the  repeal  of  the  10  per  cent  tax  on  State  bank 
circulation  would  not  leave  a  corporal^s  guard  of  silver  men  in  the 
South.  Don^t  you  think  that  the  same  result  would  follow  if  through 
a  revision  of  the  national-bank  system  your  people  coi.ld  be  given  a 
sound  and  safe  currency  and  at  the  same  time  a  currency  sufficient  in 
volume,  at  reasonable  rates  of  interest,  to  answer  your  needs  t 

Mr.  Trigg.  It  seems  to  me  that  a  bill  could  be  drawn  and  should  be 
drawn — although  I  don't  know  that  I  would  undertake  to  draw  it 
myself— bat  I  should  think  one  could  be  drawn  to  be  satisfactory. 
The  people  of  the  South  would  be  very  loath  to  give  up  that  idea  of  the 
"good- every- where''  feature.    You  know  they  are  good  business  people. 

SOURCE  OF  relief  NOT  ESSENTIAL.. 

Mr.  Johnson.  In  other  words,  you  mean  it  is  not  so  much  the 
repeal  of  the  10  per  cent  tax  that  would  cause  the  silver  sentiment  to 
subside  as  the  giving  to  your  people  a  sufficient  volume  of  good  money 
and  reasonable  rates  of  interest  to  answer  their  needs. 

Mr.  Trigg.  Giving  them  money,  sending  money  to  themt  They 
want  it  themselves,  the  power  to  issue  from  their  own  resources,  and 
through  their  own  banks,  the  currency  they  need.  You  see  this  often 
in  the  paper — that  the  money  has  gone  to  the  West  and  South  to  move 
the  crops.  The  10  per  cent  tax  prevents  the  South  and  Southwest 
from  providing  from  their  own  resources  the  currency  they  need. 

Mr.  Johnson.  I  don't  think  you  grasp  my  meaning  yet.  The  point  I 
am  trying  to  make  is  this:  That  if  your  people  could  have  sufficient 
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money,  safe,  nniform,  and  at  a  reasonable  rate  of  interest — I  am  speak- 
ing of  paper  money — to  answer  your  necessities,  that  wonkl  cause  the 
silver  sentiment  to  subside — rather  than  obtaining  that  money  from 
any  particular  channel  would  cause  the  silver  sentiment  to  subside. 

Mr.  TRiaa.  Oh,  they  would  want  to  have  something  to  say  in  creat- 
ing the  money.  When  the  planter  is  ready  to  move  his  tobacco  and 
the  cotton  planter  is  ready  to  move  his  cotton,  he  does  not  want  to  have 
to  send  to  Kew  York  for  money. 

Mr.  Johnson.  You  did  not  answer  my  question.  You  have  told  Mr. 
Gox,  in  answer  to  his  question,  that  in  your  opinion  there  would  not  be 
a  corporal's  guard  of  free  silver  men  in  the  South  if  we  repeal  the  tax 
on  State  banks. 

Mr.  TBiaG.  Yes. 

Mr.  Johnson.  Is  it  also  true,  in  your  opinion,  that  there  would  not 
be  a  corporal's  guard  of  free  silver  men  in  the  South  if,  through  a  prop- 
erly revised  bank  system,  your  people  could  be  given  a  sound  and  uni- 
form paper  money,  sufBcient  to  answer  their  needs,  at  a  reasonable  rate 
of  interest)  In  other  words,  is  not  the  absence  of  a  sound  and  safe 
money 

Mr.  Trigg.  What  do  you  mean  by  "given".  That  is  the  only  point 
I  do  not  understand. 

Mr.  Brosius.  You  simply  mean  supplied  by  the  banks. 

Mr.  Trigg.  Eichmond  banks  f 

Mr.  Bbositjs.  Banks  anywhere. 

Mr.  Johnson.  Suppose  the  national-bank  system  could  be  revised  so 
as  to  give  a  sound  and  uniform  system  of  money  to  your  people  in  suf- 
ficient volume  to  answer  the  needs  of  your  trade  and  commerce  and  at 
reasonable  rates  of  interest,  would  not  the  eifect  of  that  be  to  largely 
decrease  the  silver  sentiment f 

Mr.  Trigg.  I  am  satisfied  it  would,  if  I  understand  the  question 
rightly. 

Mr.  Fowler.  He  means  that  if  you  had  the  same  latitude  under  the 
national-bank  system  you  ought  to  have  under  State  banks. 

Mr.  Trigg.  Yes,  sir. 

Mr.  Johnson.  What  you  want  is  relief,  and  you  are  not  stickling 
very  much  for  any  particular  avenue  through  which  to  receive  it? 

Mr.  Trigg.  I  want  the  bank  tax  repealed  in  fact  or  in  eifect. 

Mr.  Spalding.  The  complaint  you  are  making  is  a  lack  of  currency. 

TEN  PER  CENT  TAX  A  CONFISCATION  OP  CREDIT. 

Mr.  Trigg.  We  regard  the  10  per  cent  tax  as  a  confiscation  of  credit. 
It  confiscates  my  credit;  you  are  not  letting  me  do  with  my  own  as  I 
would. 

Mr.  Spalding.  The  diificulty  is  that  you  have  not  currency  enough 
to  do  your  business.  That  is  what  makes  silver  men  in  the  South,  is 
it- not? 

Mr.  Trigg.  Yes,  sir. 

Mr.  Spalding.  They  are  short  of  currency  down  there,  and  the  per 
capita  of  the  amount  of  currency  is  less  than  it  is  in  the  North.  You 
rather  think  there  is  not  currency  enough  in  the  United  States  for  the 
business  of  the  United  States? 

Mr.  Trigg.  I  think  there  is  plenty  of  currency  in  New  York.  It  is 
not  distributed  right.  The  Government  has  undertaken  to  supply  the 
people  with  currency.  It  should  distribute  it  equally,  otherwise  injus- 
tice is  done,  and  the  belief  that  injustice  is  done  is  largely  the  reason 
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of  the  sUver  sentiment  in  the  Sonth.  The  10  per  cent  tax  on  cnrrency 
prevents  ns  from  making  provision  for  ourselves  from  our  own  resources 
and  through  our  own  State  banks.  The  Government  at  present  does 
not  supply  currency  pro  rata,  and  prevents  by  its  laws  the  making  pro- 
vision for  ourselves.  If  a  national  banking  law  can  be  devised  that 
will  remedy  the  inequality  complained  of,  I  think  it  would  be  satisfac- 
tory to  the  South,  and,  as  I  have  already  said,  would  bring  quicker 
relief  than  the  slower  action  by  the  legislatures  of  the  different  States. 
I  think  that  a  just  distribution  through  such  a  national  banking  law 
would  kill  the  silver  agitation  in  the  South  through  the  prosperity  that 
would  follow,  and  that  it  would  end  the  long  paralysis  through  which 
we  have  been  passing. 

Thereupon,  at  12  o'clock  noon,  the  committee  adjourned. 
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COMMITTEE  ON  BANKING  AND  CURRENCY. 


FIRST  SESSION. 


Committee  on  Banking  and  Cubbency, 
Washington,  D.  (7.,  Wednesday^  April  i,  1896, 

The  committee  met  at  10.30  a.  m. 

Members  present:  The  chairman  (Mr.  Walker),  Messrs.  McCleary, 
Fowler,  Spalding,  Calderliead,  Cobb,  of  Alabama;  Cobb,  of  Missouri; 
Black,  and  Hendrick. 

By  vote  of  the  committee  at  the  previous  meeting,  Hon.  Francis  G. 
Newlands,  of  Nevada,  a  member  of  the  committee,  took  the  floor  and 
addressed  the  committee.  [He  again  addressed  the  committee,  in  con- 
tinuation of  his  statement  on  April  6,  and  concluded  the  same  on  April 
13, 1896.] 

STATEMEHT  OF  HOH.  FBAHCI8  G.  NEWLAITDS. 

Mr.  Newlands  said : 

Gentlemen  of  the  Committee  :  We  are  now  engaged  in  the  con- 
sideration of  the  monetary  system  of  the  country,  with  a  view  to  so 
shaping  legislation  as  to  relieve  existing  conditions,  which  all  admit 
are  intolerable,  however  we  may  difi'er  as  to  their  causes  and  their 
cure.  It  is  our  earnest  wish  to  reach  a  correct  conclusion,  and  with 
this  view,  in  the  calm  deliberation  of  the  committee  room,  we  are  listen- 
ing to  the  views  of  each  other,  as  well  as  the  views  of  financial  and 
business  men  throughout  the  country. 

The  complication  which  attracts  the  attention  of  all  of  us  has  been 
the  constant  drain  of  gold  from  the  United  States  Treasury  and  from 
the  country,  commencing  toward  the  close  of  Harrison's  Administration 
and  gradually  increasing  since,  forcing  the  issue  of  United  States  bonds 
in  order  to  preserve  the  Treasury  reserve  of  gold.  This  has  been 
accompanied  by  the  panic  of  1893  and  a  depression  of  business  and  a 
fall  of  values  and  prices,  which  have  been  constantly  intensiiying. 

CAUSES  OF  DEPBESSION. 

Yarions  causes  have  been  assigned  for  these  conditions.  Some  insist 
that  they  are  entirely  due  to  the  lowering  of  the  tariff  wall  which  the 
protective  x)olicy  of  the  Bepublican  party  has  built  around  the  country. 
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Others  insist  that  they  are  entirely  dae  to  a  deficiency  of  revenue,  and 
that  if  the  revenue  is  restored,  whether  by  additional  tariil'  duties  or 
otherwise,  the  drain  upon  the  Treasury  will  cease.  Others  insist  that 
the  continued  coinage  of  silver  in  this  country  under  the  Sherman  Act, 
notwithstanding  its  gradual  decline  in  market  value,  created  alarm  as 
to  the  credit  of  the  country  among  the  foreign  holders  of  our  bonds  and 
securities  and  caused  them  to  throw  their  ^curities  upon  our  local  ^1 

markets,  and  to  thus  force  the  exodus  of  gold.  Others  insist  that  the 
repeal  of  the  purchasing  clause  of  the  Sherman  Act  fastened  upon  this 
country  the  blighdng  etfects  of  gold  monometallism;  that  the  increas- 
ing demand  for  gold,  caused  by  the  gradual  abandonment  of  bimetal- 
lism in  various  countries,  has  caused  gold  to  rise  in  value  as  compared 
with  products  and  property,  and  that  the  rise  of  gold,  as  measured  in 
products,  or  the  fall  of  products,  as  measured  in  gold,  whichever  you 
term  it,  has  given  an  advantage  to  the  creditor  classes  over  the  debtor 
and  producing  classes  and  an  advantage  to  creditor  nations  over 
debtor  nations,  which  has  resulted  in  a  general  prostration  of  trade 
and  production. 

While  I  believe  in  this  latter  view,  I  am  not  insensible  to  the  fact  that 
other  causes  have  been  operative.  While  I  believe  that  the  rise  in  gold 
has  been  detrimental  to  the  interests  of  the  debtor  and  producing 
classes  in  this  country  by  lowering  the  price  of  the  products  which  they 
sell,  and  with  which  they  pay  their  debts,  and  that  it  lias  also  been  a 
great  advantage  to  tbe  silver  countries  by  discouraging  importations 
horn  gold  countries  and  stimulating  domestic  production,  and  that  the 
dislocation  between  gold  and  silver  has  given  the  silver  countries  the 
advantage  in  production  which  has  resulted  so  far  most  disastrously  to  us 
in  the  competitive  production  of  farm  products,  and  is  likely  to  result 
more  disastrously  still  in  the  competitive  production  of  manufactured 
products,  I  believe  also  that  the  lowering  of  the  tariff  wall  by  reason  of 
the  Wilson  bill  enabled  the  products  of  the  cheap  European  labor  to 
enter  this  country  and  to  displace  the  products  of  our  own  labor,  and  I 
believe  also  that  the  deficiency  of  revenue  has  had  an  injurious  effect 
upon  the  country. 

I  am,  therefore,  for  legislation  which  will  raise  the  tariff  wall  and 
which  will  give  the  Treasury  a  surplus  instead  of  a  deficiency,  and  I 
am  also  in  favor  of  legislation  which  will  restore  the  relative  value  of 
silver  and  of  gold  at  the  old  ratio  of  15^  or  16  ounces  of  silver  to  1  of 
gold. 

SILVEB  QUESTION  IS  BBLEVANT. 

As  to  tariff  and  revenue  legislation,  this  committee  has  nothing  to  do, 
and  it  may  also  be  claimed  that  the  discussion  of  the  silver  question 
has  no  place  here ;  that  this  is  the  Committee  of  Banking  and  Currency, 
and  that  in  the  consideration  of  a  banking  measure  the  place  of  silver 
in  the  monetary  system  of  the  world  or  in  this  country  has  no  relevancy. 
To  this  I  reply  that  it  is  impossible  to  consider  any  system  of  banking 
and  currency,  or  of  national  currency,  without  taking  up  the  question 
of  what  shall  constitute  the  money  of  redemption.  The  whole  tendency 
of  the  legislation  sought  here  is  to  take  the  Gk)vernment  out  of  the 
banking  business,  so  called;  to  retire  what  are  called  the  demand  notes 
of  the  Government.  Some  insist  tbat  the  greenbacks  alone  should  be 
retired;  others  insist  that  the  Treasury  notes  also  should  be  retired; 
others  insist  that  the  silver  certificates  should  also  be  retired ;  others 
insist  thai  the  silver  coin  itself  should  also  be  redeemed  in  gold  and  in 
the  place  of  the  notes  and  silver  so  retired,  whether  wholly  or  in  part^ 
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it  seems  to  be  insisted  that  the  banks  should  be  allowed  to  issue  paper 
currency  redeemable  in  metallic  money. 

80  it  becomes  a  matter  of  supreme  importance  as  to  what  this  money 
of  redemption  should  be,  whether  it  shall  be  gold  alone  or  silver  and 
gold,  and  if  silver  and  gold,  how  the  relative  value  of  the  two  can  be 
maintained  so  as  to  form  a  stable  standard  of  value.  It  is,  therefore, 
impossible  to  get  rid  of  the  silver  question.  Is  silver  to  be  issued  at 
allf  If  not,  what  shall  be  done  with  the  accumulated  store  of  silver 
represented  by  silver  certificates  and  Treasury  notes  f  If  silver  is  to  be 
used,  shall  it  be  used  as  a  full  legal  tender  or  a  limited  legal  tender,  for 
full  redemption  or  only  limited  redemption  f  Surely  in  creating  this 
immense  structure  of  credit,  upon  which  gentlemen  enlarge  so  much,  it 
is  of  importance  that  we  should  pay  some  attention  to  the  base,  ana  if 
the  structure  is  to  be  large  it  is  of  vital  importance  to  know  whether 
enough  gold  can  be  secured  for  the  base,  and  if  not,  to  what  extent  silver 
can  supplement  it,  and  also  how  its  sustaining  power,  equal  with  gold, 
can  be  maintained  so  that  the  tower  of  credit  erected  upon  them  both 
may  not  lean  to  one  side  and  totter  to  its  fall. 

We  proix)se,  under  the  various  forms  of  legislation  pending  here,  to 
permit  the  national  banks  to  impose  upon  their  assets  an  ^ditional 
burden.  They  are  not  only  to  borrow  the  money  from  their  depositors 
on  call,  which  they  loan  on  time,  but  they  are  also  to  have  a  large 
amount  of  demand  notes  in  circulation,  and  it  becomes  a  matter  of 
supreme  importance  as  to  whether  gold  alone  will  furnish  sufficient 
reserves,  not  only  to  meet  the  demand  of  depositors,  but  the  demand 
of  note  holders. 

And  so  I  propose  to  take  up  the  question  as  to  the  scarcity  of  gold  for 
redemption  purposes,  as  to  the  demands  of  this  country  tbr  increasing 
the  number  of  units  of  money  as  its  population  and  business  increase, 
as  to  whether  it  is  not  better  to  make  the  increase  by  using  silver 
rather  than  to  make  the  increase  by  this  confidence  money  called  bank 
notes,  whose  permanent  value  will  depend  entirely  upon  the  sufficiency 
of  gold  for  redemption  purposes. 

In  treating  this  question  I  wish  to  state  that  the  silver  men  believe 
in  sound  and  honest  money.  They  do  not  believe  in  depreciated  money 
or  50-cent  dollars,  but  they  do  believe  in  maintaining  the  equal  debt- 
paying  power  and  the  equal  value  of  all  dollars,  whether  gold,  silver, 
or  paper.  We  only  differ  with  our  opponents  as  to  the  methods  by 
which  this  equality  of  value  and  of  power  shall  be  maintained.  Our 
opponents  insist  that  gold  shall  be  the  only  primary  money,  and  that 
silver  shall  be  simply  regarded  as  the  material  upon  which  a  promise 
to  pay  gold  is  stamped.  And  they  insist  that  no  more  silver  dollars 
shall  be  coined.  We  insist,  on  the  contrary,  that  both  gold  and  silver 
shall  be  regarded  as  primaiy  money,  and  that  the  old  relative  value  of 
silver  to  gold  shall  be  restored  and  maintained,  by  giving  to  silver 
equal  privileges  under  the  law. 

The  policy  of  our  opponents  tends  to  increase  the  value  of  gold  and 
its  control  over  labor,  products,  and  property.  Our  policy  tends  to 
stop  the  appreciation  of  gold,  and  to  restore  and  maintain  a  stable 
standard  of  values,  and  thus  stop  the  decline  in  prices  of  property  and 
products. 

ENLIGHTENED  SELFINTEBEST. 

• 

We  are  told  that  all  civilized  nations  have  adopted,  or  are  adopting,  the 
gold  standard;  that  the  scarcity  of  gold  will  create  no  distress;  that 
credit  has  largely  taken  the  place  of  money  in  business  transactions 
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and  exchanges,  and  that  the  sphere  of  credit  is  constantly  enlarging; 
that  what  the  world  needs  is  not  more  silver  or  more  gold,  bat  more 
calls  for  gold  in  the  shape  of  bank  notes,  miscalled  money,  checks, 
bills  of  exchange,  promissory  notes,  bonds,  all  payable  in  gold,  and 
necessarily  by  increasing  the  demand  for  gold  in  redemption,  increasing 
its  value  as  compared  with  property  and  products. 

I  assume  that  all  believe  that  an  enlightened  self-interest  should 
govern  nations,  just  as  it  does  individuals,  and  that  the  iuterests  of 
nations  vary,  that  tiiere  is  no  fixed  rule  of  policy  that  should  govern 
all  nations  alike,  and  the  first  question  we  have  to  meet  is  this:  Is  it  to 
the  interest  of  the  United  States  that  gold  should  increase  in  value f 

The  nations  of  the  world  are  divided  into  two  classes — creditor 
nations  and  debtor  nations.  When  I  speak  of  creditor  nations  I  do 
not  mean  that  the  government  of  such  a  nation  occupies  toward  other 
nations  or  toward  individuals  the  position  of  a  creditor.  I  mean  that 
the  people  of  that  nation  in  their  relations  with  the  people  of  other  coun- 
tries have  the  general  relation  of  creditors.  In  this  view  England  can 
be  called  a  creditor  nation,  for  almost  all  our  enterprises  and  almost 
all  the  national  governments  of  the  world  owe  the  people  of  England 
vast  sums  of  money.  So,  also,  the  United  States  may  be  called  a 
debtor  nation.  It  is  a  debtor  nation  in  two  respects — the  Government 
itself  owes  large  sums  of  money  upon  bonds,  and  our  various  enter- 
prises, both  individual  and  corporate,  owe  still  larger  sums  abroad. 
So  that  the  United  States  is  justly  called  the  greatest  debtor  nation  of 
the  world. 

Now,  what  is  the  interest  of  a  creditor  nation  which  has  its  money 
loaned  out  to  other  countries  on  timef  It  is  to  make  money  more 
scarce  and  more  valuable,  so  that  it  may  increase  every  day  and  month 
and  year  in  its  value,  in  its  purchasing  power,  and  in  that  way  com- 
mand more  of  the  products  and  more  of  the  commodities  with  which 
the  people  of  the  debtor  nations  for  the  most  part  pay  their  debts. 

What  is  the  interest  of  a  debtor  nation?  Not  that  money  shall 
dex)reciate  in  value,  for  any  policy  that  would  bring  that  about  might 
be  termed  dishonest,  but  to  keep  the  money  stable  in  value,  so  that  the 
debtor  nation  or  debtor  enterprises  will  not  be  compelled  to  surrender 
more  of  products  and  more  of  commodities  in  order  to  pay  the  interest 
and  principal  of  debts. 

These  two  classes  of  nations,  then,  are  represented  by  England  and 
the  United  States,  and  the  question  is  whether  the  same  monetaxy 
policy  should  govern  both  where  their  interests  are  so  diverse. 

CREDITOR  NATIONS. 

In  reviewing  the  nations  of  the  world,  we  find  that  there  are  very  few 
creditor  nations,  and  they  are  principally  England,  Germany,  and 
France,  for  Belgium  and  Holland  do  not  figure  largely  in  international 
transactions.  Look  on  the  map  and  see  how  small  a  space  those  three 
creditor  nations  occupy  as  compared  with  the  other  countries  of  Europe, 
Asia,  Africa,  and  America,  all  of  which  are  debtor  and  producing 
nations.  France  is  not  a  creditor  nation  in  the  same  degree  as  the  other 
countries  are,  because  she  concerns  herself  chiefly  with  domestic  affairs 
and  engages  little  in  international  enterprise.  The  two  great  creditor 
natiqns  of  the  world  are  England  and  Germany.  Through  their  manu- 
factures and  commerce  their  people  have  derived  profit  from  the  whole 
world.  They  have  sent  their  ships  to  every  sea,  their  agents  into  every 
country  and  clime,  to  sell  their  manufactured  goods.    From  their  x)rofits 
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they  have  apccumnlated  large  sums  of  money,  which  they  loan  to  enter- 
prises of  other  nations  upon  bond  and  mortgage.  There  is  hardly  a 
people  in  the  world  that  does  not  owe  these  two  countries  large  sums 
of  money.  There  is  probably  no  people  in  the  world  that  they  owe 
money  to.    Whatever  debt  they  owe  is  mainly  held  by  their  own  people. 

SCABCITY  OF  GOLD. 

These  people  then  have  accumulated  almost  all  the  gold  of  the  world, 
and  gold  is  very  limited  in  quantity.  Four  billion  dollars  of  gold  con- 
stitute the  accumulations  of  the  world.  That  seems  a  large  sum,  but  let 
us  reduce  it  to  cubic  dimensions.  It  is  an  uncontested  and  incontestable 
fact  that  all  of  the  gold  coin  of  the  world,  if  melted  into  a  solid  mass, 
would  make  a  cube  of  22  feet;  in  other  words  would  fill  a  space  22  feet 
long,  22  feet  wide,  and  22  feet  high,  a  space  little  larger  than  the  ordi- 
nary guest's  chamber  of  one  of  our  leading  hotels. 

Where  is  this  gold  located?  We  refer  to  the  statistical  report  of  our 
Mint  Director,  and  we  find  that  to-day  two  billions,  one-half  of  the 
accumulated  supply,  is  located  in  England,  France,  and  Germany, 
and  the  other  two  billions  is  scattered  over  the  rest  of  the  world,  but 
is  tied  to  these  countries  by  the  strings  of  bond  and  mortgage,  so  that 
it  can  be  withdrawn  at  any  time  by  the  action  of  the  creditor  nations 
through  the  sale  of  securities  in  the  country  that  has  issued  them. 

THE   GOLD  TRUST. 

This  is  the  age  of  trusts  and  combines.  The  prevailing  idea  is  to 
control  some  product,  limit  its  production,  raise  the  price  and  make  a 
profit.  The  scarcer  the  thing  monopolized,  the  more  efiScient  is  the 
trust  or  combination.  Throughout  the  ages  nature  has  only  yielded 
enough  gold,  in  visible  form  to-day  in  the  shape  of  money,  to  fill  a  cube 
of  22  feet.  What  more  favorable  subject  could  there  be  for  a  combine 
or  trust  than  gold  f  And  who  would  organize  such  a  trust  t  The  people 
who  own  the  gold.  And  how  would  they  make  that  combination 
effective ?  Not  by  limiting  the  production  of  gold,  because  that  is  lim- 
ited enough,  but  by  destroying  the  use  of  its  only  competitor,  silver, 
which,  throughout  the  ages,  and  until  1873,  stood  with  gold  as  one  of 
the  acknowledged  money  metals.  The  production  of  money  was  to  be 
limited  by  the  destruction  of  the  use  of  silver  through  legal  enactment 
by  denying  it  coinage  and  legal-tender  quality.  And  this  the  United 
States,  persuaded  by  some  occult  influence,  proceeded  to  do  in  1873. 

At  that  time  specie  payments  were  suspended,  as  they  had  been  during 
the  entire  war,  and  there  was  no  accumulated  stock  of  either  gold  or 
silver  in  the  country.  Yet  our  country  led  the  crusade  of  the  debtor 
nations  against  silver;  and,  though  Providence  had  exposed  her  richest 
silver  treasures  as  a  means  with  which  to  pay  our  great  debt  contracted 
during  the  war,  this  country,  owning  no  gold,  having  no  interest  in  the 
gold  trust,  but  the  greatest  producer  of  silver  in  the  world,  the  greatest 
debtor  in  the  world,  owing  debts  which  it  had  obligated  itself  to  pay 
in  coin,  either  gold  or  silver,  absolutely  denied  itself— at  a  time,  too, 
when  the  silver  in  the  silver  dollar  was  worth  3  cents  more  than  the 
gold  in  the  gold  dollar — the  power  to  use  its  silver  mines,  and  not  only 
destroyed  the  legal-tender  quality  of  the  existing  silver  coin,  but  denied 
silver  bullion  admission  to  its  mints,  so  that  not  an  ounce  of  silver  could 
be  turned  into  legal-tender  coin.  We  thus  became  the  greatest  custo- 
mer in  the  world  of  the  gold  trust,  and  the  result  has  been  the  accumu- 
lation of  a  foreign  debt  uuequaled  in  the  history  of  the  world. 
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EFFECT  OF  LIMITING  MONEY  SUPPLY. 

What  is  the  effect  when  you  diminish  the  money  supply  of  the  world  t 
The  old  rule  of  supply  and  demand  applies.  If  you  diminish  the  sup- 
ply while  the  demand  remains  the  same,  you  increase  the  value  of 
every  unit  of  the  thing  supplied.  Recollect  that  there  is  a  universal 
demand  for  money.  Money  is  not  only  a  measure  of  value,  but  it  is  a 
medium  of  exchange,  and  it  differs  from  all  other  standards  in  that 
particular.  It  is  the  thing  itself  that  is  exchanged  for  all  other  com- 
modities, products,  and  properties. 

When  you  measure  a  yard  of  silk  with  a  yardstick,  you  never  give  a 
yardstick  for  the  yard  of  silk.  When  you  measure  a  bushel  of  potatoes 
in  a  bushel  measure,  you  never  give  the  bushel  measure  for  the  pota- 
toes. Both  are  simply  standards  of  measure.  But  tlie  dollar  is  not 
only  the  standard  of  value,  it  is  the  thing  itself  that  is  exchanged  for 
all  other  things,  and  it  is  the  thing  that  everybody  is  seeking  for  as 
the  universal  solvent. 

So  a  trust  with  reference  to  money  involves  not  only  the  control  of 
its  value,  but  the  value  of  every  other  thing  in  the  world  for  which  it  ia 
exchanged.  Hence  the  effect  of  the  limitation  of  quantity  in  money  is 
to  increase  the  value  of  every  unit  of  that  money  aud  to  diminish  the 
value  or  price  of  everything  for  which  it  is  exchanged. 

And  so,  in  1873,  we  entered  upon  an  era  of  low  prices.  It  is  true 
that  the  force  of  our  original  action  was  broken  by  the  passage  of  the 
Bland  Act  and  of  the  Sherman  Act,  both  of  which  delayed  the  effects 
of  monetary  contraction  by  increasing  tne  use  of  silver,  and  thus  stay- 
ing the  appreciation  of  gold.  But  with  the  repeal  of  the  Sherman  Act 
in  1893  came  the  final  blow,  and  since  then  we  have  been  enjoying  the 
gold  standard  in  all  its  perfection;  high  gold,  low  prices;  increased 
debts,  diminished  values  of  the  products  and  property  with  which  we 
pay  debts. 

POWER  OF  aOLD  TRUST  INCREASING. 

Meanwhile  the  gold  trust  is  extending  the  area  of  its  power.  The 
single  gold  standard  gives  to  creditor  nations  the  control  of  almost  all 
the  credits  of  the  world,  and  they  impose  upon  every  country  that  deals 
with  them  the  gold  standard  as  the  price  and  the  consideration  of 
loans.  They  have  imposed  it  on  Brazil  and  Chile  recently.  What  will 
this  mean  if  carried  out  to  its  ultimate  result?  Why,  that  every  unit  of 
gold  will  go  up  higher  and  higher,  and  every  unit  of  property  will  go 
lower  and  lower.  And  when  the  process  of  liquidation  comes,  you  will 
find  the  ultimate  ownership  of  the  gold  and  the  ultimate  ownership  of 
most  of  the  enterprises  of  the  world  in  England  and  Germany.  A  gen- 
eral liquidation  of  that  kind  is,  of  course,  well-nigh  impossible,  for  the 
victims  of  the  gold  trust  would  break  the  bonds  that  bind  them.  But 
the  contemplation  of  such  possibilities  illustrates  the  force  and  tend- 
ency of  this  gold  movement. 

INCREASED  PRODUCTION  OF  GOLD. 

But  we  are  told  that  the  production  of  gold  is  largely  increasing,  aud 
that  that  will  make  up  for  the  destruction  of  silver  as  money.  It  is 
true,  it  has  increased,  for  everybody  is  searching  for  it.  But  the  pro- 
duction is  by  no  means  commensurate  with  the  wants  of  the  world. 
More  than  half  of  the  current  gold  production  is  absorbed  in  dentistry 
and  the  arts,  and  the  remaining  portion  applicable  for  coinage  will  not 
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make  up  for  the  tremeudous  destraction  in  the  valae  of  silver  caused 
by  its  disuse  and  the  results  occasioued  by  the  dislocation  in  exchange 
between  gold  and  silver  standard  countries. 

The  weak  point  in  the  contention  of  our  adversaries  is  their  assump- 
tion that  the  current  production  of  gold  goes  into  money.  On  the  con- 
trary, the  most  of  it  goes  into  ornamentation,  the  arts,  and  dentistry. 
It  is  true  that  gold  has  been  increasing  in  production  until  it  has  now 
reached  the  Jarge  sum  of  $200,000,000  annually,  but  very  little  of  this 
goes  into  coin.  Most  of  it  goes  into  other  uses,  and  is  hence  as  unavail- 
able for  money  as  are  diamonds  or  pearls. 

Over  twenty  years  ago  Senator  Sherman  calculated  that  the  world's 
stock  of  gold  coin  was  three  billions  and  a  half.  The  recent  investiga- 
tions of  eminent  statisficians,  supplemented  by  the  investigations  of 
our  own  Mint  Director,  have  established  the  fact  that  the  present  stock 
of  gold  coin  in  the  world  is  only  a  little  above  four  billions.  In  other 
words,  in  twenty  years  the  total  world's  stock  of  gold  coin  has  increased 
only  five  hundred  millions,  or  about  twenty-five  millions  a  year,  thus 
proving  conclusively  that  the  major  part  of  the  current  production 
does  not  go  into  the  shape  of  coin.  Gold  once  used  for  ornamentation, 
in  the  arts,  or  in  dentistry  never  goes  back  into  coin,  whilst  millions  of 
dollars  of  coin  are  melted  and  turned  into  these  use3- 

CREDIT  vs.  METALLIC  MONEY. 

Another  weak  point  in  the  contention  of  our  adversaries  is  their 
assumption  that  the  use  of  credit  has  in  a  large  measure  driven  out  the 
use  of  metallic  money.  No  greater  mistake  can  be  made.  It  is  true 
that  the  use  of  credits  and  of  credit  devices  has  largely  expanded,  but 
this  only  proves  that  credit  and  credit  devices  are  used  more,  not  that 
metallic  money  is  used  less. 

The  form  of  the  use  has  somewhat  changed.  Warehouse  receipts  for 
money  in  the  shape  of  checks  and  drafts  and  bills  of  exchange  are  now 
used  in  effecting  transfers,  instead  of  actual  coin,  but  it  must  be  recol- 
lected that  these  warehouse  receipts  are  calls  for  actual  coin,  and  you 
might  as  well  say  that  the  use  of  warehouse  receipts  for  wheat  does 
away  with  the  use  of  the  wheat  as  to  say  that  the  use  of  checks  and 
drafts  does  away  with  the  use  of  money.  The  form  of  the  use  has  also 
varied  in  this,  that  instead  of  physically  using  coin  in  the  exchanges  it 
is  now  largely  used  as  the  basis  of  credit,  and  is  held  in  our  banking 
institutions  as  reserves.  For  instance,  it  is  estimated  that  the  total 
amount  of  deposits  in  all  the  banks  and  trust  companies  of  this  country 
amount  to  $5,000,000,000.  These  deposits  are  in  the  shape  of  gold 
demands,  which  the  bank  must  respond  to  at  any  moment.  To  meet 
them,  the  banks  must  maintain  reserves  varying  in  amount  according 
to  the  conservatism  of  the  particular  bank.  Such  reserves  ought  to  be 
at  least  25  per  cent  of  the  deposits,  and  assuming  that  all  legal-tender 
paper  loney,  such  as  greenbacks,  is  retired,  the  metallic  reserves,  of  the 
banks  alone,  outside  of  the  money  in  the  pockets  of  the  people  should 
amount  to  about  $1,250,000,000. 

This  alone  would  require  more  metallic  money  than  exists  to-day  in 
this  country  in  the  shape  of  both  gold  and  silver,  without  taking  into 
consideration  the  large  amount  of  money  that  would  be  required  for 
the  pocket  money  of  the  people.  The  average  man  who  reads  of  these 
large  reserves  in  the  bank  vaults  regards  them  as  so  much  unutilized 
money  awaiting  investment,  oblivions  of  the  fact  that  they  stand  there 
as  the  representative  of,  and  the  security  for,  the  deposits,  aggregating 
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many  times  tbeir  amoaiit  already  loaned  out  by  the  banks  on  time  and, 
demand  pax>er.  It  is  safe  to  say  that  the  expanding  system  of  credit 
requires  more  coin  than  the  old  system  of  ready  money,  for  an  expand- 
ing credit  requires  a  constantly  increasing  reserve  of  coin. 

OUB  NATIONAL   MONEY   SYSTEM. 

It  is  estimated  that  we  have  in  this  country  about  sixteen  hundred 
million  dollars,  of  which  about  one-third  is  gold,  one-third  silver,  rep- 
resented partly  by  silver  certificates  and  Sherman  notes,  and  one-third 
paper  money,  rei)resented  by  national-bank  notes  and  greenbacks.  We 
have  all  of  us  come  to  the  conclusion  that  some  monetary  legislation  is 
required. 

I  do  not  propose  to  enter  into  the  discussion  of  any  particular  bill, 
but  it  is  safe  to  say  that  the  legislation  presented  before  this  committee 
involves,  in  the  main,  that  the  Government  should  go  out  of  the  bank- 
ing business,  or,  in  other  words,  that  it  should  retire  its  greenbacks. 
They  are  said  to  constitute  the  endless  chain  by  means  of  which  gold 
is  drawn  out  of  the  Treasury  of  the  United  States,  and  it  is  insisted 
that  so  long  as  this  system  continues  bond  issues  will  also  continue. 
This  involves  the  determination  at  the  very  outset  as  to  whether  all 
the  Government  demand  notes,  as  greenbacks  are  called,  shall  be 
redeemed  in  gold  alone,  and  whether  or  not  their  retirement  will  put 
an  end  to  the  drain  of  the  Treasury. 

We  find  upon  inquiry  that  it  will  not,  for,  according  to  the  construc- 
tion put  by  the  Treasury  Department,  both  under  Mr.  Harrison's  and 
Mr.  Cleveland's  Administrations,  upon  the  law  imposing  upon  the  Gov- 
ernment the  duty  of  maintaining  the  parity  between  the  two  metals, 
the  redemption  of  the  Sherman  notes  is  required  in  gold,  and  after 
they  are  retired  we  are  told  that  the  silver  certificates  must  be  redeemed 
in  gold,  and  after  they  are  retired  we  are  also  told  that  the  silver  coin 
itself  shall  be  redeemed  in  gold.  It  is  not  necessary  to  inquire  into  the 
methods  by  which  gold  redemption  is  to  be  made  of  all  the  various  forms 
of  alleged  credit  money,  including  silver.  It  is  sufficient  to  say  that 
under  the  construction  placed  upon  the  parity  clause  by  both  the  Demo- 
cratic and  Republican  Administrations,  the  Government  can  never  be 
taken  out  of  the  banking  business  until  $1,000,000,000  of  money,  repre- 
sented by  greenbacks.  Treasury  notes,  and  silver  certificates,  and  silver 
itself,  is  redeemed  in  gold. 

The  pursuit  of  this  policy,  therefore,  necessarily  eliminates  silver 
entirely  from  our  currency,  for  if  silver  is  once  redeemed  in  gold,  it 
necessarily  follows  that  it  is  not  used  as  primary  money  in  any  sense. 
It  must  be  disposed  of,  and  we  will  of  course  realize  the  grave  results 
following  the  placing  of  over  $500,000,000  of  silver  as  a  commodity 
ui>on  the  world's  market.  If  the  silver  is  not  to  be  used  as  money  of 
redemption  it  is  useless  for  any  i)urposes,  and  might  as  well  be  gotten 
rid  of.  It  makes  no  difierence  whether  the  redemption  of  these  various 
forms  of  money  is  made  by  the  Government  itself,  or  current  redemp- 
tion is  made  by  banks  as  the  result  of  some  arrangement  by  which  they 
are  allowed  to  issue  paper  money.  The  result  will  be  the  same,  silver 
will  be  eliminated  from  the  currency  of  the  country. 

We  will  assume,  however,  that  by  some  process  greenba^^ks.  Treas- 
ury notes,  and  silver  certificates  are  retired,  that  the  banks  of  the 
country  are  allowed  to  issue  one  billion  of  paper  money  in  their  place. 
The  question  then  arises  as  to  the  redemption  of  this  paper  money.  I 
do  not  understand  that  anyone  contends  that  they  shall  be  allowed  to 
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issne  fiat  money.  If  this  paper  money  is  to  be  redeemed  in  gold  alone 
the  inquiry  naturally  arises  as  to  whether  the  banks  can  stand  the 
strain  any  better  than  the  Federal  Government  has,  and  if  it  is  to  be 
redeemed  in  either  silver  or  gold  the  inquiry  also  arises  why  should 
not  a  similar  privilege  be  given  to  the  Federal  Government.  Is  the 
credit  of  the  banks  any  better  than  that  of  the  Government,  and 
can  they  be  expected  to  stand  a  strain  which  the  Government  itself  has 
found  it  hard  to  endure  f 

GOLD  BEDEMPTION. 

If  the  bank  notes  are  to  be  redeemed  in  gold  alone,  as  many  contend, 
the  inquiry  naturally  arises  as  to  what  reserves  should  be  kept  as  a 
safety  fund  for  their  redemption.  The  prevailing  idea  of  the  friends  of 
bank  currency  in  this  committee  seems  to  be  that  a  redemption  fiiud  of 
5  per  cent  is  ample,  and  yet  in  the  case  of  the  United  States  Govern- 
ment we  have  found  that  a  redemption  fund  of  33^  per  cent  has  melted 
away  during  the  past  four  years.  Will  any  sane  man  contend,  in  the 
light  of  such  an  experience,  that  a  redemption  ftindof  5  per  cent  would 
be  sufficient  f  How  long  would  a  redemption  fund  of  850,000,000  last 
for  the  redemption  of  one  billion  of  bank  currency  in  existing  trade 
conditions  f  For  years  the  balance  of  trade  has  been  against  us,  princi- 
pally because  of  the  low  prices  of  our  farm  products,  which  used  to  pay 
foreign  demands  against  us  and  leave  us  a  balance,  and  which  now, 
because  of  reduced  values,  are  insufficient  for  that  purpose,  causing  the 
balance  of  trade  to  be  against  us.  If  an  unfavorable  balance  con- 
tinues to  exist — and  that  must  be  the  case  so  long  as  the  agricultural 
depression  lasts — gold  will  be  demanded  for  export,  and  if  the  Govern- 
ment is  out  of  the  banking  business  the  banks  will  have  to  furnish  it, 
and  bank  notes  will  be  presented  for  redemption  in  gold  just  as  green- 
backs have  been  during  the  past  three  years.  - 

Kow,  I  contend  that  the  banks  have  enough  to  do  in  meeting  the 
claims  of  their  depositors.  The  business  of  a  bank  consists  in  bor- 
rowing of  the  money  of  its  depositors  on  call  and  loaning  it  on  time. 
This  business  is  in  itself  a  dangerous  business  except  in  times  of 
extraordinary  tranquillity.  The  bank  gambles  upon  the  prospect  that 
its  depositors  will  not  all  at  the  same  time  call  for  the  money,  and  hence 
loans  on  time,  of  greater  or  less  length,  three-fourths  of  its  dex)Osit- 
ors'  money,  retaining  about  one-fourth  as  a  reserve.  When  you  impose 
upon  the  bank  the  additional  obligation  of  a  lot  of  call  notes  for  gold, 
redeemable  on  demand,  do  you  not  impose  upon  it  a  strain  which  it  will 
be  impossible  for  it  to  bear!  Will  not  every  depositor  in  the  country 
be  watching  the  gold  reserve  of  his  bank  just  as  people  generally  have 
been  watching  the  gold  reserves  of  the  Government,  and  if  such  gold 
reserve  falls  for  a  moment  below  what  is  regarded  as  the  line  of  safety, 
will  not  the  fall  precipitate  a  run  upon  the  bank  by  both  depositor  and 
note  holder,  and  will  not  the  danger  of  financial  cyclones  be  thus 
increased! 

When  we  review  the  history  of  the  past  few  years,  the  numerous 
panics  and  semipanics  which  we  have  had,  it  is  amazing  that  any 
proposition  so  certain  to  result  in  a  sense  of  public  insecurity  should 
be  advanced  for  a  moment.  I  do  not  believe  that  any  bank  in  good 
standing  in  the  country  will  avail  itself  of  this  extraordinary  privi- 
lege, and  I  believe  that  any  bill  that  is  passed  providing  for  large 
issues  of  bank  paper  by  banks  will  be  totally  inoperative  because  of 
the  unwillingness  of  solvent  banks  to  subject  themselves  to  such  a  risk. 
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WHAT  KIND  OP  MONEY  WILL  THIS  BE? 

Is  the  paper  so  issued  to  be  a  ]egal  tender  f  No.  Is  it  to  be  a  debt 
satisfierf  No.  It  is  mere  eonfidence  money,  useful  for  no  other  par- 
pose  save  to  expand  the  akeady  largely  expanded  volume  of  credit. 
If  a  depositor  deposits  such  bank  paper,  his  deposit  runs  in  dollars,  and 
he  can  refuse  to  receive  it  when  he  withdraws  his  deposit.  If  a  man 
borrows  from  a  bank  and  is  paid  in  such  currency  and  gives  his  prom- 
issory note  for  the  amount  loaned,  the  bank  can  refuse  to  receive  such 
currency  in  payment  of  its  loan.  To  call  it  money  is  a  misnomer.  A 
bank  note  is  simply  an  engraved  promissory  note  of  a  bank  without 
interest. 

WHERE  WILL   THE  BANKS   GET   GOLD  FOB  REDEMPTION  f 

The  next  inquiry  is  as  to  where  and  how  the  banks  will  get  gold  for 
redemption.  This  involves  an  inquiry  as  to  the  probable  needs  of  this 
country  for  gold  in  case  it  establishes  irretrievably  the  gold  standard 
and  silver  is  eliminated  fix>m  our  currency. 

As  already  said,  the  bank  and  trust  company  deposits  of  this  country 
amount  to  about  $5,000,000,000.  These  deposits  are  loaned  out  It 
will  hardly  be  contended  that  banks  can  safely  get  along  with  less 
reserve  than  25  per  cent  of  their  deposits.  For  the  security  of  their 
depositors,  therefore,  the  banks  should  hold  $1,250,000,000  in  gold,  and 
for  the  security  of  their  note  issues,  aggregating  according  to  present 
views  a  possibility  of  $1,000,000,000  in  issue,  a  redemption  fund  of  5 
per  cent,  amounting  to  $50,000,000  more,  would  be  needed,  $1,300,000,000 
in  all  in  gold,  nearly  one-third  of  the  existing  stock  of  gold  coin  in  the 
world.  Where  will  you  get  this  gold?  We  now  have,  according  to 
our  Mint  Director,  about  $600,000,000  of  gold  in  this  country;  where 
will  we  get  $700,000,000  more? 

The  friends  of  the  gold  standard  insist  that  gold  can  always  be 
secured,  but  where  shall  we  go!  To  England,  France,  and  Germany! 
The  answer  comes  that  they  already  have  one-half  of  the  gold  of  the 
world.  But  they  need  $2,000,000,000  at  least  for  their  reserves,  and  they 
view  with  alarm  any  exodus  of  gold  which  diminishes  these  reserves. 
The  exports  of  a  few  millions  of  gold  to  this  country  more  than  the 
usual  amount  immediately  causes  a  rise  in  the  rate  of  discount  in  the 
Bank  of  England  so  as  to  check  the  flow.  And  if  England,  France, 
and  Germany  require  two  billions  of  gold,  and  this  country  requires 
$1,300,000,000  of  gold,  how  will  the  other  seven  hundred  millions  do  for 
the  rest  of  the  world  !  Will  this  be  sufficient  for  all  the  other  countries 
of  Europe — for  Russia,  Austria,  Italy,  Spain,  Portugal,  and  the  other 
countries  of  Europe  as  well  as  Asia,  Africa,  South  America,  Oentral 
America,  Japan  and  the  islands  of  the  ocean  f  And  while  we  are  strug- 
gling to  get  these  other  seven  hundred  millions  of  gold  what  effect  will 
it  have  upon  Eussia  and  Austria,  both  of  which  countries  are  now  strug- 
gling to  get  upon  the  gold  standard,  both  of  which  have  accumulate 
large  sums  of  gold  in  their  treasuries,  and  both  of  which  are  afraid  to 
make  gold  redemption  of  their  uncovered  paper  money  lest  the  gold 
should  slip  out  of  their  boundaries  like  water  out  of  a  sieve  f 

What  becomes  of  this  great  movement  of  civilization  toward  the 
gold  standard;  if  England,  France,  and  Grermany,  with  a  population 
of  only  one-tenth  of  the  world's  population,  demands  one-half  of  the 
gold  of  the  world,  and  America,  with  a  population  of  only  one-twenti- 
eth of  the  world's  population,  demands  one-third  of  the  gold  of  the 
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world?  Take  the  Mint  Director's  report  as  to  the  gold  stocks  in  the 
various  countries  of  the  world;  look  on  the  map  of  the  world  and  view 
vast  countries  with  vast  populations  struggling  for  the  possession  of 
gold,  then  tell  me  where,  when,  and  how  the  United  States  can  add 
seven  hundred  millions  to  its  existing  stock  of  gold? 

CBAZY  INFLATION. 

This  suggestion  of  a  bank  currency  which  is  to  take  the  place  of  the 
paper  issues  of  the  G-overnment  involves  the  craziest  inflation,  an  infla- 
tion which  has  no  parallel'in  history,  and  which  stands  condemned  by 
the  experience  of  all  mankind.  An  examination  of  the  world's  stock 
of  money,  as  shown  by  the  Mint  Director's  report,  discloses  the  fact 
that  the  world's  money  consists  of  about  $4,000,000,000  of  gold, 
$4,000^000,000  of  silver,  and  $2,500,000,000  of  uncovered  paper  money. 
Upon  inquiry  we  find  that  the  countries  which  issue  the  least  uncov- 
ered paper  money  are  the  countries  that  have  the  best  credit.  The 
total  uncovered  paper  issues  of  England,  France,  and  Germany  com- 
bined are  less  than  the  uncovered  paper  money  of  the  United  States; 
and  an  examination  also  discloses  that  the  only  debtor  nation  in  the 
world  which  has  been  able  to  keep  its  paper  money  at  a  par  with  gold 
is  the  United  States,  and  we  have  only  been  able  to  do  so  during  the 
past  few  years  by  large  bond  issues. 

Russia  has  over  five  hundred  millions  of  paper  money  at  a  very  heavy 
discount,  and  no  redemption  is  made,  thougli  Itussia  has  been  attempt- 
ing for  years  to  get  sufficient  gold  on  hand  to  make  a  gold  redemption. 
So  also  with  Austria.  Austria,  according  to  the  Mint  Director's 
report,  has  over  $204,(HK),000  of  uncovered  paper  money,  also  at  a  heavy 
discount.  So  also  with  Italy,  Spain,  and  Portugal.  There  is  not  a 
single  debtor  nation  in  the  world  that  is  on  the  gold  standard  that  is 
able  to  make  gold  redemption  except  the  United  States;  and  yet,  in  the 
face  of  this  experience,  with  this  large  amount  of  uncovered  paper 
money  in  circulation  in  the  world,  of  which  only  a  small  proportion 
stands  upon  a  parity  with  gold,  we  are  told  that  we  should  add  to  the 
uncovered  paper  money  of  this  country  and  trust  to  the  banks  for  the 
supply  of  sufficient  paper  currency. 

BBDBMPTION  IN  SILVER. 

It  is  clear  that  this  country  can  not  expect  to  obtain  sufficient  gold 
for  its  bank  reserves  and  note  reserves,  and  we  will  therefore  assume 
that  by  some  process  the  Government  issues  are  all  retired  and  that 
gold  and  silver  coin  are  in  actual  circulation  or  used  as  reserve  by  the 
banks,  and  that  bank  paper  is  also  in  circulation,  of  which  redemption 
can  be  made  either  in  silver  or  in  gold.  What  will  be  the  effect  of  this 
upon  the  finances  of  the  country?  This  assumes  that  no  eflbrtis  made 
by  increasing  the  coinage  of  silver  to  restore  its  parity  with  gold,  but 
that  the  present  dislocation  between  the  market  value  of  silver  and  its 
coinage  value  coTitinues  to  exist.  I  think  it  is  safe  to  say  that  in  that 
case  you  would  find  the  banks  of  the  country  divided  into  two  classes, 
one  class  composed  of  banks  that  make  redemption  of  their  paper  money 
in  gold,  and  others,  less  fortunate,  compelled  by  the  scarcity  of  gold  to 
make  their  redemption  in  silver.  If  silver  were  restored  to  its  parity 
with  gold,  no  discredit  would  attach  to  the  bank  that  paid  silver;  but 
so  long  as  the  present  disparity  exists,  with  the  present  education  of 
the  people  tending  to  the  discredit  of  silver,  the  most  unfortunate 
results  would  follow.    The  gold  reserves  of  the  banks  would  be  watched. 
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Banks  would  endeavor  to  secnre  favor  with  depositors  by  securing  as 
mach  gold  as  possible,  and  as  there  would  not  be  enough  to  go  around, 
some  would  fail  in  getting  sufficient  gold,  and  so  the  runs  of  note- 
holders and  depositors  would  be  precipitated. 

BESTOBATION  OF  PARITY. 

The  restoration  of  the  parity,  then,  between  silver  and  gold  is  of 
supreme  importance.  It  is  doubtful  whether  a  bimetallic  system  can 
be  successful  which  does  not  maintain  the  market  value  of  the  two 
metals  upon  an  equality  with  their  coinage  value,  and  inasmuch  as  we 
have  at  this  day,  according  to  the  Mint  Director's  report,  $416,00(),000 
of  uncovered  paper  money,  money  not  backed  by  either  silver  or  gold, 
would  it  not  be  better,  instead  of  legislating  so  as  to  increase  the  vol- 
ume of  this  uncovered  paper  money,  t.o  diminish  it  and  to  substitute 
for  it  new  silver  taken  from  the  mines,  the  very  consumption  of  which 
would  raise  the  market  value  of  silver  and  tend  to  restore  the  old 
equality? 

It  is  admitted  that  we  have  need  of  at  least  as  many  monetary  units 
in  this  country  as  we  have  now.  Why  not  retire  credit  money  in  the 
shape  of  greenbacks  and  national-bank  notes  and  fill  its  place  with 
silver?  This  would  not  result  in  inflation,  for  after  the  substitution 
was  made,  we  would  have  no  more  monetary  units  than  we  have  now. 
But  do  we  not  require  more  monetary  units f  Our  population  is  increas- 
ing at  the  rate  of  about  3,000,000  per  annum.  In  order  to  maintain  the 
existing  per  capita  we  need  about  $60,000,000  or  $70,000,000  of  new 
money  per  annum.  But  is  the  present  per  capita  sufficient?  It  is 
true  that  England  gets  along  with  a  per  capita  of  about  $20;  but  it 
must  be  recollected  that  her  population  is  confined  within  a  very 
small  area;  th<at  the  exchanges  are  easily  made  between  communities 
and  individuals,  while  we  have  a  vast  country  over  which  to  make  our 
exchanges.  On  the  other  hand,  France  has  a  per  capita  of  about  $40. 
Would  it  not  be  wise  for  us  to  adopt  a  medium  between  the  two  and 
make  our  per  capita  about  $30,  which,  in  itself,  would  involve  the  crea- 
tion of  about  $100,000,000  per  annum  for  the  next  five  years.  So  that 
here  we  have  a  i)os8ible  demand  for  new  metallic  money  in  this  country 
aggregating  over  $200,000,000  for  the  period  of  at  least  five  years;  this 
operating  upon  an  existing  current  production  of  $200,000,000,  all  of 
which  is  absorbed  in  current  uses,  would  speedily  restore  the  old  parity, 
and  we  would  then  have  a  gold  dollar  worth  100  cents  in  silver  and  a 
silver  dollar  worth  100  cents  in  gold. 

VTHY  WE  SHOULD  FAVOB  SILVER. 

If  there  were  no  other  considerations  than  those  I  have  mentioned, 
viz,  the  scarcity  of  gold  and  the  danger  of  an  inflated  paper  currency, 
they  ought  to  be  sufficient  to  compel  us  to  favor  the  lull  restoration  of 
silver  as  a  comiietitive  money  metal  with  gold.  But  there  are  other 
considerations  which  should  impress  us  even  more  i>owerfully.  The 
demonetization  of  silver  has  had  two  effects — it  has  changed  the  money 
which  is  required  to  meet  the  increased  demands  of  our  population  and 
business,  and  it  has  also  stimulated  silver-standard  countries  in  compe- 
tition with  our  own  in  the  raising  of  cotton,  wheat,  and  other  farm  prod- 
ucts, and  this  will  soon  be  followed  by  a  manufacturing  competition 
which  will  be  as  destructive  to  the  I^ew  England  and  Middle  States 
as  the  agricultural  competition  has  been  to  the  Western  and  Southern 
States. 
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EASTERN  PROSPEEITT — WESTERN  UNREST, 

The  New  England  and  Middle  States,  in  which  the  manufacturing  of 
the  country  is  mostly  concentrated,  regard  the  years  1890,  1891,  and 
1892  as  the  period  of  high-water  mark  in  their  prosperity  during  the 
past  twenty  years,  and  they  attribute  it  to  the  benign  influences  of  the 
McKinley  Act,  which  gave  them  the  monopoly  of  our  home  market. 
But  we  find  during  these  very  years,  and  for  a  long  time  prior,  there  was 
great  unrest  in  the  agricultural  regions  of  the  country:  so  much  so  that 
in  1890  many  of  the  Korthwesteru  States,  which  had  been  loyal  and 
devoted  to  the  Republican  party  ever  since  they  were  organized  as 
States,  revolted,  and  followed  it  up  in  1892  by  a  general  revolt,  which 
included  almost  every  State,  I  believe,  west  of  the  Missouri — States 
which  up  to  that  time  had  uniformly  acted  with  the  Kepublican  party 
and  for  the  protective  policy.  There  coexisted,  then,  a  period  of  such 
prosperity  in  the  New  England  and  Middle  States  from  1890  to  1892  as 
to  deserve  the  term  of  high- water  mark,  and  a  period  of  such  dissatis- 
faction and  unrest  elsewhere  that  the  Northwestern  States,  which  had 
been  devoted  to  the  policy  of  protection  and  loyal  to  it  ever  since  their 
organization,  threw  themselves  in  line  with  the  Democratic  party,  the 
traditional  enemy  of  that  policy. 

That  very  condition  of  political  unrest,  which  still  exists,  indicates  a 
distress  that  is  striking  out  almost  blindly  for  relief,  and  its  cause  rests 
on  conditions  existing  prior  to  1893,  though  intensified  since,  and  can 
not  be  found  in  the  tariff  revolution  which  occurred  subsequently. 

Now,  first,  what  is  the  area  of  greatest  distress,  and  how  are  the  dif- 
ferent sections  of  that  area  related  together  in  their  community  of 
suffering? 

W^ESTERN   AND   SOUTHERN  DISTRESS. 

I  think  a  fair  indication  of  the  distress  of  any  part  of  the  country  is 
to  be  found  in  the  condition  of  its  railroads.  Now,  these  railroads 
which  have  gone  into  the  hands  of  receivers  since  1893  embrace  over 
one-fourth  of  the  mileage  of  the  entire  country,  sind  you  will  observe 
that  they  are  confined  almost  exclusively  to  the  mining  regions,  the 
wheat-growing  regions,  and  the  cotton  regions. 

The  mining  region  of  the  country  embraces  nearly  one-third  the  area 
of  the  country.  It  embraces  six  States  and  three  Territories.  You 
also  find  the  Southern  States,  which  constitute  the  cotton-growing  belt; 
in  the  area  of  distress.  So  it  is  fair  to  assume  that  the  great  distress 
in  the  mining  regions  and  wheat  growing  and  cotton-growing  regions 
has  b.een  caused  by  a  decline  in  these  industries,  which  affected  these 
railroads.  While  there  might  be  certain  evils  due  to  overcapitaliza- 
tion, they  existed  long  before  1893;  and  while  these  evils  had  some 
eff'ect,  yet  the  grej^t  and  prevailing  cause  was  that  the  products  of 
these  regions  so  declined  in  price  as  to  reduce  the  profits  of  the  rail- 
roads, and  hence  they  were  unable  to  pay  the  interest  upon  their  bonds 
and  went  into  the  hands  of  receivers.    (See  map  of  insolvent  railroads.) 

THE  MINING  REGION. 

Now,  first,  in  reference  to  the  mining  region.  You  will  find  that 
traversed  by  a  number  of  transcontinental  railroads — the  Union  Pacific, 
the  Northern  Pacific,  the  Oregon  Short  Line,  the  Atchison,  Topeka 
and  Santa  Fe,  the  Southern  Pacific  Railroad  system — all  systems  of 
immense  mileage,  the  stocks  and  bonds  of  which  are  either  owned  in 
the  New  England  and  Middle  States  or  abroad.    They  are  not  owned 
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by  the  people  of  the  region  through  which  they  pass.  All  of  these 
railroads  were  largely  dependent  upon  the  mining  industry.  They 
were  engaged  in  active  comi)etition  so  far  as  the  through  transcon- 
tinental business  was  concerned,  and  its  profit  was  very  small;  but 
the  paying  business  was  their  local  business — the  business  of  the 
mining  camp;  and  I  may  say  here  the  business  of  the  mining  camp 
was  per  capita  probably  the  most  lucrative  business  in  the  country. 
High  wages  were  paid  and  the  mode  of  life  was  liberal,  and  even 
extravagant. 

Now,  in  1893,  silver  mining  was  practically  suppressed  by  law  in  this 
country  by  prohibiting  the  miutage  of  the  product  of  our  mines,  and 
the  effect  was  felt  immediately,  not  simply  by  the  mining  industry,  but 
also  by  all  the  co-related  industries.  Silver  mining  is  the  basic  industry 
of  that  entire  region,  just  as  iron  and  coal  mining  are  the  basic  indus- 
tries of  Pennsylvania.  Silver  is  a  by-product  in  copper  mining  and 
'jonstitutes  an  element  of  profit,  and  sometimes  is  the  only  element  of 
l>rotit,  and  it  also  enters  into  the  profit  of  lead  mining.  Then  the  agri- 
cultural development  of  that  region  is  entirely  dependent  upon  the 
mines.  We  can  not  raise  agricultural  products  for  export  on  account 
of  the  high  cost  of  labor,  and  we  have  to  find  a  market  in  the  local 
surroundings. 

Now,  silver  mining  is  the  basic  industry  of  that  entire  region;  com- 
merce, agriculture,  banking,  transportation,  lead  mining,  copper  mining, 
all  being  related  to  it  and,  in  a  large  measure,  dependent  upon  it.  I 
remember  in  1893  when  the  repeal  of  the  Sherman  Act  was  under  con- 
sideration, that  I  then  predicted  that  within  thirty  days  after  the  rei>eal 
of  that  act  every  transcontinental  railroad,  with  the  exception  of  the 
Southern  Pacific  Eailroad,  would  be  in  the  hands  of  receivers,  and  I 
only  excluded  that  railroad  because  it  tapped  the  fertile  valleys  of 
California,  which  raise,  of  course,  products  of  a  very  high  value,  such 
as  fruits,  grapes,  raisins,  figs,  oranges,  etc.  Well,  the  pre<liction  warS 
verified,  for  within  sixty  days  I  think  every  one,  with  the  exception  of 
the  Southern  Pacific,  went  into  the  hands  of  receivers — the  Northern 
Pacific,  the  Union  Pacific,*  the  Oregon  Short  Line,  the  Central  Pacific, 
the  Atchison,  Topeka  and  Santo  Fe,  and  some  Colorado  roads  all  went 
into  the  hands  of  receivers. 

The  price  of  wheat  declined  from  1884,  when  the  farm  price  was 
J1.07  per  bushel,  to  63  cents  in  1893;  cotton  in  1884  was  10  cents,  and 
in  1893  or  1894  it  was  7  cents;  silver  in  1884  was  $1  an  ounce,  and  in 
1893, 72  cents,  and  since  then  it  has  gone  even  to  lower  figures;  and  so 
it  is  with  cotton  and  wheat.  In  1873,  when  the  process  of  demonetizing 
silver  commenced,  the  prices  of  all  these  i)roducts  were  much  higher 
than  in  1884.  Now,  what  has  caused  during  these  years  this  decline 
in  the  value  of  wheat  and  cotton!  We  can,  of  course,  understand 
what  has  caused  the  decline  in  the  value  of  silver — ^the  cessation  of  its 
use  accompanied,  unfortunately,  at  the  same  time  by  an  increased  pro- 
duction of  silver;  but  so  far  as  wheat  and  cotton  are  concerned,  what 
is  the  cause  of  their  decline?  And  if  we  get  at  that  we  will  find  what 
is  ti.e  cause  of  this  great  unrest  in  the  Western  and  Southern  regions 
in  the  past  years  upon  the  monetary  question.  We  find  that  while  the 
New  England  and  Middle  States  have  been  practically  secured  against 
the  disastrous  competition  of  the  cheap  labor  of  Europe,  that  the  South- 
ern and  Western  States  have  practically  during  the  past  twenty  years 
been  in  competition  in  tbe  markets  of  the  world  with  the  silver-stand- 
ard countries  of  the  world,  and  particularly  the  Oriental  countries — 
with  countries  that  either  have  a  silver  standard  or  a  paper  basis;  none 
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iiI>on  the  gold  standard.  I  think  that  accoants  for  the  difference  in  the 
prosperity  of  the  sections,  and  gives  the  reason  of  this  cry  of  distress 
which  comes  from  those  regions. 

THE  FORTUNATE  EAST. 

The  New  England  and  Middle  States  have  been  most  fortunate  in 
their  conditions.  The  country  throughout  all  these  years  has  believed 
in  protection.  It  has  put  around  the  country  a  wall  of  protection  which 
has  protected  the  manufacturing  industries  of  those  States.  They  have 
in  that  way  secured  a  monopoly  of  the  markets  of  this  country.  They 
made  large  profits  from  the  South  and  West,  which  have  been  drawn 
into  their  banks  and  into  their  trust  companies  and  then  loaned  out 
again  upon  bonds  and  mortgages  in  the  South  and  West,  so  that  grad- 
ually the  New  England  and  Middle  States  have  become  also  the  creditor 
States  of  the  Union  by  that  process,  and  they  did  not  feel  the  results 
of  increasing  distress  in  the  South  and  West  until  their  margin  of 
security  was  gone.  The  creditor  States  did  not  begin  to  feel  the  dis- 
tress that  was  felt  in  the  South  and  West  until  1893,  when  these  rail- 
roads went  into  the  hands  of  receivers,  and  then  they  found  they  had 
a  moneyed  interest  in  the  West  in  the  shai>e  of  bonds  and  stocks,  and 
they  also  had,  of  course,  through  their  insurance  companies  and  their 
loan  companies,  mortgages  throughout  the  entire  region,  and  when  the 
security  was  approaching  exhaustion  they  first  began  to  suffer. 

The  debtor,  you  must  admit,  suffers  first,  the  creditor  last.  The  debtor 
sufiers  the  longest  and  the  creditor  only  sufiers  when  his  margin  of 
security  is  gone.  So  that  there  was  a  period  of  distress  in  the  South 
and  West  commencing  many  years  ago  and  gradually  intensifying  with 
the  low  price  of  farm  products,  whereas  the  East,  as  a  creditor  section, 
did  not  begin  to  suffer  until  a  large  portion  of  its  margin  on  Western 
securities  was  gone.  As  these  Western  States  and  Southern  States 
have  to  compete  with  labor  throughout  the  world  in  the  Liverpool 
markets,  raising  as  they  do  an  exportable  surplus,  the  bushel  of  wheat 
and  the  pound  of  cotton  are  put  upon  the  auction  block  in  competition 
with  every  other  bushel  of  wheat  and  pound  of  cotton  in  the  world — 
and  you  all  know  the  familiar  rule  that  the  price  of  the  exportable  sur- 
plus fixes  the  value  of  the  whole — so  that  the  local  price  is  determined, 
of  course,  by  the  Liverpool  price.  Now,  what  have  been  the  conditions 
with  reference  to  the  sale  of  wheat  and  cotton  in  Liverpool! 

STIMULATED  PEODVOTION  IN   SILVER- STANDARD   COUNTRIES. 

We  find  that  as  silver  went  down  the  production  of  these  silver- 
standard  countries  increased.  It  increased  in  India,  and  in  Bussia, 
and  in  Argentina^  and  in  other  regions,  and  so  it  was  with  the  produc- 
tion of  cotton,  and  the  reasons  are  these:  The  wages  of  the  oriental 
countries  have  been  stationary  for  many  years.  The  people  of  those 
countries  are  very  conservative  and  make  very  little  change  in  their 
methods  and  habits  and  prices,  so  it  is  safe  to  say  that  within  certain 
limits  01  variation  within  the  past  twenty  years  the  ounce  of  silver  in 
these  oriental  and  silver- standard  countries  would  uniformly  buy  the 
same  amount  of  wheat,  or  cotton,  or  any  natural  product,  or  of  human 
labor  itself.  The  testimony  is  universal  as  to  that.  The  testimony  of 
English  consuls  in  those  countries,  of  American  consuls,  of  French  con- 
suls, and  the  testimony  of  travelers  corroborates  that.  I  do  not  think 
there  is  any  controversy  as  to  the  fact  that  they  receive  to-day  sub- 
stantially the  same  for  their  products  and  labor  in  silver  as  they  did 
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twenty  years  ago.  They  do  not  know  that  gold  exists  except  when 
they  propose  to  bay  something  imported  from  a  gold  standard  coun* 
try,  so  they  have  been  content  to  receive  the  same  amount  of  silver  for 
their  wheat,  cotton,  and  products  during  all  of  these  twenty  years  as 
they  were  in  1873. 

But  how  is  it  with  the  gold  value  of  that  ounce  of  silver!  Why,  its 
gold  value  has  fallen  from  $1.29  an  ounce  in  1873  to  about  60  or  C7 
cents.  The  result  has  been,  while  in  terms  of  silver  the  products  of 
those  countries  and  the  labor  of  those  countries  have  brought  exactly 
the  same,  in  terms  ot  gold  the  products  of  those  countries  and  the  labor 
of  those  countries  have  brought  only  one-half  the  amount.  If,  for 
instance,  the  average  price  of  labor  in  Japan  was  20  cents  a  day  in 
silver  in  1873,  that  meant  20  cents  in  gold.  In  1896  that  20  cents  in 
silver  me<ans  10  cents  in  gold.  So  in  that  way  the  labor  cost  in  terms 
of  gold  in  all  those  silver-standard  and  European  countries  has  been 
very  much  diminished,  and  the  result  is  that  inasmuch  as  we  are  obliged 
to  accept  the  same  prices  in  the  Liverpool  market  as  other  countries 
receive,  the  price  of  the  ounce  of  silver  is  absolutely  dominating  the 
price  of  all  our  natural  products. 

Now,  the  men  who  believe  in  the  restoration  of  silver  do  not  believe 
in  bringing  the  labor  of  the  United  States  down  to  the  level  of  the 
silver-standard  countries.  What  they  hope  to  accomplish  is  to  increase 
the  use  of  silver  and  to  increase  its  value,  and  thus  to  bring  their 
standard  approximately  up  to*  ours,  and  not  to  bring  ours  down  to 
theirs.  We  propose  to  increase  the  gold  cost  of  their  labor  by  increas- 
ing the  gold  price  of  silver,  and  the  only  way  to  do  this  is  to  increase 
the  use  and  so  increase  the  value  of  silver.  We  will  thus  deprive  their 
labor  of  the  great  efficiency  it  now  has  in  competition  with  ours  in  the 
production  of  these  natural  products. 

The  West  and  the  South  have  been  for  a  period  of  twenty  years  in 
actual  competition  with  thechefip  labor  of  those  countries,  made  doubly 
cheap  by  the  demonetization  of  silver — a  competition  from  which  the 
New  England  and  Middle  States  have  been  free,  because  their  indus- 
tries are  in  manufactures  in  which  the  silver-standard  countries  have 
not  interested  themselves  until  recently,  and,  besides,  they  have  been 
protected  by  a  tariff  wall  against  the  cx)mpeting  labor  of  other  coun- 
tries; and  this  is  the  reason  why  in  the  West  and  South  the  railroads  are 
in  the  hands  of  receivers  and  in  the  New  England  and  Middle  States 
they  are  fairly  prosperous.  This  is  the  reason  why  this  distress  has 
existed  in  a  greater  or  less  degree  for  many  years  in  the  South  and 
West,  whereas  it  has  only  been  felt  in  the  New  England  and  Middle 
States  since  the  disturbance  of  the  tariff. 

MENACE  TO   OUR  FACTOEIES. 

Now,  the  next  thing  is  as  to  how  soon  this  competition  will  be  oper- 
ative in  reference  to  the  manufacturing  industries.  I  claim  that  in  the 
next  three  or  four  years  the  manufacturing  industries  in  the  New 
England  and  Middle  States  will  feel  the  force  of  the  competition  of  the 
silverstandard  countries  to  as  great  a  degree  as  the  producers  of 
natural  i)roducts  have  in  this  country.  That  competition  is  already 
felt  by  England  and  Germany;  felt,  not  so  much  in  the  invasion  of 
England  and  Germany  by  the  products  of  silver- standard  countries, 
but  felt  in  the  loss  by  England  and  Germany  of  the  markets  which 
they  have  hitherto  controlled  in  silver-standard  countries. 

The  effect  of  the  depreciation  of  silver  has  been  to  put  a  bounty  on 
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the  domestic  prodactioii  of  silver- standard  comitries.  Such  a  country 
as  Mexico,  having  been  accustomed  to  buy  all  manufactured  products 
from  England  and  Germany,  finds  herself  obliged  to  turn  her  silver 
into  gold  for  that  purpose,  and  she  gets  only  one-half  as  much  for  its 
silver  as  it  used  to,  and  the  result  is  the  Mexicans  commenced  to  manu- 
facture for  themselves,  and  it  has  now  become  the  settled  policy  of 
Mexico — so  announced  in  its  leading  paper — to  cut  off  importations 
from  gold-standard  countries  and  stimulate,  as  far  as  they  can,  the 
manufacture  of  all  products  for  which  they  have  been  obliged  to  rely 
upon  gold-standard  countries  heretofore. 

By  striking  down  silver  we  have  given  silver-standard  countries  the 
advantage  of  cheaper  production,  which  has  already  disastrously 
affected  our  farm  products  and  is  about  to  affect  our  manufactured 
products.  Our  country  is  on  the  down  grade.  Japan  and  Mexico  are 
on  the  up  grade. 

DISTBESS  AS  A  TEACHER. 

There  is  one  thing  you  will  observe,  and  that  is  that  distress  is  the 
greatest  teacher  of  political  economy  in  the  world.  It  was  the  distress 
of  the  mining  States  that  first  brought  the  attention  of  their  public 
men  to  the  money  question.  They  were  ignorant  to  begin  with,  but 
they  commenced  to  study  it  simply  because  they  found  that  the  price 
of  silver  bullion  was  declining  and  that  there  was  a  relation  between 
the  value  of  the  ounce  of  silver  bullion  and  the  money  question,  and  as 
they  progressed  in  their  study  they  found  that  the  volume  of  primary 
money  had  a  relation  to  all  values,  and  so  gradually  their  public  men 
became  the  leaders  of  agitation  on  this  subject.  Then  you  will  find  the 
wheat  growers'  attention  was  attracted  to  it,  because  they  found  there 
was  a  certain  relation  between  the  value  of  the  bushel  of  wheat  and 
the  ounce  of  silver,  and  so  they  began  to  study  the  question;  and  then 
the  cotton  growers  began  to  study  this  question. 

Now,  what  other  class  has  studied  this  question?  The  manufactur- 
ing class  of  England  and  Germany.  The  most  prominent  bimetallists 
in  those  countries  belong  to  the  manufacturing  class,  and  almost  the 
entire  agitation  in  those  countries  is  being  conducted  by  it. 

Of  course,  the  land-owning  class  of  those  countries  had  joined  in  that 
agitation.  They  commenced  it,  probably,  but  it  has  reached  its  inten- 
sity through  the  agitation  of  the  manufacturing  class,  and  what  caused 
them  to  agitate  it  was  simply  distress  and  suffering.  They  had  been 
controlling  the  markets  in  the  Orient  and  in  silver-standard  countries 
generally.  They  had  been  manufacturing  their  goods  and  sending 
them  out  there  for  sale,  and  had  absolutely  monopolized  those  markets, 
and  they  found  that  the  premium  upon  gold  caused  such  countries  as 
India,  China,  Japan,  and  Mexico  to  gradually  establish  manufacturing 
institutions  of  their  own,  and  that  they  were  gradually  losing  their 
trade;  and  you  will  find  in  the  proceedings  of  the  Berlin  silver  commis- 
sion, a  commission  recently  appointed  by  the  Emperor  for  the  purx^ose 
of  investigating  this  question,  their  inquiry  entirely  turned  upon  the 
effect  of  the  depreciation  of  silver  upon  their  industrial  enterprises,  and 
not  to  the  effect  of  the  disuse  of  silver  in  causing  a  contraction  of  the 
currency.  You  will  find  almost  the  entire  discussion  was  upon  the 
effect  of  the  fall  in  the  price  of  silver  upon  their  manufacturing  indus- 
tries, and  there  were  accounts  there  of  entire  manufacturing  districts 
in  Germany  that  had  suflered  from  this.  They  had  been  accustomed 
to  send  their  ])roducts  to  the  Orient,  and  these  products,  instead  of 
being  absorbed  in  the  Orient,  were  thrown  back  on  Germany,  thus 
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entering  into  competition  with  the  products  which  they  have  been 
accustomed  to  manufacture  there  for  domestic  use  and  thus  lowering 
the  price. 

In  Manchester,  which  is  the  center  of  bimetallic  agitation,  we  find  the 
greatest  complaints  upon  the  part  of  all  manufacturers  who  have  been 
engaged  in  trade  with  the  oriental  and  silver-standard  countries,  though 
of  late  the  loss  of  the  oriental  trade  has  been  made  up  to  them  by  the 
increased  markets  in  the  United  States,  caused  by  the  Wilson  bill,  l^ow, 
if  this  competition  is  a  dangerous  competition  to  the  cheap  labor  of 
Europe,  the  cheap  labor  of  Germany,  and  the  cheap  labor  of  England, 
where  wages  are  only  half  the  wages  which  prevail  in  this  country,  how 
much  more  dangerous  will  that  com£)etition  be  with  this  country!  We 
have  not  felt  it  as  yet  because  we  have  not  been  exporting  to  those 
countries  in  any  large  degree.  We  have  contented  ourselves  with  merely 
manufacturing  for  our  domestic  markets,  but  what  tariff  wall  can  we 
put  up  in  this  country  which  will  keep  away  the  product  of  labor  about 
one- third  as  cheap — perhaps  one-fourth  as  cheap — as  European  labor? 
We  have  a  tariff  wall  now  adjusted  to  measurably  protect  us  against 
European  competition.  That  tariff  wall  has  recently  been  lowered,  and 
what  is  the  result?  The  European  products  are  coming  in,  slipping 
over  the  wall  into  this  country  and  taking  away  the  business  of  oar 
local  industries.  Now,  if  their  products  can  slip  over  the  existing  wall, 
how  much  easier  would  it  be  for  the  products  of  China,  Japan,  and 
Mexico,  and  other  silver-standard  countries  to  slip  over  this  wall? 

THE  BANOEB  IIOCEDIATE. 

This  danger  is  now  upon  us.  It  has  been  a  matter  of  constant  dis- 
cussion of  late  on  the  Pacific  Coast.  There  is  not  a  newspaper  there 
that  is  not  alive  to  the  Japanese  invasion  and  to  its  effect  upon  Ameri- 
can manufacturing — an  effect  which  will  be  mainly  felt  in  the  Eastern 
States,  for  they  do  the  manufacturing  for  the  West.  We  of  the  Psicidc 
Coast  have  had  previous  experiences  of  Chinese  competition  on  our  own 
soil.  We  found  they  monopolized  every  industry  they  attacked.  They 
were  intelligent;  they  were  good  workmen;  their  expenses  of  living 
were  almost  nothing;  there  was  not  a  single  industry  to  which  they 
turned  their  attention  that  they  did  not  monopolize,  and  the  exclusion 
act  was  simply  an  act  of  self-defense  to  save  our  civilization  against 
this  Chinese  invasion ;  and  now  we  find  the  products  of  the  cheap  labor 
which  we  sought  to  exclude  are  slipping  over  this  tariff  wail  and 
coming  into  this  country.  I  do  not  think  our  people  realize  the  extent 
to  which  their  manufactured  goods  are  now  being  used  in  this  country. 
Japanese  manufacturing  agencies  are  established;  they  sell  rugs,  mat- 
ting, clocks,  watches,  and  numerous  other  products,  and  undersell 
American  products  of  the  same  grade. 

The  manufacturers  of  this  country  will  soon  wake  up  as  to  the  force 
and  effect  of  this  competition,  and  some  realize  it  already. 

Kow,  the  reports  of  consuls  of  England  and  Germany  in  the  Orient, 
the  reports  of  travelers  who  have  been  in  these  countries,  testily  to  the 
growing  terrors  of  this  oriental  invasion,  and  the  question  is  whether 
we  shall  wait  until  we  feel  its  full  effects  before  we  take  action;  for 
recollect  that  as  long  as  the  low  price  of  silver  continues  to  have  the 
effect  of  an  export  bounty,  they  will  gradually  increase  their  manu&c- 
tories  in  those  countries.  But  if  the  price  of  silver  should  go  back  to 
$1.29  per  ounce,  I  think  it  fair  to  assume  that  the  manufacturing  devel- 
opment in  those  countries  would  be  checked;  but  if  silver  remains  at 
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a  low  price,  the  manufactories  of  those  countries  will  certainly  increase* 
and  then  when  you  seek  to  check  their  competition,  you  will  find  it 
too  late,  because  by  that  time  they  will  have  organized  their  plants  and 
have  more  skilled  labor  instructed  in  these  various  vocations  in  active 
competition  with  you,  aud  it  will  be  more  difficult  to  meet  them  than  in 
the  present  condition,  when  they  have  not  got  their  plants  fully  and 
thoroughly  organized. 

If  you  attempt  to  meet  this  oriental  invasion  by  the  tariff,  you  will 
have  to  make  it  practically  prohibitory,  and  this  the  country  will  not 
assent  to.  It  is  politically  impossible,  for  the  West  and  South,  sufi'er- 
ing  ftt)m  the  agricultural  competition  of  silver  countries,  will  not  assent 
to  a  measure  which  will  protect  the  factories  alone. 

The  best  protective  measure,  both  to  the  farm  and  factory,  would  be 
a  free  silver  bill  which  would  double  the  gold  price  of  silver  and  so 
double  the  gold  cost  of  labor  of  silver  countries.  The  premium  in  gold 
would  not  then,  as  now,  stimulate  their  production  of  farm  and  manu- 
factured products,  because  the  parity  would  be  restored. 

Eecollect,  that  in  order  to  restore  the  price  of  silver  and  do  away  with 
the  i)resent  injurious  dislocation  between  silver  and  gold,  we  only 
have  to  provide  for  the  absorption  of  the  current  production.  The 
accumulated  stock  o2  silver  is  all  in  actual  use  as  coin  and  is  not  in  the 
shape  •f  bullion,  except  in  the  United  States,  and  here^it  is  construct- 
ively coined  as  silver  certificates,  and  Treasury  notes  have  been  issued 
against  it  and  are  in  circulation. 

As  to  the  accumulated  stock  of  coin  in  the  various  countries,  none  of 
it  would  come  to  our  mints.  It  is  in  actual  use  as  coin,  and  no  advan- 
tage would  be  gained  by  simply  changing  the  stamp. 

BXAGGBBATIONS  REGARDING  SILVER. 

What,  then,  is  the  current  production  of  the  mines,  aud  what  is  likely 
to  be  the  production  if  the  price  of  silver  rises  to  its  old  price  of  $1.29 
per  ounce?  The  exaggerations  concerning  silver  are  marvelous.  One 
would  think  from  the  newspaper  accounts  that  every  storehouse  and 
vault  was  bursting  with  silver.  As  a  matter  of  fact — and  you  can  refer 
to  the  Mint  Director  as  authority — all  the  silver  coin  in  the  world  amounts 
to  a  little  less  than  $4,000,000,000,  and  all  this  coin  can  be  put  into  a 
cube  of  66  feet.  Think  of  it.  The  accumulation  of  the  ages  will  fill 
only  this  space,  and  yet  exaggerated  alarm  is  experienced  concerning 
the  production  of  the  future.  There  never  has  been  enough  of  both 
gold  and  silver  to  satisfy  the  demands  of  the  world  for  money,  and  the 
Mint  Director's  report  shows  that  nearly  one-quarter  of  the  money 
supply  of  the  world  is  uncovered  paper  money — that  is  to  say.  Govern- 
ment paper  or  bank  pax>er  not  actually  backed  by  coin.  This  proves 
that  there  never  has  been  enough  metallic  money  produced  to  supply 
the  world.  The  entire  current  production  is  absolutely  absorbed  by 
existing  demands.  The  demand  of  this  country  would  be  ,a  new 
demand  and  would  raise  the  value  of  silver  to  its  old  relation  with 
gold,  and  then  all  talk  of  a  50-cent  dollar  would  vanish,  for  we  would 
have  a  gold  dollar  worth  100  cents  in  silver  and  a  silver  dollar  worth 
100  cents  in  gold. 

NATIONAL  ACTION. 

The  people  of  the  United  States  can  not  wait  for  the  slow  processes 
of  international  arrangement,  even  with  debtor  nations.  This  country 
has  ample  capacity  in  connection  with  the  existing  use  of  silver  to 
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restore  its  value  by  free  coinage.  We  have  a  large  country  to  build  ap. 
^Ve  are  enterprising  and  need  more  money  than  any  other  nation.  We 
can  not  increase  our  stock  of  gold,  for  the  supply  is  too  limited,  and  the 
whole  world  is  scrambling  for  it.  We  have  not  enough  metallic  money, 
for  the  Mint  Director's  report  shows  that  we  have  about  $500,000,000  of 
uncovered  paper  money,  consisting  of  greenbacks  and  national-bank 
notes.  W^e  are  the  only  debtor  nation  which  has  been  able  to  keep  its 
uncovered  paper  money  on  a  par  with  gold,  and  we  have  only  been  able 
to  do  it  by  issuing  bonds,  which  in  reality  represent  the  gold  premium. 

A  clamor  has  been  riiised  for  the  retirement  of  greenbacks,  but  if 
they  are  retired  the  burden  of  gold  redemption  would  fall  on  the  national 
banks,  and  they  would  have  the  same  struggle  to  keep  their  bank  paper 
on  a  par  with  gold  as  the  Government  has  had  with  greenbacks. 

Gold  redemption  will  be  demanded  for  exxxort  and  gold  will  be 
required  for  export,  so  long  as  the  depressed  price  of  silver  gives  silver- 
standard  countries  the  advantage  over  us  in  the  markets  of  the  world 
in  the  sale  of  farm  products.  Gold  exports  will  not  cease  so  long  as 
the  low  price  of  silver  and  the  systematic  low  price  of  our  farm  prod- 
ucts continue,  and  the  people  will  be  watching  the  gold  reserve  of  the 
banks  as  they  now  watch  the  gold  reserve  of  the  Treasury.  Dimin- 
ished reserves  will  alarm  depositors  and  the  demands  of  depositors, 
added  to  the  demands  of  note  holders,  will  create  a  monetary  stringency 
and  panic  surpassing  anything  we  have  ever  experienced. 

It  is  clear,  therefore,  if  we  maintain  our  greenback  system  and  re- 
demption in  gold,  we  will  have  to  issue  more  bonds  or  else  we  will  have 
to  retire  our  greenbacks  and  issue  other  money  in  their  places.  The 
question  is,  whether  this  money  shall  be  bank  paper  redeemable  in 
gold,  or  metallic  money  coined  from  our  silver  mines.  The  issue  of 
bank  notes  would  increase  the  call  for  gold  and  the  strain  on  the  gold 
reserves.  It  would  have  a  tendency  to  increase  the  value  of  gold, 
and  certainly  would  not  increase  the  value  of  silver,  while  the  coinage 
of  silver  would  increase  its  use  and  consequently  increase  its  value. 

If,  then,  we  should  conclude  it  would  be  wiser  to  increase  the  use  and 
value  of  silver  by  coining  it  rather  than  to  increase  the  demand  for  and 
the  value  of  gold  by  issuing  call  demands  for  gold  in  the  shape  of  either 
Government  or  bank  pai>er,  we  would  have  to  coin  about  $100,000,000 
per  annum  for  five  years  before  we  would  have  retired  the  existing 
uncovered  paper  money  of  the  country  in  the  shape  of  greenbacks  and 
national  bank  notes.  If  we  would  wish  also  to  maintain  our  present  per 
capita  circulation,  it  would  be  necessary,  inasmuch  as  our  population  has 
increased  at  a  rate  of  about  three  millions  per  annum,  to  coin  fifty  or 
or  sixty  millions  additional  money  for  that  purpose.  If  we  should  con- 
clude, as  I  think  it  wise,  to  increase  our  per  capita  to  the  reasonable 
amount  of  $30  per  head,  we  would  require  the  coinage  of  $70,000,000 
per  annum  for  the  next  five  years.  In  other  words,  we  could  in  this 
country,  without  increasing  the  per  capita  of  circulation  to  more  than 
$30  per  head,  create  an  additional  demand  for  new  silver  of  nearly 
$200,000,000,  which  is  equal  to  the  entire  existing  supply,  and  that 
supply  is  now  absorbed  in  current  uses.  Who  would  contend  that  such 
a  largely  increased  demand  would  not  restore  the  old  parity,  and  thus 
do  away  with  the  only  objection  that  is  urged  against  the  action  of  this 
country  singly  and  alone? 

I  maintain,  therefore,  that  the  free  coinage  of  silver  at  the  rate  of  16 
to  1  by  this  country  is  practicable,  that  it  will  restore  the  old  relative 
value  of  silver  and  gold,  release  this  country  from  its  dependence  on 
foreign  countries,  impair  the  efficiency  of  the  cheai)  labor  of  silver 
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standard  countries  in  competition  with  our  own,  restore  the  value  of 
our  agricultural  products,  with  which  we  pay  our  debts  abroad,  and 
save  this  country  from  a  manufacturing  competition  that  will  prove 
destructive. 

But  1  have  dwelt  too  long  on  the  silver  question  and  will  conclude 
by  taking  up  again  the  proposed  issues  of  bank  currency  although  in 
doing  so  I  am  in  some  danger  of  reiterating  views  already  expressed. 

MONEY   VOLUME   OF   UNITED   STATES. 

We  have  in  this  country  about  $1,600,000,000  of  money,  of  which 
about  one-third  is  gold,  one-third  silver — represented  mainly  by  silver 
certificates  under  the  Bland  Act,  and  Treasury  notes  under  the  Sher- 
man Act — and  one-third  credit  or  paper  money,  consisting  of  about 
$346,000,000  of  greenbacks  and  $200,000,000  of  national-bank  notes, 
all  of  this  being  uncovered  by  actual  coin  save  the  $100,000,000  gold 
reserve  for  the  redemption  of  the  greenbacks. 

SILVEB  IS  NOW   CREDIT  MONEY. 

Under  this  Administration  the  coinage  of  new  silver  has  been  stopped 
and  the  silver  which  has  already  accumulated,  instead  of  being  used  as 
primary  money,  seems  to  be  regarded  simply  as  the  material  upon  which 
a  promise  to  pay  gold  is  stamped;  for  we  are  told  that  the  Sherman 
notes  must  be  redeemed,  at  the  option  of  the  holder,  in  gold  alone,  and 
we  are  also  told  that  the  pledge  of  the  Government  to  maintain  the 
parity  between  the  metals  will  compel  it  to  redeem  the  silver  certificates 
themselves  in  gold. 

So  that  we  have  nearly  $500,000,000  of  silver,  mainly  in  coin  but 
partly  iu  bullion,  in  the  vaults  of  the  Treasury  as  useless  as  so  much 
pig  iron  so  far  as  its  utilization  as  primary  money  is  concerned. 

GBEENBACKS. 

The  greenbacks,  though  redeemable  under  the  law  in  either  gold  or 
silver,  are  made,  by  the  policy  of  the  Treasury  Department,  redeemable 
only  in  gold;  and  the  result  is  that  we  have  the  endless  chain  which 
constantly  draws  gold  out  of  the  Treasury  in  redemption  of  greenbacks, 
and,  as  the  law  compels  the  reissue  of  the  greenbacks  by  the  Govern- 
ment, we  have  the  endless  iteration  of  gold  bond  issues  to  maintain 
the  reserve. 

The  Administration,  having  succeeded  in  forcing  the  stoppage  of  silver 
coinage,  is  now  bent  ui)on  the  retirement  of  the  greenbacks;  and  the 
question  is,  having  practically  eliminated  both  Government  paper  and 
silver  from  our  currency,  what  substitute  shall  we  put  in  their  place? 
The  substitute  suggested  is  the  issuance  of  national-bank  currency — 
not  a  legal  tender,  but  the  mere  promissory  note  of  the  bank,  redeem- 
able, on  demand,  in  gold.  The  very  suggestion  of  this  change  implies 
that  there  is  not  enough  gold  in  the  world  to  do  its  business,  for  we  have 
here  the  practical  suggestion  that  as  both  silver  and  Government  paper 
are  eliminated,  their  places  shall  be  taken  by  national-bank  currency  of 
unlimited  extent;  the  claim  being  made  that  it  will  be  an  elastic  cur- 
rency, it  will  expand  to  meet  the  requirements  of  the  country,  and  can 
be  issued  in  abundance  when  the  country  needs  money,  and  be  retired 
when  the  country  does  not  need  it. 

This  movement  will  doubtless  be  followed  by  a  movement  for  the 
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retirement  of  the  silver  certificates  and  Treasury  notes,  for  tbey  will 
also  be  regarded,  under  the  present  policy,  as  Government  paper 
redeemable  in  gold,  and  if  allowed  to  remain  in  circulation  they  will 
also  constitute  an  endless  chain  by  means  of  which  gold  will  be  with- 
drawn from  the  Treasury. 

BANK  CURRENCY. 

We  are  thus  practically  confronted  with  the  possible  retirement  of 
about  $500,000,000  of  Government  paper  backed  by  silver  and 
$300,000,000  of  Government  paper  for  which  the  gold  reserve  stands 
sponsor;  and  the  question  is,  assuming  that  the  country  requires 
$1,600,000,000  in  circulation,  whether  we  can  safely  allow  $1,000,000,000 
of  it  to  be  bank  currency  redeemable  in  gold, 

I  take  it  for  granted  that  gold  would  not  be  called  for  from  this 
couTitry  unless  it  were  needed,  and  that  gold  exports  will  continue  so 
long  as  the  balance  of  trade  is  against  us;  and  the  only  way  we  can 
stop  gold  exports  is  either  by  increasing  our  debt  or  diminishing  the 
prices  which  we  charge  for  our  products  and  our  property.  The  increase 
of  our  debts  must  bring  suffering  in  the  end.  The  reduction  in  the 
prices  of  our  products  with  w^hich  we  pay  our  debts  abroad  will  simply 
add  to  the  distress  of  the  producing  classes  and  of  the  entire  country. 
Assuming,  then,  that  there  will  be  no  cure  as  to  the  prices  of  products, 
we  must  assume  that  the  demand  for  gold  will  be  as  great  after  as 
before  this  change  is  effected;  but  the  demand  for  gold  will  be  thrown 
upon  the  banks  instead  of  as  now  upon  the  Gexxeral  Government;  and 
the  question  is  whether  the  banks  of  this  country,  with  nearly 
$1,000,000,000  of  bank  currency  in  existence,  can  maintain  gold 
redemption. 

HOW  CAN  OUR  GOLD  RESERVES  BE   INCREASED? 

The  first  answer  which  is  made  to  this  is  that  the  gold  reserves  of 
the  country  will  be  increased.  I  ask  how  will  they  be  increased! 
This  country  has  to-day  one-eighth  of  the  entire  gold  supply  of  the 
wor]d.  England,  France,  and  Germany  combined  have  one-half.  These 
are  the  creditor  nations.  They  regard  one-half  of  the  gold  supply  of 
the  world,  namely,  two  billions  of  money,  as  absolutely  essential  for 
their  local  business;  so  much  so  that  when  a  few  millions  extra  are 
withdrawn  for  export  to  this  country  or  to  other  countries,  the  rates  of 
discount  of  the  Bank  of  England,  the  Bank  of  Germany,  and  the  Bank 
of  France  are  raised  with  a  view  to  checking  the  exports. 

If,  then,  England,  France,  and  Germany,  having  a  population  of 
only  one-twelfth  or  one-fitteenth  of  the  entire  population  of  the  world, 
require  one-half  of  its  accumulated  stock  of  gold  for  their  local  busi- 
ness, and  are  able  to  keep  it,  how  can  the  rest  of  the  world  get  along 
with  the  other  half?  And  in  the  distribution  of  the  other  half  how  can 
the  United  States  of  America,  possessing  a  population  of  only  70,000,000 
of  people,  as  compared  with  a  population  ten  or  twelve  times  as  great 
in  the  rest  of  the  world  outside  of  the  creditor  countries  named,  expect 
to  obtain  for  its  reserves  more  than  the  one-fourth  of  this  remaining 
half,  which  it  now  holds. 

RUSSIA'S  REQUIREMENTS  FOR  GOLD. 

It  must  be  assumed  that  Russia  will  hold  on  to  some.  We  know  that 
she  has  now  $500,000,000  in  her  war  chest.  Will  she  let  go  of  any  part 
of  that  in  order  that  it  way  come  to  America? 
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Bo  that  these  two  coantries  between  them  absorb  oue-half  of  the 
remaining  half  conceded  by  the  creditor  countries  to  the  rest  of  the 
world. 

GOIiD  PBODUGTION  INCREASING. 

But  it  is  said  the  production  of  gold  is  increasing.  Well,  that  is  true. 
The  production  of  gold  has  nearly  doubled  within  the  past  few  years. 
But  it  should  be  recollected  that  of  the  present  production  of  gold, 
namely,  about  two  hundred  millions,  over  one-half  is  absorbed  in  the 
arts,  leaving  less  than  one  hundred  millions  per  annum  to  be  absorbed  by 
the  entire  world  as  new  money.  How  much,  then,  of  this  new  money 
can  the  people  of  the  United  States,  with  a  population  of  70,000,000  as 
against  a  total  world's  population  of  1,600,000,000,  be  enabled  to  secure, 
and  how  will  the  paltry  addition  of  »6,000,000  or  $10,000,000  annually 
to  its  gold  reserves  operate  to  the  security  of  this  tremendous  issue  of 
paper  money? 

IS  BANK  PAPBB  BBAL  HONEY? 

The  next  question  is,  Is  the  bank  currency  which  these  various  bills 
propose  really  money?  Can  it  be  paid  in  extinction  of  a  debt?  Ko. 
Can  it  be  paid  for  public  dues  ?  No.  A  bank  note  is  simply  the  promis- 
sory note  of  the  bank  to  pay  gold,  nicely  engraved  instead  of  being 
printed  or  written.  Under  this  new  system  gold  is  to  be  the  only 
money  and  the  bank  notes  are  to  be  simply  promissory  notes  for  gold. 
Can  we  do  away  with  the  necessity  for  additional  primary  money  by 
issuing  more  calls  for  gold  ? 

EXPEBIENOE  AS  TO  PAPEB  ISSUES. 

The  next  thing  to  inquire  is  as  to  whether  such  a  tremendous  issue 
of  so-called  paper  currency  is  sanctioned  at  all  by  experience.  In 
other  words,  has  any  country  been  able  to  maintain  a  bank  cur- 
crency  of  such  enormous  proportions  and  maintain  it  at  a  par  with 
gold?  We  would  naturally  think  that  the  countries  which  could  most 
safely  issue  large  amounts  of  paper  money  would  be  the  creditor 
coantries  of  the  world,  for  as  no  other  nations  could  draw  upon  them 
for  the  payment  of  debts,  they  could  let  loose  their  gold  for  loan  in 
other  countries,  and  put  in  circulation  among  themselves  this  paper 
currency,  based  upon  bank  assets.  But,  singularly  enough,  we  find 
that  the  countries  which  could  most  safely  pursue  this  system  have  little 
or  no  paper  money  in  existence.  • 

Thus,  England  has  a  per  capita  circulation  of  uncovered  paper  money 
of  only  $113,000,000;  France  has  only  $32,000,000,  and  Germany  only 
$60,000,000,  while  we  have  out  over  $400,000,000  of  uncovered  paper 
money,  really  increased  to  $1,000,000,000,  if  we  regard  the  silver  back- 
ing the  silver  certificates  and  Treasury  notes  as  practically  useless  for 
redemption. 

CAN  A  DEBTOB  NATION  MAINTAIN  PABITY  OP  PAPBB  WITH  GOLD? 

Now,  let  US  look  at  the  other  countries  which  have  large  paper 
issues,  and  see  whether  any  of  them  has  been  able  to  maintain  the 
parity  with  gold. 

Bussia  has  $539,000,000;  Italy  has  $191,000,000;  Greece,  $220,000,000; 
Spain,  $83,000,000;  Portugal,  $55,000,000;  Austria,  $204,000,000;  the 
South  American  States,  $550|000,()00.  Has  any  of  this  paper  been  kept 
OUB 36 
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at  a  parity  with  goldY  The  answer  is  no.  Many  of  these  States  are 
either  upon  a  gold  basis  or  are  straggling  to  get  there;  and  yet  no  one 
of  them  has  been  able  to  maintain  its  paper  money  at  a  parity  with  gold. 
There  is  in  the  world  altogether  about  two  billion  five  hundred  millions 
of  uncovered  paper  money,  and  yet  a  careful  study  of  the  values  of  tiiis 
money  as  compared  with  gold  will  demonstrate  the  fact  that  of  the  total 
amount  less  than  seven  hundred  millions  has  be«n  kept  at  a  parity 
with  gold.  And  a  further  examination  will  develop  the  fact  that  of  the 
debtor  countries  of  the  world  the  United  States  is  the  only  country 
which  has  been  able  to  maintain  its  paper  currency  at  par.  The  tre- 
mendous issues  of  gold  bonds  by  the  country  during  the  past  few  years 
indicate  at  what  sacrifice  this  has  been  accomplished. 

EFFECT  OF  GBADUAL  CHANGE. 

Now,  then,  we  will  assume  that  the  change  is  gradually  made.  Firsts 
that  only  the  greenbacks  are  retired,  the  silver  certificates  and  Treasury 
notes  being  still  held  in  circulation ;  and  we  will  assume  that  the  place 
of  the  greenbacks  is  taken  by  national-bank  notes.  What,  then,  will 
be  our  next  experience  as  to  gold  redemption  t  It  will  probably  be 
that  the  Treasury  notes  and  silver  certificates  will  be  presented  for 
redemption  at  the  Treasury.  If  these  notes  are  redeemed  in  silver 
then  the  cataclysm  will  come  which  our  gold  friends  say  would  have 
come  had  the  Government  exercised  its  option  regarding  the  greenbacks. 
The  Treasury  notes  and  silver  certificates  will  immediately  faJl  to  the 
bullion  value  of  the  silver. 

But  if,  on  the  other  hand,  we  redeem  them  in  gold,  then  gold  issues 
will  be  required  for  the  purpose,  and  we  shall  have  to  increase  the 
bonded  indebtedness  of  this  country  for  redemption  purposes. 

What,  then,  will  we  do  with  the  silver,  after  these  silver  certificates 
and  Treasury  notes  have  been  redeemed  t  Put  it  upon  the  markets  of 
the  world?  No  words  can  measure  the  disaster  to  this  country  that 
would  arise  therefrom.  This  silver  would  have  to  be  absorbed  grad- 
ually by  the  silver  countries,  by  the  purchase  of  their  products,  which 
would  mean  that  their  products  would  supply  the  markets  of  the 
world,  instead  of  the  products  of  the  gold-standard  countries.  So  that, 
by  this  process,  we  would  actually  cut  off  the  markets  of  our  farmers 
and  our  cotton  planters,  and  reduce  them  to  abject  penury. 

But  we  will  assume  that  no  demand  whatever  is  made  for  redemp- 
tion of  the  silver  certificates  and  Treasury  notes  in  gold,  and  that  the 
national-bank  notes,  to  the  extent  of  five  or  six  hundred  millions,  alone 
remain  extant  as  gold  obligations.  Eemember  that  the  gold  standard 
is  a  conquering  standard.  It  is  imposed  upon  debtor  nations  as  the 
condition  of  extended  credit.  Eecently  Brazil  went  upon  a  gold  basis, 
and,  later  on,  Chile,  as  the  conditions  of  loans  made  to  them  by  foreign 
creditors.  The  demand,  then,  for  gold  is  constantly  increasing,  and 
can  we  confidently  expect  that  gold  redemption  will  not  be  demanded 
of  the  banks,  as  it  has  been  of  the  United  States  Treasury!  As  it  is 
now  they  are  protected.  They  can  make  redemption  of  their  bank 
notes  in  greenbacks,  and  the  greenbacks  can  then  be  presented  by 
the  holders  to  the  Treasury  for  redemption;  so  that  the  national 
banks  escape  gold  redemption.  But  there  will  be  no  greenbacks  in 
existence,  under  the  new  condition  of  things.  They  will  be  called 
upon  to  make  redemption  directly  in  gold. 

We  will  have,  then,  added  to  the  credit  system  of  the  entire  world 
not  simply  the  long-time  bonds  of  corporations  a|id  the  promissory 
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notes  of  individuals  maturing  far  in  the  ftiture,  maturing  at  different 
times,  and,  possibly,  admitting  of  such  a  distribution  and  handling  of 
the  gold  fund  of  the  world  as  to  permit  the  redemption  of  all  in  gold, 
but  bank  notes,  payable  on  demand — call  demands  for  gold — and  obli- 
gations, too,  not  of  individuals,  whose  solvency  or  insolvency  may  have 
no  serious  effect  ux>on  the  business  of  the  country,  but  obligations  of 
financial  institutions,  doing  business  to  a  limited  extent  upon  their  own 
capital,  and  very  largely  upon  the  capital  of  their  depositors,  payable 
also  on  demand — ^institutions  that  must  loan  on  time — and  yet  all  of 
whose  obUgations  are  payable  on  demand. 

LIABILITY  TO  BANK  DEPOSITORS  A  SUFFICIENT  STBAIN, 

l^ow,  I  think  the  experience  of  the  world  demonstrates  that  a  bank 
has  enough  to  do  in  meeting  the  demands  of  its  dex>ositors.  A  bank 
with  $1,000,000  capital  will  have  $10,000,000  of  deposits,  aU  call  obli- 
gations, to  which  it  must  respond  at  any  moment.  Belying  upon  genei  al 
experience  that  the  call  of  the  depositors  will  not  take  place  at  the 
same  time,  the  bank  loans  three-lburths  of  its  depositors'  money  or 
more  upon  time  obligations,  and  should  keep  on  hand  $2,000,000 
or  $3,000,000  to  meet  the  casual  demands  of  its  depositors.  Are  we  to 
impose  upon  this  obligation  an  additional  obligation  of  the  bank 
to  redeem  its  paper  currency;  to  give  that  paper  currency  a  preference 
on  the  assets  of  the  bank  over  the  depositor? 

How  will  the  depositor  view  this  t  Will  he  not  watch  the  gold  reserve 
of  the  bank  in  which  he  is  a  depositor  just  as  closely  as  the  country 
now  watches  the  gold  reserve  of  the  Treasury  of  the  United  States? 
Will  he  be  likely  to  regard  the  silver  certificates  and  Treasury  notes 
and  notes  of  other  banks  as  constituting  any  part  of  the  fund  available 
for  his  security  t  Will  he  not  simply  look  at  the  gold  reserve  of  the 
bank  itself  t  And  how  many  banks  in  the  country  would  be  able  to 
make  a  showing  of  holdings  of  gold  properly  proportionate  to  their 
holdings  of  paper  and  silver  currency  t  And  we  will  assume  that  the 
issues  are  made,  and  the  country  goes  along  swimmingly  for  a  time,  and 
that  another  catastrophe  occurs  in  England  similar  to  the  Baring  failure, 
overspeculation  in  the  Argentine,  or  in  Africa,  or  some  other  country, 
which  brings  the  English  people  to  a  realizing  sense  that  they  need 
more  gold;  and  assume  that  their  securities  are  sold  in  this  coun- 
try for  the  purpose  of  realizing  gold,  and  the  wave  of  contraction  sweeps 
across  the  country  as  it  did  after  the  Baring  Brothers'  failure  and  as  it 
has  done  during  two  or  three  monetary  stringencies  since  1890,  how 
will  the  banks,  which  are  jealously  watched,  not  only  by  the  note  hold- 
ers but  also  by  the  depositors,  weather  the  storm  Y  If  one  bank  fails 
to  make  redemption  of  its  notes  in  gold  it  will  not  only  arouse  the 
apprehension  of  the  note  holders  and  depositors  in  that  bank,  but  will 
also  arouse  the  apprehensions  of  note  holders  and  dei)ositors  in  neigh- 
boring banks.  Imagination  can  not  depict  the  fatal  and  disastrous 
result  of  such  an  expansion  of  bank  currency. 

The  whole  scheme  of  retiring  the  Government  from  the  banking  busi- 
ness and  surrendering  to  the  banks  the  function  of  issuing  credit  money 
is  vicious  and  dangerous.  It  is  not  sanctioned  by  the  experience  of 
any  country  in  the  past,  and  finds  no  warrant  in  any  successful  mon- 
etary system  of  the  present.  It  is  experimental,  and  involves  the 
wildest  kind  of  credit  inflation.  As  contrasted  with  it  the  restoration 
of  bimetallism  by  the  action  of  the  United  States  alone  is  characterized 
by  absolute  simplicitiy.    Free  coinage  will  without  inflation  gradually 
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increase  our  basic  money,  will  raise  the  price  of  a  valaable  American 
prodact,  advance  also  the  price  of  our  farm  products,  save  us  from  the 
threatened  mauufacturiug  competition  of  silver  countries,  and  protect 
us  from  finaucial  dependence  on  the  countries  that  have  secured  the 
monopoly  of  the  world's  gold. 
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ApprwdlmmH  H&elm  6f  monejf  in  the  agp^j^i$  and  per  ^apUa  in  Ike  pHnMpal  eemntriei  of 

the  world. 


Countiiis. 


United  Stotee  (a) 
United  Kingdom 

France 

Qenaany 

Belgium 

lUly 

Switzerland  .... 

Greece 

Spain :... 

Portnj^ 

RonmaniA 

Senria 

Auatria-Hnngary 
Ketherlanda.... 

Konray 

Sweden 

Denmark  .•••••. 

Raaaia 

Turkey 

Aoatralia....... 

KffTPt 


Lesioo 

Central  Ameri- 
can States 

Sonth  American 
States , 

Japan.  .......... 

India 

China 

StraiU  Settle- 
ments  

Canada  .....«.■.< 

Cuba , 

Haiti 

Bulgaria 


Popnla- 
tioa. 


Stock  of 
gold. 


70,400,000 

88,900,000 

88,800,000 

51,200,000 

0.800,000 

80,700.000 

8,000,000 

9.200,000 

17,600,000 

5, 100, 000 

5.800,000 

2,900,000 

43. 500, 000 

4,700,000 

2,000,000 

4,800,000 

2,300.000 

126, 000, 000 

22,000,000 

4,700,000 

0,800.000 

12,100,000 

8,000.000 

80,000,000 

41,100,000 

296.000,000 

860, 000, 000 


Total 


8,800,000 
4,800,000 
1,800,000 
1,000,000 
4,800,000 


$618,100,000 

&580, 000,000 

5850,000,000 

5625,000,000 

555,000,000 

«08,200,000 

«14. 900, 000 

5500,000 

540,000,000 

538,000,000 

«38,600,000 

«3, 000, 000 

5140.000,000 

«20,200,000 

57.500,000 

08,000,000 

014,500,000 

5480,000,000 

550.000,000 

5116,000,000 

5120,000,000 

56,000,000 

5500,000 

540.000,000 
•80,0U0,000 


514.000.000 

518.000,000 

53.000.000 

5800,000 


Stock  of  sa- 
ver. 


$625. 

115, 

487, 

215. 

64, 

41. 

IB. 

1. 

366. 

24. 
10, 

1. 
120. 

««, 

2. 

4. 

6, 
48, 
40, 

7, 
15, 
M, 


UnooTersd 
p*p«r. 


600,000 
000,000 
900,000 
000,000 

900.000 
400,000 
000.000 
500,000 
000,000 
800,000 
600.000 
900.000 
000.000 
900,000| 
000,000! 
8(10,0001 
400,000 
000,000 
000,000 
000,000 
000,000 
000,000 


$416,700,600 

0113,400,000 

082,100,000 

060, 400, 000 

065,400,000 

0191,800.000 


022, 

088, 

056, 

011. 

58, 

0204, 

028, 

08, 

•2, 

05, 

0  530, 


400,000 
700,000 
100,000 
700,000 
800,000 
300,000 
600.000 
800.000 
100,000 
400,000 
000.000 


12,000.000 

80,000,000 

84,800,000 

950,000,000 

750, 000, 000 

115.000,000 
5,000,000 
1,500,000 
2,900,000 
6,800,000 


52,000^000 

08,000,000 

5550,000.000 


587,000,000 


529,000.000 


04,200,000 


4, 086, 800, 000  4, 070, 500, 000  2, 469, 900, 000 


Per  oi^itA. 


Gold. 


SUtw. 


$8.78 

14.91 

22.19 

12.21 

8.78 

8.20 

4.97 

.28 

2.28 

7.45 

0.65 

1.30 

8.22I 

6.21 

8.75 

L66 

6.80 

8.80 

2.27 

84.4 

17.65 

.41 

.09 

1.11 
LOO 


2.02 

10.00 

8.00 

.16 


Paper.    Tot^ 


$8.80 

2.96 
12.94 
4.20 
8.71 
1.85 
5.00 
.66 
0.48 
4.86 
1.88 

2!^ 
U.9M 

Loa 
1.00 

185 
.88 
1.82 
1.49 
2.20 
4.54 

2.14 

.83 
106 
3.21 
108 

«.W 

L04 

.88 

190 

1.56 


10.  tt 

4^70 

10.80 

loi 

1.66 

460I 

1081 
1.90^ 
.40 
185 
4.2b 


1.4S 

1128 


.12 


101 

"lHa 


aiTs 

81  TT 
17.  SO 

sr.n 

1179 

107 

ILOO 

1105 

2111 

11  iO 

178 

10.07 

2115 

6.65 

110 

11.00 

140 

4.00 

2100 

1185 

196 

100 

17.22 
4.00 
1» 
IM 

126 

10.00 
1188 

10.10 
1.76 


uNoTember  1, 1896;  all  other  countries,  January  1, 1805. 

5£ntiniiite,  Bureau  of  the  Mint. 

oinfonnation  ftunislxed  through  United  States  representatiTW. 
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STATEMENT  OF  HOV.  JOSEPH  H,  WAIXBR. 

(Page  6.) 
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Act  of  April  12, 1866 17 

January  14, 1875 18 

July  14, 1890 68 

AdYantoges  of  H.  R.  171 14,27,28,29,30 

Adyisers,  expert 25 

Banking,  diTorce  United  States  Treasury  from 21 

Bankers,  inducements  to,  to  operate  under  H.  R.  171 21 

patriotism  of 19,30 

Bank  of  £ngland,  example  of 34 

Banks,  cash  reserve  of 26 

failed 56,57,58 

insolvent  national,  in  1893 59 

as  speculators  in  bonds \ 18 

Bill  H.  R.  itl,  advantages  of 14,27,28,29,30 

complexity  of 15 

inducements  to  bankers  to  operate  under 21 

text  of 5 

Bond  Broker's  Circular,  A 69 

Bonds,  banks  as  speculators  in 18 

low-rate-of-interest 13 

market  price  of 18,38 

price  received  for 38 

true  value  of 38 

Broker's  Circular,  A  Bond 69 

Business,  condition  of  Treasury  paralyzes 23 

Cash  in  Treasury.  1882-1891 37 

reserves  of  banks 26 

Certificates,  clearing-house 68 

Circulation,  profit  on,  etc.,  under  H,  R.  171 39,40,41,45-55,64-67 

Clearing-house  certificates 68 

system  advocated 60 

Coin  need  in  daily  exchanges 33 

Comptroller  of  the  Currency,  recommeudatious  of 20 

Credit  of  the  United  States  damaged 16 

Currency,  freak 19,29,39 

Customs  receipts  in  gold 23,24 

Debt  of  United  States,  interest  paid  on 63 

Deficiency  in  revenue 22 

Demand  for  reform  Justified 17 

Divorce  United  States  Treasury  from  banking 21 

Dodsworth,  William 75 

England,  Bank  of 34 

gold  exported  by 33 

Exchanges,  coin  used  in  daily 33 

Expenditures  and  receipts  of  United  States  Treasury  in  gold 41 

Expense  of  present  system 27 

Expert  advisers 25 

Exports  of  gold.    (iS^Gold.) 

Failed  banks,  condition  of,  at  insolvency 56,57,58 

Fnnoe,  imports  and  ezi>ortB  of 35,36 

565 
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Financial  and  banking  ills,  solation  of 13 

Freak  currency 19,29,39 

Germany,  exports  and  imports  of 35,36 

Gilman,  Theodore 60 

Gold,  castoms  receipts  in 23,24 

exports  and  imports  of,  by  various  coontriee 33,34,35,  36 

hoarding 26 

movement  of,  how  governed 32 

problem  discussed 31 

receipts  and  expenditures  of  United  States 41 

redemption  of  legal-tender  notes 30 

sufficient  in  the  country 25 

taxes  in  St.  Louis  paid  in 26 

visible 25 

worhVs  production  of 33 

Government,  sudden  chani^es  in  policy  of 24 

Great  Britain,  exports  andimportsof 35,36 

paper  money  kept  in  circulation  by 38 

Hambleton  &  Co 15 

Hoarding  gold.     ( See  Gold. ) 

India,  exports  and  imports  of 34 

Inducements  to  bankers  to  operate  under  H.  B.  171 21 

Insolvent  national  banks  in  1893 59 

Interest,  legal  rates  of,  in  all  States 42 

lower  rates  of,  demanded 17 

paid  by  United  States  on  debt 63 

rates  of,  high  in  Southwest  and  Northwest 22 

Leighton,  George  E 26 

Legal-tender  notes,  gold  redemption  of 30 

retirement  of,  by  act  of  Congress 17,18 

Loss  to  people  in  indirect  taxation 16 

Measure  of  value,  silver 23 

Money,  freak.    {See  Currency.) 

primary 24 

in  Treasury,  1881-1890 55 

Movement  of  gold,  how  governed 32 

National  banks.     ( 5^6  Banks.) 

Notes,  legal-tender,  retirement  of.     (See  Legal  tender.) 

Paper  money,  amount  of,  kept  in  circulation 37 

PatriotiHm  of  bankers 19,30 

Party  politics,  control  of 14 

Policy  of  the  Government,  sudden  changes  in 24 

Price  of  bonds 18,38 

Primary  money 24 

Production  of  gold,  world's 33 

Profits  on  circulation.    (See  Circulation.) 

Profits  on  reserve  notes  under  H.R.  171 43 

Rates  of  interest  in  all  States 42 

hiffh  in  Southwest  and  Northwest 22 

Receipts  and  expenditures  of  United  States,  in  gold '       41 

Receipts  from  customs,  in  gold 23, 24 

Recommendations  of  Comptroller 20 

Redemption  of  legal  tender  notes 30 

Reform,  demand  &r,  justified 17 

Reserve  notes,  profits  on,  under  H.  R.  171 43 

Reserves  of  banks,  cash 26 

Revenue,  deficiency  in 22 

Silver  coin,  existing  conditions  as  to 15 

dollars,  increasing  use  of 25 

measure  of  value 23 

Sherman,  John  (Senator),  on  existing  conditions 83 

Sherman  law 68 

Solution  of  financial  and  banking  ills 13 

Speculators  in  bonds,  banks  as 1 18 

Taxation,  loss  to  people  in  interest  by 16 

Text  of  bill  H.  R.  171 5 

Treasury,  cash  in,  1882-1891 37 

condition  of,  paralyzes  business 23 

divorce  from  banking 21 
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TreaflOTy,  gold  receipts  and  expenditures  of 41 

money  in,  1881-1890 55 

question,  origin  and  solution 75 

wastefulness  of 37 

United  States,  credit  of,  damaged 16 

debt  of.     (^66  Debt.) 

exports  and  imports  of 35, 36 

gold  exported  by 33 

paper  money  kept  in  circulation  by 37 

United  States  Treasury.    {See  Treasury.) 

Visible  ffold 25 

War  under  existing  conditions 23 

Wastefulness  of  United  States  Treasury 37 

World's  production  of  gold 33 

BTATEMEHT  OF  MB.  THEODOEE  GILlCAir. 

(Page  88.) 

Aflsociations,  State  and  national  banking 106 

Baltimore  plan 102 

Banking,  clearing  houses  in 94 

law,  purpose,  and  effect  of 95 

operation  of .  ^ 94 

Banks  do  not  suffer  from  liquidation 99 

BillH.  R.  3338j  text  of 88 

Bonds  as  a  basis  for  currency 104 

Circulating  notes,  profit  on 106 

Clearing-house  currency,  strength  of  a 101 

Clearing  houses 88 

certificates  of 95 

in  banking 94 

incorporation  of 101 

of  issue 101 

Cleveland  (President),  Venezuelean  message  of 98 

Credit,  Daniel  Webster  on 97 

Currency,  a  secured 1 103' 

bonds  as  a  basis  for 104 

clearing-house,  strength  of  a 101 

Forcing  liquidation 98 

Insolvent  notes 105 

Issue,  clearing  houses  of 101 

Jackson  (President)  on  United  States  bank 100 

Liquidation,  forcing : 98 

banks  do  not  suffer  from 99 

Notes,  insolvent 105 

Notes,  circulating.     (Sm  Circulating  notes.) 

Operation  of  banking 94 

Panic  caused  by  silver  scare  and  Venzuelan  message 98 

Panics,  immunity  from,  promised 105 

methods  of  dealing  with 98 

nature  of 97 

safeguard  against 96 

Profit  on  circulating  notes.     (See  Circulating  notes. ) 

Secured  currency,  a 103 

Silver  scare  caused  panic 98 

State  and  national  banking  associations 106 

United  States  Bank 100 

Text  of  bill  H.  R.  3338 88 

Venzuelan  message  caused  panic 98 

Webster,  Daniel,  on  credit 97 

8IAXEHXRT  OF  HOK.  CHAKT.TO  K.  FOWLER. 

(Page  107.) 

American  people  opposed  to  free  and  unllmite<l  coinage  of  silver 113 

favor  the  gold  standard 114 

Arthur  (President)  warning  by 112 
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AflaetSy  notes  a  first  lien  on ISl 

Atkinson,  Edward,  estimates  of 127 

Banking  business,  get  the  Government  out  of  the ' Ill 

Banking  system,  Canadian 118 

German 118 

present 113 

Banking  the  result  of  evolution 115  . 

Banknotes,  constant  redemption  of 128  M 

Bank  of  France 117 

Bank  of  England 117 

Banks,  gold  reserve  in 123 

indnoements  to,  to  reorganize  under  H.  B.  6442 129 

Irish 117 

Scotch 117 

national,  not  favored  institutions 125 

reorganization  provided  for 121 

Bill  H.  R.  6442,  results  promised  under 134 

text  of 107 

Bimetallism,  international 112 

Bonded  indebtedness,  increasing  our 115 

Bond  notes  a  legal  tender  under  H.  B.  6442 122 

Bonds  prepared  by  Secretary  Foster 112 

Canadian  banking  system 118 

Cancellation  of  Treasury  notes 124 

Circulation,  tax  upon 127 

Checks  and  drafts,  work  performed  by 120 

Credit  money  of  Great  Britain 117 

Currency,  secured,  must  lack  elasticity 115 

Current  redemption 190 

Debt,  national,  will  soon  be  paid 115 

reduced  by  President  Harrison 115 

increasing  onr 115 

Elasticity,  secured  currency  must  lack 115 

England,  Bank  of.    (See  Bank  of  England.) 

Evolution,  banking  the  result  of 115 

Finance,  ministers  of 121 

Foster,  Charles  (Secretary  of  the  Treasury),  prepared  bonds 112 

France,  Bank  of.     (See  Bank.) 

Free  and  unlimited  coinage  of  silver 113 

Germany,  system  of 118 

Gold  hoarding 110 

payments,  maintaining 133 

reserve  in  banks 123 

standard,  American  people  favor  the 114 

Gk>vemmeut  divorced  from  banking  business Ill 

Great  Britain,  credit  money  of 117 

Greenbacks  foolishly  perpetuated 110 

Harrison  Administration,  bonds  prepared  in 112 

Harrison  (President),  national  debt  re«lnced  by 115 

Hoarding  gold 110 

Inducements  to  banks  to  reorganize  under  H.  B.  6442 129 

Interest,  equalization  of  rates  of 127 

International  bimetallism 112 

Irish  banks 117 

Legal  tender,  bond  notes  a 122 

Lien  on  assets,  notes  a  first 131 

Lincoln  (President),  foresight  of 114 

Louisiana's  successful  system 134 

Maintaining  gold  payments 132 

Measure  of  value  needed,  unequivocal Ill 

Ministers  of  finance 121  ^ 

National  debt.    (See  Debt. ) 

Notes  a  first  lien  on  assets 131 

Notes,  bond.     (See  Bond  notes.) 

Organic  diflBculty,  remedies  for  our Ill,  112 

Paper  money,  final  retirement  of 131 

to  be  converted 123 

Payments,  maintaining  gold 132 

Bedemption,  current 130 
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Ktfdemption  of  bank  notes,  constant 128 

Red-dog  money 116 

Remedies  for  oar  organic  difficulty 111,112 

Reorganization  of  banks  under  H.R.  6442 121 

Reserve  in  banks,  gold 123 

Reserve,  increasing  the 112 

Retirement  of  paper  money,  tinal 131 

Revenue,  lack  of,  no  cause  of  trouble 112 

Scotch  banks 117 

Silver,  free  and  unlimited  coinage  of 113 

Speculations,  unwise 119 

Suffolk  system 116 

Tax  upon  circulation 127 

Treasury  notes,  cancellation  of 124 

Value,  measure  of Ill 

Yankee  ingenuity 116 

8TATEMEHT  OF  HON.  E.  J.  BILL 

(Page  135.) 

Act  of  January  7, 1862 139 

Banking,  supervisors  of 147 

Bill  H.  R.  171  based  on  a  correct  principle 147 

H.  R.  7085,  text  of 135 

H.  E.  7382,  text  of 145 

Bonds,  circulation  increased  to  par  valueof 141 

Carlisle,  John  G.  (Secretary  of  the  I'reasury),  views  and  report  of. .  137, 138, 145, 146 

Chase,  Salmon  P.  (Secretary  of  the  Treasury),  objection  to  legal-tender  act.. .  139 

Circulation  a  convenience  for  the  public 144 

bill  for  an  elastic 145 

issued  to  par  value  of  bonds 141 

Collamer,  Jacob,  objection  to  legal-tender  act 139 

Conkling,  Roscoo  ( Senator),  objection  to  legal-tender  act 139 

Currency,  greenbacks  never  intended  for  permanent 139 

Elastic  circulation,  bill  for  an 145 

Emergency  notes 148 

Fessenden,  William  Pitt  (Secretary  of  the  Treasury),  objection  to  legal- tender 

act 139 

Greenbacks  a  temjfOrary  expedient 140 

Greenbacks  never  intended  for  permanent  currency 139 

Gold  standard,  preference  for 140 

Government  finances,  demand  for  relief  to 137 

Knox,  John  Jay  (Comptroller  of  the  Currency),  recommendations  of 141 

Legal-tender  act  of  January  7, 1862 : 139 

paper  money,  nnlimited 142 

Money,  not  more  money,  but  better 143 

Morrill,  Justin  S.  (Senator),  objection  to  legal- tender  act 139 

Note  issues,  dual  character  of  proposed '. 146 

Notes,  emergency 148 

Paper  money,  unlimited  legal  tender 142 

Present  system  absolutely  safe 143 

Proposed  note  issues,  dual  character  of 146 

Relief  to  Government  finances,  demand  for 137 

Safety  of  present  system 143 

Sherman,  John  (Senator),  objection  to  legal- tender  act 140 

Stevens,  Thaddeus,  objection  to  legal-tender  act 139 

Supervisors  of  banking 147 

Walker  bill  based  on  a  right  principle 147 

BTATEMEHT  OF  HON.  MABRIOIT  BBOSIVS. 

(Page  149.) 

Bank  of  England,  notes  of 166 

Robert  W.  Hughes  on 165 

Tookeon • 155 

Bank  of  France,  sold  holdings  of 158 

Voltaire  on 167 

Bank  of  Germai^,  gold  holdings  of 158 

Banking  system  of  England 165 
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Banking  system  of  France 166 

Germany... 167 

Bank  conld  not  keep  adequate  gold  reserve 172 

Baring  failure 159,166 

Banks  alone  can  not  maintain  parity 171 

^old  holdingsof  European 158 

increase  of  circulation  of 172 

of  eight  Southern  States 174 

of  Lancaster  County,  Pa 173 

relief  from  smaller 174 

Bill  H.  R.  7247,  text  of 140 

Bland- Allison  Act 159 

Butler,  testimony  of  Mr 152 

Canadian  hanking  system 168 

Cannon,  Henry  W.  (Comptroller  of  the  Currency),  views  of 154 

Circulation  of  hanks,  increase  of 172 

Credit  currency 160 

Damn  the  solar  system 155 

Dehtof  the  United  States,  Gladstoneon 157 

Democracy,  unmitigated 157 

Eckels,  James  H.  (Comptroller  of  the  Currency),  views  and  report  of 155 

Elasticity 152 

Endless  chain 170 

England,  hanking  system  of 165 

Enjglish  hanking  act  of  1844 166 

Fauureof  Baring  Brothers 159 

Financial  difficulties,  causes  of  our 158 

France,  hanking  system  of 166 

Germany,  hanking  system  of 167 

Gihson,  George  Rutledge 158 

Gladstoneon  United  States  deht 157 

Gold  in  Treasury  on  May  1, 1887 158 

holdings  of  European  hanks 158 

movement  of 159 

redemption  of  notes  in 160 

reserve,  hank  conld  not  keep  an  adequate 172 

Hephum,  A.  B.  (Comptroller  of  the  Currency),  views  of 154 

Hughes,  Rohert  W 165 

Knox,  John  Jay  (Comptroller  of  the  Currency),  views  of 153 

Lacey,  Edward  S.  (Comptroller  of  the  Currency),  views  of •- 154 

Lancaster  County,  Pa.,  hanks  of « 173 

Laughlin,  J.Lawrence 175 

Legal  tenders,  John  Sherman's  praise  of. 168 

retirement  of 168 

Maintain  the  parity,  hanks  alone  can  not 171 

MUl,  John  Stuart 169 

Miller,  Samuel  F.  ( J  ustice  Supreme  Court),  on  national  hanks 156 

Money,  Trade,  and  Banking,  J.  H.  Walker's  work  on 156 

Movement  of  gold 159 

revenue 160 

National  hanks  and  prosperity 157 

Notes,  redemption  of,  in  gold 160 

Notes  of  Bank  of  England 166 

Panic  defined 165 

of  1893 165 

Panics,  ten  since  1813 Ido 

Parity,  hanks  alone  can  not  maintain 171 

Peele  hanking  act  of  1844 166 

Prohyn,  Leslie  C 176 

Prosperity  of  Un  ited  States,  wonderful 157 

Redemption  of  notes  in  gold , 160 

Reenforce  the  reserve 174 

Relief  from  smaller  banks 174 

Reserve,  gold,  h.ank  could  not  keep  adequate 172 

reenforce  the 174 

Retirement  of  legal  tenders 168 

Revenue,  movement  of 160 

Sherman,  John  (Senator),  in  praise  of  legal  tenders 168 

Shermanlaw 175 
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Smith,  Sydney,  on  the  solar  system 155 

Sonthem  States,  banks  of  eight 174 

TookeonBank  of  England 155 

Treasnry  notes  of  1890 175 

I'renholin,  William  L.  (Comptroller  of  the  Currency ),  views  and  report  of..  154, 162 

United  States,  conditions  in 164 

prosperity  of 157 

Voltaire  on  the  Bank  of  France 167 

Walker,  J.  H.,  work  on  money,  trade  and  banking 156 

Windom,  William  ( Secretary  of  the  Treasury ) ,  report  of 176, 177 

STATEMENT  OF  MB.  WILLIAM  L.  BOTALL. 

(Page  178.) 

Asoot  races,  an  incident  at 200 

Assets,  notes  issued  against 212 

Balances  settled  by  exchange ^04 

Baltimore  plan 207 

Bancroft,  George 196 

Banknotes,  universal 211 

Bank  of  North  America 194 

the  United  States 197 

Banking  facilities  in  the  South,  lack  of 183 

Banking,  Herbert  Spencer  on 190,205 

reserves  of  seven  Virginia  cities 183 

Banks,  chartering 198 

in  Virginia,  condition  of,  in  1860 181 

neighborhood,  of  Great  Britain 191 

private,  that  failed 188 

notes  issued  by 189 

war  broke  down 188 

wildcat,  no  longer  possible 203 

Blair,  Frank  S.,  letter  of 184 

Bonds,  issuing,  to  take  np  greenbacks 209 

Branch  banks 190 

in  England 192 

Bryan,  Joseph 178 

Butler^  Pierce 1^ 

Canadian  banking  system 194 

Chartering  banks 198 

Circulation,  10  per  cent  tax  on.    {See  State  bank  tax. ) 

Colonial  times,  paper  money  in 194 

Constitution,  powers  conferred  by  the 194 

Country  people,  grievance  of  the 198 

(See,  aleOf  Farmers.) 

Currency,  a  local 192 

an  abundant 190 

needed : 205 

Ellsworth,  Oliver  (Chief  Justice) 195 

England,  branch  banks  in 192 

Exchange,  balances  settled  by 204 

media  of,  lacking 205 

Farmers  can  not  borrow 184 

are  not  fools 203 

need  State  bank  notes 200 

Favors  and  privileges,  a  Government  of 203 

Fools,  farmers  are  not 203 

Great  Britain,  neighborhood  banks  of 191 

Greenbacks,  issuing  bonds  to  take  up 209 

Grievance  of  the  country  people 198 

Government  of  favors  and  privileges,  a 203 

interference,  no 205 

notes  should  be  retired 207 

Hamilton,  Alexander  (Secretary  of  the  Treasnry) 196 

Issuing  bonds  to  take  np  greenbacks 209 

Jackson,  J.  F.,  letter  of 191 

Jackson  (President),  on  United  States  Bank 197 

Lack  of  banking  facilities  in  the  South 183 
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Lancdon,  John  (Senator) IfiS 

Legislation,  repeal  all 909 

Local  onrrency,  a Id9 

needed 306 

Madison  (President) 196 

Massie,  Engene 179 

Media  of  exchange  lacking 206 

Money  of  Sanchez 201,906 

Morris,  Gouvemenr 196 

Neighborhood  banks  of  Great  Britain ISHL 

North  America,  Bank  of 194 

Notes  issued  by  private  banks 189 

against  assets 212 

of  Eastern  and  Western  State  banks 202 

redeemed  in  silver 206 

Panic  of  1857 186 

of  1893 186 

Paper  money  in  colonial  times 194 

Powers  conferred  by  the  Constitution 194 

Private  banks  that  failed 188 

notes  issued  by 189 

Reed,  George 196 

Repeal  all  legislation 202 

of  State  bank  tax,  whole  South  approves 209 

Retirement  ot  Grovemment  notes 907 

Richmond  Times,  mobbing  of 178,179 

Dispatch 179 

Ruling  of  Supreme  Court 196,197 

Sanchez,  money  of 201,205 

Scotch  banking  system 193 

Settlement  can  be  made,  a 210 

Silver,  notes  redeemed  in 206 

question,  State  banks  will  solve  the 208 

wedded  to  free 913 

State  bank  notes,  farmers  n  eed 900 

system,  before  the  war 187 

tax 186 

whole  South  approves  repeal  of 209 

State  banks,  notes  of  Eastern  and  Western 209 

will  solve  silver  question 908 

State  rights 911 

South  approves  repeal  of  State  bank  tax 1 909 

Spencer,  Herbert,  on  banking 190^,205 

Suffolk  Bank,  what  it  required.. 212 

system 199 

Supreme  Court  ruling 196^197 

Ten  per  cent  tax.    (See  State  bank  tax. ) 

United  States  Bank 197 

Universal  bank  notes 211 

Virginia  banks  in  1860,  condition  of ^... 181 

conditions  in  to-day .^ 182 

War  broke  down  banks .' 188 

doctrine 197 

Wedded  to  free  silver 913 

Wildcat  banks  BO  longer  possible 203 

Wilson,  James 196 

BTATEMEHT  OF  XR.  B.  B.  FBBBIB. 

(Page  219.) 

Agents,  redemption 225 

Assets  of  bank,  circulation  a  first  lien  on , 221 

Banking  i  s  a  h  nge  cred i t  system 225 

Banks,  right  of,  to  issue  circulation 221 

Bill  H.  R.  2699,  text  of. 219 

Bonds,  notes  to  be  convertible  into -- 222 

Canadian  banking  system 225 

Circulation  a  first  lien  on  assets 221 

issued  to  par  value  of  bonds 221 
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Ciroalation,  zedempiioii  of • 222 

right  of  banks  to  issue * 221 

tax  on 221 

Circnlating  notes,  limit  of  issue  of 225 

Credit  system,  banking  is  a  huge 225 

Current  redemption 224 

Greenbacks,  retirement  of 223 

Lien  upon  assets^  circulation  a  first 221 

Limit  of  issue  of  circulating  notes • 225 

Kotes,  limit  of  issue  of  circulating 225 

to  be  converted  into  bonds 222 

Redemption  agents .' 225 

current 224 

of  circulation 222 

Setirement  of  the  ^eenbacks 223 

Right  of  banks  to  issue  circulation 221 

Scotch  banking  system 225 

State  and  national  banks  to  share  alike 221 

Tax  on  circulation 221 

8TATEMEHT  OF  XR.  R.  A.  LAV0A8TER 

(Page  214.) 

Banking  capital.  Southern  States  need  more 216 

Banking,  North  and  South  after  the  war 214 

should  be  made  profitable 218 

Bryan  States,  currency  in 215 

Currency  in  Bryan  States 215 

State  bank,  prejudices  against 216 

Current  redemption 217 

Farmers  at  a  disadvantage 215 

Interest,  reasonable  rates  of 218 

National-bank  act 214 

People  in  rural  districts  discouraged 215 

Plea  for  fewer  restrictions 217 

Prejudices  against  State  bank  currency 216 

Rates  of  interest,  reasonable 218 

Redemption,  current 217 

Remedy  suggested 217 

Restrictions,  plea  for  fewer 217 

Rich  men  in  tne  South,  few 216 

Richmond,  State  banks  in 218 

Rural  districts,  people  in,  disoouraged • 215 

State  bank  currency,  prejudices  against 216 

State  bank  tax  an  incalculable  injury 214 

State  banks  in  Richmond 218 

State  bank  system  needed 216 

Southern  States  need  more  banking  capital 216 

War,  banking  North  and  South  before  the 214 

STATEMEirT  OF  MB.  GAXALDEL  BBABFOSB. 

(Page  226.) 

Banking,  currency  separated  from 230 

Congress,  Secretary  of  the  Treasury  to  appear  before • 229 

Currency,  conditionsof  a  sound 230 

separated  from  banking 230 

Greenback  craze 227 

Indianapolis  monetary  convention 227 

Monetary  convention,  Indianapolis 227 

Nationally  responsible,  no  one 228 

Responsible,  no  one  nationally 228 

Rusn  of  schemes,  constant 227 

Secretary  of  Treasury  to  appear  before  Congress 229 

Schemes,  constant  rush  of 227 

Silver  craze 227 

fipund currency^  conditionsof  a •  230 
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8IA.IE1DSHT  OF  HOV.  JAXE8  H.  ECXEL8. 

(Page  231.) 

Aocnmnlation  of  money  in  large  centers 368 

Advisers,  expert 323 

Agencies,  redemption 277 

Agent  of  banks,  Treasury  as  an 339            i 

Agricultural  districts,  present  system  works  hardship  to 254 

just  grievance  of 255 

Appreciation  of  gold -^ 803 

Arts,  gold  in  the 302 

Assets  as  a  basis  for  circulation 278,^2 

convertible 376 

notes  a  first  lien  upon 282,424 

notes  issued  against 317, 388, 419 

(See  aho  Credit  currency.) 

Austria  and  the  gold  standard 289 

Baltimore  plan 409 

bankers  deserted  the 370 

Baring*  failure 267,271,298 

Bank  act  (national)  original  purpose  of 316 

suggested  amendment  of 312 

depositors  in  this  country,  number  of 300 

managers,  ability  of 281 

note  redemption,  cost  of 306 

notes  issued  against  credit 242 

in  lieu  of  legal  tenders 382 

outstanding.  1878  to  1896 431 

of  England,  golaholdings  of 371 

locked  up  in 301 

rate  of  discount  of 273,301 

panics  in  other  countries 412 

reserves 284 

Banker,  every  French  peasant  his  own 299 

Government  as  a 248 

Bankers  deserted  the  Baltimore  plan 370 

Banking  before  the  war 236 

business,  Grovernment  divorced  from 356 

facilities,  essential  to  gold  payments 294 

in  cities 254 

functions,  relieving  Government  of 328 

greenbacks  as  a  basis  for 241 

must  be  made  proiltable 389 

8\'stem  can  not  be  conducted  on  sentiment 331 

Treasury  divorced  from S21 

Banks,  amount  of  deposits  in 270 

are  conductea  for  profit 243 

assets  of,  as  abasis  for  currency 278 

combination  by  the ■- 366 

could  maintain  gold  payments 405 

daily  reports  of  condition  of 820 

dependent  on  general  prosperity 241 

established  in  small  communities 251 

miscellaneous  stocks  held  by 396 

no  more  needed 377 

private,  issuing  notes  of 252 

profits  to,  on  circulation 252,321 

really  maintain  parity  of  metals 334 

redemption  safely  transferred  to 337 

safer  and  better  redemption  by 830          /' 

should  assume  current  redemption  of  notes 235 

solvency,  popular  idea  of 808 

Treasury  as  an  agent  of 339 

withdrawal  of  gold  from 832 

with  small  capital,  authorizing 881 

would  contract  and  expand  currency 241 

would  maintain  gold  redemption 240 

Bills  before  the  committee 288 
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BmH.K.171 814,316,317,318,319,330,321,822,324 

effect  of,  onBilver 342 

opinion  of  Comptroller  on 857 

persnaeive  and  not  mandatory 837 

provisions  of,  advocated  by  conventions 336 

H.  R.  1999,  text  of 858 

H.K.7247 386 

H.R.  9823,  text  of... 378,379,380,381,382,383 

Bimetalllo  standard,  elements  essential  to  maintaining 304 

Bimetallism ;    803 

an  impossibility •    804 

Bimetallists,  tbeory  of  the 262 

Bismarck  on  the  supply  of  gold *. 301 

Bland-Allison  Act 239,244 

coinage  under 432 

effect  of 261,322 

Bond  issue  authorized,  gold 379 

of  the  Harrison  Administration,  proposed  .  *. 400 

recent 245,260 

Bonds  as  a  basis  for  currency  notes 242 

circulation  increased  to  par  value  of 246, 279, 284, 378, 410 

secured  by 361 

issuing,  to  retire  greenbacks 363 

investing  safety  fund  in 365 

notes  issued  against  State  and  municipal 390 

rieht  of  Secretary  of  the  Treasury  to  issue 249 

sold  to  meet  current  expenses 261 

State  and  municipal,  held  by  banks 395 

value  of,  increased  by  issue  of  notes  to  par  value  of 283 

Branch  banks 250,252,256,275 

Brazil  &nd  the  gold  standard 293 

Brokerage  shop,  the  Treasury  a 392 

Bullion  m  the  Treasury,  utilizing  the 373 

Calderhead,  questions  submitted  in  writing  by  Mr... 430 

Call  deposits  counted  as  a  reserve 256 

Canad  i  an  banking  system 246 

Carlisle  bill,  the  (»ee  afoo  bill  H.  R.  1999) 899 

Capital,  aggregated,  not  dangerous 828 

autiiorizing  banks  with  small 381 

laborer's,  his  ability  to  work 265 

Cause  of  hard  times 232 

Causes  of  present  danger 388 

Certificates,  clearing-house 326 

Charters,  special 426 

Chase,  Salmon  P.  (Secretary  of  the  Treasury)  disbelieved  in  first  Treasury- 
note  issue 237 

Cheapness 822 

Checks  and  drafts,  enormous  use  of 300 

create  a  currency 810 

Chicago  banks  in  the  panic  of  1893 272,315 

Chile  and  the  gold  standard 293 

Circulating  notes,  issue  of 862 

Circulation  against  assets,  limited 282 

assets  of  banks  as  a  basis  for 278 

(See  aUo  Credit  currency.) 

clearing-house 326 

emergency 243,326 

increased  topar  value  of  bonds 246,279,284,378,410 

no  profit  to  banks  on 252 

of  silver  coin 425 

profit  to  banks  on 321 

reducing  the 365 

restriction  of 326 

retirement  of 881 

secured  by  bonds 861 

security  of 863 

silver  forced  into 348,369 

tax  on 279,364,878,406 

Civil  war  conducted  on  a  gold  basis 830 
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Cl«4riQg-hoiiB«  circulation 326 

oertifloatcs 327 

dlBtricts ---       415 

pajmentsof  1893 315 

provisions 323 

suspension  of  gold  payments  at  New  York 433 

Coe,  George  S.,  proposition  of 237 

Coinage,  silver,  agitation  ended 353 

under  Bland-Allison  Act 432 

Coin  payments 349 

shipments 429 

Commercial  banks,  provinceof 275 

Committee,  province  of  this 266 

report,  unanimous,  essential 324 

Comptroller  or  the  Currency,  discretion  allowed  the 332 

opinion  of  the,  on  H.'R.  171 357 

jf^urpose  of  recommendations  of 313 

•      recommendations  by 312 

vote  of  thanks  to 430 

Compulsory  note  issues 279,280 

Congestion  of  currency  in  New  York 255,256 

large  centers 351 

Constitutionality  of  proposed  legal  tenders 353 

Consulting  board  under  Fowler  bill 411 

Contraction,  funding  would  not  cause 234 

Convertible  assets 376 

Com  crop  in  Iowa 252 

Cost  of  bank-note  redemption 306 

currency 318 

redemption  of  currency 305 

transportation  of  currency «...  306 

Credit,  bank  notes  issued  against 242 

currency 247,277,397,408 

as  a  counterbalance 283 

in  the  United  States 269,414 

redemption  of 427 

facilities  in  various  countries 287 

money,  imprisoning  the 1 336 

of  Russia 288 

of  the  Government 243,333,414,421 

Creditor  nations 273 

Currency,  additional,  demand  for  located 310 

(bank)  should  not  be  alegal  tender 256 

checks  create  a 310 

congestion  of,  in  New  York 255,256 

cost  of 318 

redemption  of 305 

transportation  of 8i)6 

credit,  as  a  counterbalance 283 

greenbacks,  an  expensive 401 

bonds  as  a  basis  for 242 

profits  of,  vary  day  by  day 318 

redundancy  of. 257,270 

scarcity  of,  in  rural  sections 250 

secured,  not  elastic 314 

silver,  present  amount  of 352 

three  kinds  of,  provided 338 

volume  of 366,431 

not  the  question 232 

Current  expenses,  bonds  sold  to  meet 261 

redemption 406 

banks  should  assume 235 

place  of 288 

responsibility  for 327 

ridding  the  Treasury  of 316 

Treasury  relieved  of 278 

and  final  redemption 846 

Customs  payments  in  gold 433 

cessation  of ....••••• 333 
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]>angery  canses  of  present 388 

of  the  ])resent  system 235 

I>ebtor  nations 259 

United  States  the  greatest  of 296 

I>eman(l  for  additional  currency  located 310 

Depositors  (bank)  in  this  country^  number  of 300 

insuring,  against  loss 412 

Deposits  in  the  bankH,  amount  of 270 

reserve  held  against 270 

Director  of  the  Mint,  report  of,  for  1895 . .  258, 259, 263, 268, 270, 272, 284, 288, 289, 291, 293 

Disaster  escaped  by  a  narrow  mar^rin 235 

Discount,  rates  of,  of  Bank  of  England 273, 301 

Discussion  of  H.  R.  7247 386 

Disturbances  possible  under  the  best  system 312i 

Effect  of  Sherman  law 238 

Elasticity 322,363 

Election  of  1896 239,423 

Emergency  circulation 243,326 

Endless  chain 370 

Exchange,  maintaining  the  par  of 266 

Expulsive  financial  system 324 

Expense  of  present  system 234 

Experience,  teachings  of 298 

Expert  advisers 323 

Export  of  gold.    {See  Gold.) 

Europe,  threat  of  war  in 298 

Facilities  of  banking  in  cities 254 

Field  of  Secretary  of  the  Treasury 274 

Final  redemption,  current  and 346 

Financial  depression,  long-continued 232 

legislation  of  1890,  eftect  of 238 

thewar 237 

police  powers 429 

system,  expensive 324 

of  United  States,  worst  of  any  leading  nation 322 

trouble,  source  of  our 233 

First  lien  upon  assets,  notes  a 282, 424 

Fiscal  operations  can  not  be  conducted  on  sentiment 245 

Foster,  Charles,  Secretary  of  the  Treasury,  on  gold  paymen ts 333 

French  peasant  bin  own  banker,  every 299 

Function  of  metallic  money 267 

Funding  would  not  cause  contraction 234 

Gallatin,  Albert  (Secretary  of  the  Treasury) 251 

Geographical  location  of  gold 350 

Gold  and  silver,  redemption  of  notes  in 383, 403 

appreciation  of 303 

a  stable  measure  of  value 303 

a  valuable  property  to  have 302 

basis,  civil  war  conducted  on  a 330 

Bismarck  on  the  supply  of 301 

bond  issues  authorized 379 

can  always  be  obtained 272,302 

coin  in  circulation  in  Pacific  States 270 

customs  payments  in 433 

cessation  of 333 

export  and  demand  for,  effect  of  wheat  famine  on 273 

exports  of 286,296 

a  beneficial  thin^ 296 

affect  securities  in  New  York  market 297 

geographical  location  of 350 

foes  where  needed 250 
carding 244,286,312 

holdings  of  Bank  of  England 371 

in  small  cities,  amount  of 351 

the  arts 302 

Treasury,  increaseof 370 

United  States,  increase  of 1 286,433 

world,  location  of 272 

locked  up  in  the  Bank  of  England 301 

CUE 37 
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Gold  only,  effect  of  redeeming  in 311 

notes  redeemable  in 426 

payments  at  New  York  clearing  house 432;  433 

banking  facilities  essential  to 294 

banks  could  maintain 4C5 

cause  of  suspension  of «  333 

Secretary  Foster  on 333 

during  the  war 237 

Louisiana  maintciined 237 

of  notes,  maintaining S40 

production  of,  in  1896 301 

increased  yearly 295 

redemption,  banks  would  maintain 240 

of  notes,  maintaining 339 

silver  redeemable  in 244, 34S 

standard  of  value 354 

foreign  countries  and  the 288,289, 

single - 

stock  of  the  United  States 

supply  ample 267 

BurpI us  of,  i u  several  countries 296 

the  recognized  standard 264 

visible 301 

withdrawal  of  from  banks 333 

world  searching  for _. 301 

Government  as  a  banker 248 

redemption  agent 338 

credit  of 414,421 

impaired 243^333 

can  create  values,  idea  that : 247 

divorced  from  banking  business 356 

note  issuing  not  a  function  of 248 

relieving,  of  banking  functions 328 

supervision,  notes  issued  under 406      ^ 

Greenbacks  an  expensive  currency 401 

as  a  basis  for  banking 241 

dangerous,  are  the 400 

get  rid  of  the 235 

uuprisoning  the 372 

issuing  bonds  to  retire 363 

Frotests  against  the  retirement  of 234 

agricultural  sections,  just 255 

Hard  times,  cause  of  the 232 

Harrison  Administration,  proposed  bond  issue  of 400 

Hoarding  gold 244,286,312 

Home  market,  creating  a ' 375 

Increase  of  gol d  in  the  Treasury 370 

Insuring  depositors  against  loss 412 

Interest,  rates  of 318 

in  Tennessee 368 

Iowa,  failure  of  com  crop  in 252 

Issuing  notes  of  private  banks 252 

Issue  of  legal  tenders 325 

Italy  and  the  gold  standard 293 

Laborer's  capital  his  ability  to  work 265 

Legal  tender  act,  decision  of  Supreme  Court  on 354 

bank  currencv  should  not  be  a 256 

tenders,  bank  notes  issued  in  lieu  of 382 

constitutionality  of  proposed 353 

issue  of 325 

popular  delusion  concerning 371    y' 

retirement  of 353,379 

first  step  toward  relief 246 

Legislation  needed 232 

people  demand  new  financial 886 

of  1890,  financial 238 

of  the  war,  financial 237 

Loaning  on  real  estate 875 

Louisiana  maintained  gold  payments 287 
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McCnlloch's  bank 259 

Maintaining  a  bimetallic  standard,  elements  essential  to 304 

Measure  of  value,  gold  a  stable 303 

Metallic  money,  aecreasing  nse  of 285 

function  of 267 

no  demand  for 285 

Mint,  Report  of  Director  of.    (See  Director.) 

Monetary  system  of  the  United  States,  doubtful .' 435 

Money  accumulates  in  large  centers 368 

redemptive,  defined 347 

Morrill,  J.  S.  (Senator),  on  first  Treasury  note  issue 237 

Morris,  Gouvemeur,  on  the  Constitution 356 

National  credit,  establish 233 

National  banks.    {See  Banks. ) 

Note  issues,  compulsory 279,280 

of  State  banks 276 

Note  issuing  no t  a  function  of  Government 248 

redemption 425 

Notes  a  first  Hen  on  assets j 2S2,i2i 

Notes,  current  redemption  of.    (See  Current  redemption.) 

issued  against  assets , 319,388,419 

(See  also  Credit  currency.) 

State  and  municipal  bondjB 390 

under  Government  supervision 406 

issue  of  calculating 362 

maintaining  gold  payments  of 340 

of  private  banks,  issuing 252 

redeemable  in  gold  only 426 

redeemed  in  silver 392 

silver  in  place  of  small 372 

two  classes  of 389 

Original  purpose  of  the  national-bank  act 316 

Overtrading 232 

impedes  business 300 

Pacific  States,  gold  coin  in  circulation  in 270 

Panic  of  1893 238,240 

Chicago  banks  in 272 

suspension  in 314 

possibilities  of  aoother 371 

Panics  in  other  countries 412 

Paper  money  of  the  United  States 269 

world,  uncovered 263 

various  countries,  uncovered 257,290,292,293 

Parity,  strain  of  maintaining  paper  at  a 251 

of  metals,  banka  reaUy  maintain 334 

Par  of  exchange 263 

lost  since  1873 266 

maintaining  the 266 

People  demand  new  financial  legislation 386 

Place  of  redemption 319,332 

Police  powers,  financial 429 

Postponement  not  wise 387 

Premises,  wrong 266 

Present  system,  danger  of 235 

expense  of 234 

responsible  for  high  rates  of  interest 252 

works  hardship  to  agricultural  districts 254 

Production  of  gold,  increased  yearly 295 

in  1896 301 

Profit,  banks  are  conducted  for 243 

on  circulation,  if  increased  to  par  value  of  bonds 284 

to  banks 321 

no 252 

Profits  on  currency  vary  day  by  day 318 

Propositions  for  relief 388 

Protests  against  retirement  of  greenbacks 234 

Province  of  commercial  banks 275 

this  committee 266 

Raoe,  superiority  of 266 
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Bate  of  discoimt  of  Bank  of  England STS^m 

interest 318 

in  Tennessee 368 

present  system  responsible  for  high... ^ 952 

Real  estate,  loaning  on 375 

Recent  bond  issues 260 

Recommendations  of  the  Comptroller 313 

pnrpoaeof. 313 

Redeeming  in  gold  onl^,  effect  of 311 

silver  in  g<Ma 416 

Redemption  agencies 977 

agent,  Goyemment  as 388 

bybankSy  safer  and  better 380 

coin  required - 309 

cost  of  bank  note 306 

current.    {See  Current  redemption. ) 

districts 310,407 

final 309 

fund,  5  per  cent 285,288,309,390,362,367 

gold  and  silver 403 

method  of,  not  changed 339 

note • 425 

of  credit  currency 427 

currency,  cost  of 306 

notes  in  ^old  and  silver 388 

maintaining  gold 339 

place  of 319,332 

present  method,  sure  and  safe ...^ 329 

safe  but  expensive ^...  329 

safely  transferred  to  banks 337 

two  kinds  of 334,420 

ultimate,  a  matter  of  fancy 985 

under  Suffolk  system 365,307,310 

Redemptive  money  defined 347 

Kedunuancy  of  the  currency 267,970 

Relief,  legal-tender  retirement  Ihe  first  step  toward S46 

propositions  for 388 

Remedy,  branch  banks  a 256 

Repeal  of  State  bank  tax 407 

Report  of  Director  of  the  Mint.    {See  Director.) 

Secretary  of  the  Treasury M) 

Reports  of  condition  of  banks,  daily 320 

uniformity  of,  an  advantage 374 

Repudiation 210 

Reserve,  a  safe 271 

call  deposits  counted  as  a '  966 

held  against  deposits 270 

money 369 

needed,  estimating  the  amount  of 384 

Reserves,  bank 984 

use  of 390,884 

Resolution  offered  by  Mr.  Brosius 231 

Retirement  of  greenbacks  by  issuing  bonds 863 

protests  against 934 

legal  tenders 335,379 

national-bank  circolation 381 

silver  certificates 381 

Rural  districts  of  the  South,  condition  of 915 

sections,  scarcity  of  currency  in 250 

Russia  and  the  gold  standard 988 

credit  ol. 288 

Safe  reserve,  a 271 

Safety  fund 428 

provisions 319,466 

investing  in  bonds 365 

Scarcity  of  currency  in  rural  sections 980 

Scotch  system " «,..•.....»..  881 

Secretary  of  the  Treasury^  field  of ^ .., ».••••. .^^^ 274 
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SMretary  of  the  Treasnry,  report  of 201^ 

Securities  in  New  York  market  affected  by  export  of  g^ld 297 

Seoarity  of  circulation 863 

SelfisJt  propoeitioD,  a 831 

Sentiment,  banking  sy&teni  can  not  be  conducted  on 831 

Sherman,  John  (Senator),  on  first  Treasury  note  issoe 237 

Shennanlaw 244,245,261,269 

effect  of 238,239,323 

Shipping  coin,  cost  of 429 

Single  gold  standard 239 

standard  only  in  this  country  thus  far 8^*5 

Silver  and  silver  certificates  in  circulation,  187^1896 431 

coin,  circulation  of 425 

getting  into  circulation 369 

coinage  agitation  ended 353 

currency,  present  amount  of ^ 352 

dollars,  demand  for  paying  out 242 

effect  of  H.  R.  171  on : 342 

forced  into  circulation 343 

free  and  unlimited  coinage  of 240 

in  place  of  small  notes 372 

notes  redeemed  in 392 

question 262,266 

i^eemable  in  gold 244, 348 

redemption,  repudiation,  or  more  bonds 240 

certificates,  retirement  of 381 

standard  in  this  country  at  one  time 305 

utilizing  the  idle 891 

Small  communities,  establish  banks  in 251 

Solvency,  popular  idea  of  a  bank's 308 

Sonth  Ajnerioan  States  and  the  gold  standard 293 

uncovered  paper  money  of 293 

South,  rural  districts  of 275 

Source  of  our  financial  trouble 233 

Specie  held  by  banks  under  Suffolk  system 233 

Speculation,  unwise 232 

Standard,  gold  the  recognized 264 

silver  at  onetime  in  this  country 305 

single  only  in  this  country  thus  far 305 

Staadard  of  value,  gold 354 

State  banks 276,373 

of  issue 275 

note  issues  of 276 

State-bank  tax,  repeal  of 407 

State  and  municipal  bonds  held  by  banks 395 

issuinff  notes  against 390 

Stoek  market  affected  by  manipulation 297 

Stocks,  miscellaneous,  held  by  national  banks 396 

Strain  of  maintaining  paper  at  a  parity 261 

Snflblk  system 236,253,254,255,256,299 

redemption  under 305,307,310 

specie  held  by  banks  under 237 

Supply  of  gold,  Bismarck  on 801 

Supreme  Court,  decision  of,  on  legal-tender  act «  85^ 

Surplus  of  ^old  in  several  countries 296 

^lyspension  m  the  panic  of  1893 814 

of  gola  payments  at  the  New  York  clearing  bonse 433 

cause  of 338 

Tax  on  circnlation 279^364,378,406 

Tennessee,  rates  of  interest  In 368 

Thanks  of  committee  to  Comptroller 430 

Transportation  of  currency,  cost  of 306 

TreMBry  a  brokerage  shop 392 

as  an  agent  of  banks 339 

divorced  from  banking 821 

note  issue,  first 237 

relieved  of  current  redemption 278 

ntilizisg  the  bullion  in  the 873 
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XJncoyered  notes  of  Bank  of  France..... 268 

Great  Britain • 268 

Imperial  Bank  of  Germany 268 

paper  money  of  European  countries 257, 258, 259, 290, 292 

South  American  States 259 

the  United  States 259 

United  States,  amount  of  credit  currency  in 269 

the  greatest  debtor  nation 296 

(old  stock  of  the 369 

las  the  worst  financial  system  of  any  leading  nation 322 

paper  money  of  the 269 

Treasury.    ( See  Treasury. ) 

Use  of  checks  and  drafts,  enormous r. dOO 

Utilizing  the  idle  silver 391 

Value  of  bonds  increased  by  issue  of  notes  to  par  value  of  bonds 283 

Visible  gold 301 

Volume  of  currency 366 

needed,  determining  the 246 

not  the  question 232 

variations  in 431 

Vote  of  thanks  to  Comptroller 430 

Walker  bill,  correct  banking  principles  in 324 

War,  banking  before  the 236 

civil,  conducted  on  a  gold  basis 330 

financial  legislation  of  the 237 

|(old  payments  during 237 

m  Europe,  threat  of 298 

Wheat  famine  in  India,  effect  of,  on  export  of  and  demand  for  gold 273 

Withdrawal  of  gold  from  banks 332 

World  searching  for  gold 301 

World's  stock  oi  uncovered  paper  money 263 

silver  and  gold 263 
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Banking  conditions  in  seven  gold-using  States 450 

Bank  of  England 440,459 

statements  for  1896 463 

Banks,  Boston 457 

Canadian,  capital  of 450 

condition  of,  in  cevtain  States,  1856  to  1896 441 

in  United  States,  condition  of  all 452 

in  Virginia  in  1860 443 

in  Massachusetts  in  1860 456 

iA  New  Hampshire  in  1860 453 

total  capital  of,  in  certain  States 442 

Boston  banks 457 

Canadian  banks,  capital  of 450 

Capital  of  banks  in  certain  States 442 

Commerce  of  various  countries,  1880  to  1895 445 

Debt,  decrease  in  national 449 

Deposfts  with  Bank  of  England 447 

Bank  of  France 448 

Bank  of  Germany 448 

Free  moneys  in  the  Treasury 448 

Gold  coin,  profit  of,  et« _ 446 

exports,  imports,  and  production  of,  iu  various  countries 444, 445 

Gold-nsing  States,  banking  conditions  in 450 

Massachusetts  banks  in  18^0 456 

New  Hampshire  banks  in  1860 453,454,455 

Panic  of  1857 451 

Profit  of  gold  coin,  etc 446 

Suffolk  system 436,438,439,452 

Treasury,  free  moneys  in 448 

\arginia  banks  in  1860 443 

Wealth  of  certain  States 442 
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Amerioftn  capital  Bhonld  serve  Americans 480 

goods  in  British  bottoms 478 

Argentina,  banks  of 476 

importing  from 477 

Avery,  Gen.  I.  W 473 

Bankers,  £aropean,  bounty  paid  to 479 

Banking  facilities  stimulate  trade 480 

Banks  in  South  America,  English  and  German 476 

of  Argentina 476 

Bill  H.  R.  875,  text  of 464 

Blaine,  James  G.  (Secretary  of  State),  report  of,  on  international  American 

bank 490 

Bounty  paid  to  European  bankers 479 

Brazilian  minister,  statement  of 486 

British  bottoms,  American  goods  in 478 

Carter,  Oliver  S 485 

Coin,  aii  international 481 

Commerce,  constitutional  power  to  regulate 482 

Supreme  Court  on 482 

Commercial  intercourse  with  South  America 473 

Constitutional  objections 482 

Constitution,  powers  conferred  by 483 

Exchange,  direct,  desired 478 

international  mechanism  of,  needed 476 

Exports  to  South  America,  1895 476 

European  banks,  bounty  paid  to 479 

Harrison  (President),  message  of,  favoring  international  American  bank  bill.  490 

Hepburn,  A.  B 485 

Hughes,  William  H.  T 484 

International  American  Conference,  report  of  committee  on  banking 491 

recommendations  of 480 

resolutions  of 473 

bank  bUl,  text  of 464 

report  on,  Fifty-first  Congress 487 

Fifty-second  Congress 488 

message  of  President  Harrison  favoring 490 

report  of  Secretary  Blaine  on 490 

coin,  an 481 

mechanism  of  exchange  needed 476 

Investments,  new  fields  for 481 

Ladenburg,  Adolf 485 

Langdon,  Edwin 485 

McAnemy,  JohnC 485 

Mendon^a,  Salvador  de  (Brazilian  minister) 486 

Miller,  Samuel  F.,  on  commerce  in  the  Constitution 482 

Mitchell,  C.  D 478 

Recommendations  of  International  American  Conference 480 

Report  of  committee  on  banking,  International  American  Conference 491 

on  international  bank  bill.  Fifty-first  Congress 487 

Fifty-second  Congress 488 

Resolutions  of  International  American  Conference 473 

Rosen  wald.  Isaac 485 

Simmons,  J.  Edward 485 

Search,  Theodore  C 473,474,475 

South  America^  commercial  intercourse  with 473 

English  and  German  banksin 476 

exports  to,  1895 476 

trade  of  principal  nations  with 474,475 

Story,  on  commerce  in  the  Constitution i    482 

Supreme  Court  on  commerce 482 

Trade,  banking  facilities  stimulate 480 

of  principal  nations  with  South  America 474,475 
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American  gold,  diRconnt  on 497,  408 

wool^  protection  for 501 

Bank,  international,  field  of  an * 4fl7          ^ 

none  in  existence 496           ^ 

of  IllinoiB,  failure  of  the 502 

to  issne  notes  in  foreign  countries 4^ 

.Bonds  of  small  denominations,  issne 499 

payable  in  gold 499 

Capital,  can  the  Uniteil  States  spare  the 498 

Exchange  follows  transportation 496 

par  of 498 

? resent  method  of 496 

gold,  difference  in - 498 

Gold,  American,  at  a  disconnt 497,498 

difference  in  fineness  of 498 

bonds  payable  in 499 

International  bank,  field  of  an 497 

none  now  in  exintence 496 

Illinois,  failure  of  the  Bank  of 502 

Knauth,  Nachod  &  Kiihne 496,497 

Liability,  limit  of  personal 502 

London  the  market  of  the  world 600 

Naming  promoters  in  the  bill,  objection  to 495 

Notes  in  foreign  countries,  bank  to  issue 495 

Par  of  exchange 498 

Promoters,  objection  to  naming  in  the  bill 495 

Protection  for  American  wool 501 

Transportation,  exchange  follows 496             < 

Wool,  bnying  foreign 501            V 

protection  for  American 501             ' 
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Branch  banks  in  other  countries 507 

Charters,  dual 506 

Commerce,  power  to  regulate 504 

Congress  not  authorized  to  charter  such  a  bank 503 

Concessions  from  foreign  governments 505 

Govemmentj  war  power  of  the 507 

STATEXXHT  OF  HOH.  WILUAM  A.  CALDEBHEAD. 
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Bank,  safety  of  proposed 577 

Branches,  eight 516 

British  family  honor 513 

Finances,  uncertain,  of  the  United  States 512 

Government,  sustaining  hand  of  the 514 

Insurrection,  local 510 

Invention  oi  pneumatic  bicycle  tire 511 

button  fasteners ^ 511          / 

Legislation,  wealth  brought  about  by ^ 610 

MiUionaires 510 

Opportunity  should  be  open  to  all 515 

Primogeniture,  law  of 512 

United  States  in  a  condition  of  unrest 510 

un  ertain  financ-es  of 512 

Unrest,  United  States  in  a  condition  of 510 

Wealth  brought  about  by  legislation 510 
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Assets,  cironlation  a  first  lien  on 527 

the  security,  not  bonds 528 

Hank  system  (national)  a  monoply 524 

Banking  business,  volume  of 524 

Banks,  first  purpose  of,  to  issue  currency 526 

in  Eichniond,  condition  of » 526 

in  United  States,  condition  of 520, 522, 525 

in  Bryan  States,  condition  of 521 

Bryan  States,  condition  of  banks  in 521 

Cirpulation  a  first  lien  on  assets *. 527 

aggref^ate 535 

Cleveland  (President)  criticism  of 526 

Confiscation  of  credit.  State-bank  tax  a 537 

Credit,  State-bank  tax  a  confiscation  of 537 

Currency,  an  insufl^cient 520 

a  railroad  ticket 529 

first  purpose  of  banks  to  issue 526 

needed  in  Richmond 529 

-uniform 533 

Cnrry,J.L.M 519 

Demands  of  i  be  South .- 521 

Fairchild,  Charles  S.  (Secretary  of  the  Treasury ) 528 

Farm  products 535 

Financial  history  of  Kicbmond 519 

restfulness  unknown -. 525 

First  lien  on  assets,  circulation  a 527 

Indianapolis  monetary  convention 518 

Lee,  Robert  E.,  on  repudiation 519 

Loss  and  distress  to  South  caused  by  State-bauk  tax 528 

Manufactured  products  and  wages 534 

Monopoly,  national-bank  system  a 524 

Panic  of  1893,  scrip  in 535 

Railroad-ticket  currency 529 

Relief,  source  of,  not  essential 536 

Repeal  of  State-bank  tax,  efi'ect  of,  on  silver  question 530 

no  objection  to  a  qualified 531 

Repudiation,  R.  E,  Lee  on 519 

Resources,  disparity  of,  in  various  States 533 

Richmond,  amount  of  currency  needed  in 529 

condition  of  banks  in 526 

financial  history  of 519 

Scrip  in  the  panic  of  1893 535 

Silver  question,  efiect  of  rei>eal  of  State-bank  tax  ou 530 

South,  demands  of  the 521 

loss  and  distress  to,  caused  by  State-bank  tax 528 

State  banks  of  issue,  establish 526 

State-bank  tax 518 

a  confiscation  of  credit 537 

loss  and  distress  to  South  caused  by 528 

no  objection  to  a  qualified  repeal  of 531 

repeal  of,  effect  on  silver  question 530 

Uniform  currency 533 

Virginia  not  lacking  in  honor 519 

wealth  of 532 

Volume  of  banking  business 524 

Wealth  of  Virginia 632 
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Bank  currency 560 

depositors,  liability  to,  a  sufficient  drain 563 

Credit  money,  silver  is  now 559 

Creditor  nations 543 
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Credit  TersTiB  metallic  money 545 

Currency,  bank 560 

Depression,  causes  of 539 

Distress,  Western  and  Southern 551 

East,  the  fortunate 553 

Gold,  increased  production  of 544 

production  increasing 561 

redemption 547 

Russia's  requirements  for 560 

scarcity  of 543 

tru8t,*the 543 

m,  power  of  the,  increasing 544 

Greenbacks .^ 559 

Inflation,  crazy * « 549 

Money  supply^  effect  of  limiting 544 

^    s:^tem,  our  national 546 

M6nlM^etoour  factories 554 

Mining  region,  the 551 

Money  iifvarious  countries,  stocks  of 564 

Paper  issues,  experience  as  to 561 

Parity,  restoration  of 550 

Prosperity,  Eastern 561 

Railroads,  insolvent 551 

Redemption  gold 547 

insilyer 549 

Russia's  requirements  for  gold 560 

Self-interest,  enlightened 541 

Silver  is  now  credit  money 559 

exaggerations  regarding... 557 

question  is  relevant 540 

redemption  in 549 

standard  countries,  stimulated  production  in 553 

United  States,  volume  of  money  in 5f9 
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Balance  of  merchandiso,  exports  or  imports,  over  gold,  exports  or  imports,  of 
the  United  States,  Great  Britain,  Germany,  France,  and  India,  1891-1895. ..        36 

Bank  conditions  in  seyen  States  using  gold  as  currency 450 

of  £ngland,  bank  returns  and  money  market  of 462 

notes  in  circulation  and  bullion  held  by,  1840-1889 460, 461 

public  deposits  with,  1889-1896 447 

weekly  returns,  resources  and  liabilities  of 459 

France,  public  deposits  with,  1892-1896 448 

Germany,  balance  to  the  credit  of  the  Imperial 448 

reseirves  26 

statements  for  certain  States,  1856-1896...! !"!".! .//. 463 

Banks  (national),  comparison  of  Comptroller's  condensed  balance  sheet  show- 
ing condition  of,  on  August  18  and  November  10, 1896 525 

Principal  items  in  the  condition  of  the  9,456  national  and  State 452 
[assachusettSy  in  October,  1856,  condition  of,  as  officially  reported . . .  456^68 
New  Hampshire,  June,  1860,  conditions  of,  reported  according  to  law.  454, 455 
restatement  of  Comptrollers  report  showing  condition  of,  on  October 

6,1896 522 

in  certain  States,  notes  issued  by,  under  various  conditions 443 

status  of,  in  States  that  voted  for  Bryan 521 

in  the  United  States,  conditions  of,  on  October  6, 1896 522 

of  certain  States,  conditions  as  to  loans  and  aiscounts,  capital,  etc., . 

1856-1896 441 

conditions  of,  showing  percentage  of  currency  to 

capital,  specie  to  currency,  etc.,  1856-1896 441, 442 

of  Richmond,  Va.,  comparative  statement  showing  condition  of 526 

the  United  States,  status  of  all  national,  on  May  7, 1896 520 

Bonds,  estimated  profits  on 70-74 

price  received  on,  and  their  true  value 39 

Capital  of  chartered  banks  in  Canada  on  August  31, 1896 450, 451 

banks  of  loan  and  discount  in  certain  States,  1896 442 

Cash  in  the  Treasury,  1882-1891 37 

Circulation  at  insolvency  of  banks  that  failed,  and  the  circulation  they  might 

have  had  under  bill  H.  R.  171 56,57,58 

calculations  of  profit  on,  providing  the  tax  on  circulation  is  wholly 
repealed  and  the  banks  are  allowed  to  take  out  currency  notes 

to  the  par  value  of  their  bonds 64-67 

under  bill  H.  R.  171  and  under  existing  law 39, 40, 41 

Currency  notes  issued  by  banks  in  certain  Statues 443 

secured  and  credit,  issued  under  bill  H.  R.  6442 133 

Customs,  receipts  from,  in  gold,  at  New  York^  1889-1895 22, 24, 26 

Debt,  decrease  in  the   national,  from  the  highest  point,  August  31,  1865,  to 

December  1, 1895 449 

interest  on  the  public,  and  nee  gold  in  the  Treasury 64 

£zport8  and  imports  of  gold  and  merchandise  of  the  United  States,  Great 

Britain,  Germany,  France,  and  India,  1891-1895 35 

imports,  production,  and  net  increase  or  decrease  of  gold,  of  the 

United  States,  England,  and  France,  1880-1895 444, 445 

of  manufactures  from  the  United  States  and  Great  Britain  to  South 

America,  1895 476 

Foreign  commerce,  in  merchandise,  of  European  countries,  1880-1895 445,446 

Free  moneys  in  the  United  States  Treasury^  1882-1891 446 

£87 
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Gain  or  losg,  conditions  of,  under  present  law,  as  compared  with  possible  gain 

or  loss  auder  bill  H.  R.  171 44-55 

Geo^apbical  location  of  gold  and  |^old  certificates  in  the  United  States 350 

Gold  as  currency,  bank  conditions  in  seven  States  using 450 

coin,  profit  on,  in  certain  years,  when  used  by  banks  to  buy  legal-ten<ier 

notes,  etc 446 

percentage  of,  received  from  customs  at  New  York,  1878-1892 433 

exports  and  imports  of,  and  of  merchandise,  of  the  United  States  and  for- 
eign countries,  1891-1895 33 

imports,  production  and  net  increase  or  decrease  of,  of  the  United  States 

and  other  countries,  1880-189& 444,445 

holdings  of  the  United  States  Treasury,  France,  England,  Germany,  and 

European  banks 158 

visible,  increase  and  decrease  of,  in  five  conn  tries,  1891-1894 33 

in  the  Treasury  and  interest  on  the  public  debt,  1^9-1896 64 

receipts  and  expenditures  of  the  Ignited  States  Treasury,  1893-1895 41 

receipts  from  customs  at  New  York,  1889-1895 22,24,26 

stocks  of,  in  the  countries  of  the  world  (map) 599 

redemptions  lud  gross  exports  of,  in  each  fiscal  year  since  the  resumption 

of  specie  payments 160 

Insolvent  national  banks  of  1893,  claims  proved,  dividends  paid,  etc 59 

Interest,  rates  of,  in  all  States 43 

Lancaster,  city  and  county.  Pa.,  bank  atatement  for 173 

Maps 539,551 

Massachusetts  banks  in  1856,  condition  of 456^457,458 

Money,  approximate  stocks  of,  in  the  principal  countries  of  the  worid 564 

in  the  Treasurv,  largest  and  smallest  amounts  of,  1881-1890 56 

'  stock  of,  under  bill  H.R.  7085 143 

New  England  States,  SUte-bank  circulation  of,  1841-1857 453 

New  Hampshire  banks,  condition  of,  etc»,  1860 453^454,455 

Notes,  national-bank,  outstanding  on  J une  30,  1878,  to  1896 431 

Paper  money  kept  in  circulation  by  Great  Britain 38 

the  United  Statea 37 

Percentages  of  currency  to  capital,  etc.,  of  New  Hampshire  State  banks,  in 

June,  1860 463 

gold  coin  received  from  customs  at  New  York,  1878-1892 433 

Population,  electoral  vote,  and  status  of  national  banks  in  States  that  voted 

for  Bryan,  on  May  7, 1896 521 

Profit  on  gold  coin.    (See  Gold. ) 

or  loss  on  circulation.    {See  Circulation.) 

Profits  on  United  States  bonds,  etc.,  estimated 70-74 

Railroads  in  the  hands  of  receivers  since  1893  (map) 551 

Receipts  and  expenditures  of  the  United  States  Treasury  in  gold,  1893-1895..  41 

from  customs  in  gold  at  Now  York,  1889-1895 22,24,26 

Reserves,  bank,  under  the  bill  H.  R.  6442 133 

Revenue,  relation  of,  to  expenditures 160 

Silver  and  silver  certificates  outstanding  on  June  30,  1878  to  1896 431 

Silver  purchases  under  the  Sherman  law 68 

South  America,  exports  of  manufactures  from  the  United  States  and  Great 

Britain  to,  1895 47B 

trade  of  principal  nations  with,  1894 474 

Southern  States,  bank  statement  for  eight,  September  28,-1895 174 

State-bank  circulation  of  the  New  England  States,  1841-1859 452 

Stocks  and  securities  held  by  banks  in  twenty-two  Southern  and  Western 

States 396 

Trade  of  principal  nations  with  South  America,  1894 474 

Transportotion  of  currency,  cost  of 305 

Treasury,  free  moneys  in  the,  1882-1891 448 

Virginia  banks  in  1860,  condition  of  twelve 443 

Wealth  of  certain  States,  1860-1890 442 
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Act  of  April  12, 1866 17 

January  7, 1862 139 
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July  14,1890 68 

(See  aUo  Sherman  law.)      i 

Advantages  of  H.  R.  171 27,28,29,30 

Advisers, expert ^ 25,^3 

Agencies,  redemption 277 

Agent  of  banks,  Treasury  asan S39 

Agents,  redemption 225 

Agricultural  districts,  presen  t  system  works  hardships  to 254 

just  grievance  of B55 

AIJHIIGEH,  HOK.  WILLIAM  F.  (member  of  the  committee),  remarke  and  ques- 
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American  capital  should  serve  Americans 480 

gold,  discount  on 497,498 

goods  in  British  bottoms 478 

people  opposed  to  free  and  unlimited  coinage  of  silver 113 

iTavor  the  gold  standard 114 

wool,  protection  Tor 501 

Appreciation  of  gold 303 

Argentina,  banks  of 476 

importing  from 477 

Arthur  (Presiaent)  warning  by 112 

Arts,  gold  in  the 802 

Ascot  races,  an  incident  at 200 

Assets  as  a  basis  for  circulation • 278,282 

Assets,  circulation  a  first  lien  on 131,221,282,424,527 

convertible 376 

notes  issued  against 212,317,388,419 

the  security,  not  bonds 528 

Associations,  State  and  national  banking 106 

Atkinson,  Edward,  estimates  of 127 

Austria  and  the  gold  standard 289 

Avery,  Gen.  I.  W 473 

Balances  settled  by  exchange ^ 204 

Baltimore  plan 102,207,370,489 

Bancroft,  George 196 

Bank  act  (national),  original  purpose  of 316 

suggested  amendment  of 812 

depositors  in  this  country,  number  of 300 

liability  to,  a  suflScient  drain 563 

currency 560 

could  not  keep  an  adequate  gold  reserve i. 172 

international,  field  of  an 497 

none  now  in  existence 496 

managers,  ability  of 281 

note  redemption,  cost  of 306 

notes,  constant  redemption  of 128 

issued  against  credit 242 

inlieuof  legal  tenders... ^.....^ 882 
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Bank  notes  oQtBtanding,  1878-^1896 431 

nniversal 211 

of  EDgland 34,117,440,459 

gold  holdixigsof 371 

locked  tip  in 301 

notes  of 166 

rates  of  discount  of 273,301 

Robert  W.  Hughes  on 165 

Tookeon 155 

France 117 

fold  holdings  of 158 

oltaireou 167 

Germany,  gold  holdings  of 158 

niinoiB,  failure  of  the 502 

North  America 194 

the  United  States 197 

panics  in  other  countries 412 

reserves 284 

safety  of  proposed 577 

statements  for  1896 463 

system  (national)  a  monopoly 524 

to  issue  notes  in  foreign  countries 495 

Banker,  every  French  peasant  his  own 299 

Government  as  a 248 

Bankers  deserted  the  Baltimore  plan 370 

European,  bounty  paid  to 479 

inducements  to,  to  operate  under  H.R.  171 21 

H.R.6442 129 

patriotism  of 19,30 

Banking  before  the  war v 236 

business,  Government  divorced  from 21,111,321,366 

volume  of. ^ - 524 

capital,  Southern  States  need  more 216 

clearing  houses  in 94 

conditions  in  seven  gold-using  States 450 

currency  separated  from 230 

facilities  essential  to  maintaining  gold  payments 294 

in  cities 254 

in  the  South,  lack  of 183 

stimulate  trade .' 480 

functions,  relieving  the  Govemmentof 328 

greenbacks  as  a  basis  for 241 

Herbert  Spencer  on 190,205 

is  a  huge  credit  system 225 

law,  purpose  and  effect  of 95 

must  be  made  profitable 218,389 

North  and  South  after  the  war 214 

operation  of 94 

reserves  of  seven  Virginia  cities 183 

system,  Canadian , 118 

cannot  be  conducted  on  sentiment 331 

German 118,167 

of  England 165 

«f  France 166 

present 113 

supervisors  of 147 

the  result  of  evolution 115 

Banks  alone  can  not  maintain  the  parity 171 

amount  of  deposits  in 270 

are  conducted  for  profit 243 

as  speculators  in  bonds 18 

assets  of,  as  a  basis  for  currency 278 

Boston 467 

Canadian,  capital  of 450 

cash  reserves  of 26 

chartering 198 

combination  by  the 366 

condition  of,  in  certain  States,  1856-1896 441 

could  maintain  gold  payments ••..  405 
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Banks,  daily  reports  of  condition  of 326 

dependent  on  general  prosperity 241 

do  not  suffer  from  liquidation 99 

established  in  small  communities 251 

failed 56,57,68 

first  purpose  of,  to  issue  currency 526 

gold  noloings  of  European 158 

reserresin 123 

in  Bryan  States,jcondition  of 521 

Massachusetts  in  1860 456 

New  Hampshire  in  1860 453 

Richmond,  condition  of 526 

South  America,  English  and  German 476 

the  United  Stotes,  condition  of  all 452,520,522,525 

Virginia  in  1860 181,443 

increase  of  circulation  of ^ 172 

inducements  to,  to  reorganize  under  H.K.  171 21 

6442 129 

insolvent  national,  in  1893 59 

Irish 117 

miscellaneous  stocks  held  by 896 

national,  not  favored  institutions 125 

neighborhood,  of  Great  Britain 191 

no  more  needed 877 

of  Argentina 476 

eight  Southern  States 174 

Lancaster,  city  and  county,  Pa '. 173 

private,  notes  issued  by 189,252 

thatfeUed 188 

profits  to,  on  circulation 252,821 

reallymaintainparity  of  metals 834 

redemption  safely  transferred  to 837 

relief  from  smaller 174 

right  of,  to  issue  circulation 221 

safer  and  better  redemption  by 330 

Scotch i 117 

^ould  assume  current  redemption  of  notes 235 

solvency,  popular  idea  of 308 

Treasury  as  an  i^ent  of 339 

total  capital  of,  in  certain  States 442 

war  broke  down 188 

wildcat,  no  longer  possible 203 

withdrawal  of  {^old  from 832 

with  small  capital,  authorizing 881 

would  contract  ana  expand  currency  as  needed 241 

maintain  gold  redemption ! 240 

Baring  faUure 159,166,267,271,298 

BillKR.171 314,  316,318,319,320,321,322,324 

advantages  of , 14,27,28,29,30 

based  on  a  correct  principle 147 

complexity  of 15 

effect  of,  on  silver  question 342 

inducements  to  bankers  to  operate  under 21 

opinion  of  Comptroller  on 357 

persuasive  and  not  mandatory 337 

provisions  o^  advocated  by  conventions 836 

text  of 5 

H.  R.  875,  text  of 464 

H.  R.  1999,  text  of 858 

H.  R.  2699,  text  of 219 

H.  R.  8338,  text  of 88 

H.R.  6442,  results  promised  under 134 

text  of 107 

H.R,  7085,  text  of 135 

H.  R.  7247,  discussion  of 386 

text  of 149 

H.  R.  7882,  text  of 145 

H.R.  9823,  discussion  and  text  of 878,879,880,382,383 

Bills  before  the  committee 233 
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BimeMlio  standard,  elemento  essential  to  maintaining 304 

Bimetallism 303 

an  impossibility 304 

international 112 

Bimetallists,  theory  of  the 263 

Bismarck  on  the  Hupply  of  gold 301 

BLACK,  HON.  JAMES  C.  C.  (member  of  the  committee),  remarks  and  qnestions 

by 206,243,244,251,383,495,496,499  I 

Blaiue,  James  G.  (Secretary  of  State),  report  of,  on  intecnational  American  I 

bank  ........  .   .  .. 490 

Blair,  Frank's.,' letter  of  !!!.*...'.'*!  184 

Bland-Allison  Act 159,239,244,261,322,432 

Bond  broker's  oircnlar,  A 69 

issne  anthorized,  gold 379 

of  the  Harrison  Administration,  proposed 400 

recent 245,260 

notesa  legal  tender  under  H.R.6442 122 

Bonded  indebtedness,  increasing  onr 115 

Bonds  as  a  basis  for  banking 1(U,  242 

banks  as  speculators  iu 18 

circulation  increased  to  par  value  of .r. .  141, 246, 279, 284, 378, 410 

circulation  secured  by 361 

investing  safety  fund  iu 3H5 

issuing,  to  retire  greenbacks 209, 363 

low  rate  of  interest 13 

market  price  of ^ 18, 38 

notes  issued  against  State  and  municipal 390 

to  be  converted  into 222 

of  small  denominations,  issue 499 

payable  in  gold 499 

prepared  by  Secretary  Foster 112 

price  received  for 38 

right  of  Secretary  of  the  lYeasury  to  issue 249  v* 

State  and  municipal,  held  by  banks 895  \ 

sold  to  meet  current  expenses 261 

true  value  of 38 

value  of,  increased  by  issue  of  notes  to  par  valne  of  bonds 283 

Boston  banks 457 

Bounty  paid  to  European  bankers 479 

Bradford,  Gamaliel,  statement  of 226 

Branch  banks 190,250,252,256.276 

in  England 192 

in  other  countries 507 

Brazil  and  the  gold  standard 293 

Brazilian  miigister,  statement  of 486 

British  bottoms,  American  goods  in 478 

family  honor 513 

Brokerage  shop,  the  Treasury  a 392 

Broker's  circular,  a  bond 69 

BB0SIU8,  HON.  MA&BIOTT  (member  of  the  committee),  remarks  and  questions 

by 182,183,189,191,198,227,229, 

230, 285, 286, 310, 311, 312, 326, 327, 829, 330,  331, 332, 333, 
834, 339,  343, 347, 348,  a53,  a54, 356, 369, 371, 380, 386, 387, 
388, 389, 390, 391, 392, 393, 394, 395, 396, 397, 405, 406, 417, 
418, 419, 429, 495, 496. 497, 499, 500, 501, 502, 503, 504, 505. 
507, 508j  509, 510, 513, 515, 516, 517, 529, 533, 534,  535,  537 

statement  ot,  in  advocacy  of  H.  R.  7247 149 

H.R.875 464 

Bryan  States,  condition  of  banks  in 521 

currency  in 215 

Bryan,  Joseph 178  >j 

Bullion  in  the  Treasury,  utilizing  the 373  ^  J 

Business,  condition  of  the  Treasury  paralyzes 23 

Butler,  Pierce 195 

t'Cetimony  of  Mr. 152 

CALDKRHKAP,  HON.  WIUIAX  A.  (member  of  the  committee),  qnestions  sub- 
mitted in  writing  by 430 

remarks  and  questions  by 188, 

189, 236, 291, 299, 300, 332, 333, 334^  393, 
396, 402, 430, 431, 432, 433, 434, 435, 50a 
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CAIDSBHBAD,  HOV.  WIUIAX  A.,  statement  of 509 

Call  deposits  counted  as  a  reserve 256 

Canadian  banking  system 118,163,194,225,246,450 

Cancellation  of  IVeasury  notes 124 

Cannon,  Henry  W.  (Comptroller  of  the  Currency) 154 

Capital,  aggregated,  not  dang^erous 328 

anthorizinff  banks  with  small 381 

can  the  United  States  spare 498 

laborer's,  his  ability  to  work 265 

of  banks  in  certain  States 442 

Carlisle  bill,  the  («0e  a{«o  H.  R.  1999) 399 

Carlisle,  John  G.  (Secretary  of  the  Treasury) 137, 138, 145, 146 

Carter,  Oliver  8 485 

Cash  In  Treasury,  1882-1891 37 

reserves  in  banks ., 26 

Cause  of  hard  times 232 

Causes  of  present  danger 888 

Certificates,  clearing-house 68,326 

Chartering  banks 198 

Charters,  dual 506 

special 426 

Chase,  Salmon  P.  (Secretary  of  the  Treasury) 139,237 

Cheapness 322 

Checks  create  a  currency 810 

and  drafts,  enormous  use  of 800 

work  performed  by 120 

Chicago  banks  in  the  panic  of  1893 272,315 

Chile  and  the  gold  standard 293 

Circulating  notes,  issue  of 225, 362 

profit  on 106 

Circulation  a  conyenience  for  the  public 144 

first  lien  on  assets.     {See  Assets.) 

against  assets,  limited 282 

assets  of  banks  as  a  basis  for  {see  also  Credit  currency)  278 

bill  for  an  elastic 145 

clearing-house 326 

emergency 243,326 

issued  to  par  value  of  bonds .-  141, 221, 246, 279, 284, 378, 410 

no  profit  to  banks  on 252 

of  banks,  increase  of 172 

silver  coin 425 

profit  on,  etc.,  under  bill  H.  R.  171 39, 40, 41, 45-55, 64-67 

profit  to  banks  on 321 

redemption  of 222 

reducing  the 365 

restriction  of 326 

retirement  of 381 

right  of  banks  to  issue 221 

secured  by  bonds 361 

security  of 363 

silver  forced  into 343,369 

tax  on 127,221,279,364,378,406 

10  per  cent  tax  on.    {See  State-bank  tax.) 

Civil  war  conducted  on  a  gold  basis 330 

Clearing-house  certificates 68,95,327 

circulation 326 

currency,  strength  of  a 101 

districts 415 

payments  in,  1893 315 

provisions 323 

suspension  of  gold  payments  at  New  York 433 

system  advocated 60, 88 

Clearinghouses 88 

incorporation  of 101 

of  issue 101 

Cleveland  (President),  criticism  of 526 

Venezuelan  message  of 98 

Coe,  George  S 237 

Coin,  an  international 481 

payments 349 

OUB 38 
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Coin  BhipmentB 4S9 

need  in  daily  exchanges 1 83 

Coinage,  silver,  agitation  ended 363 

nnder  the  Bland- Allison  Act 432 

Collamer,  Jacob 139 

Colonial  times^  paper  money  in Idi 

Commerce,  const  it  ntional  power  to  regulate 482^504 

of  varioos  countries,  1880-1895 445 

SupremeCourt  on 482 

Commercial  banks,  province  of 275 

intercourse  witii  South  America 473 

Committee,  members  of  the 3 

province  of  this 1 266 

report,  unanimous,  essentiid 324 

Comptroller  of  the  Currency,  discretion  allowed  tiie 332 

opinion  of,  on  bill  H.  R.  171 357 

purpose  of  reoonmiendationsof i. 313 

recommendations  of 20,312 

vote  of  thanks  to 430 

Compnlsory  note  issnes 279^280 

Concessions  from  foreign  Governments 505 

Confiscation  of  credit,  State-bank  tax  a .  •••.. 587 

Congestion  of  currency  in  New  York 255^250,351 

Congress  not  authorized  to  charter  such  a  bank 508 

Secretary  of  Treasury  to  appear  before 229 

Conkling,  Roecoe  (Senator) 139  \ 

Constitution,  powers  conferred  by  the 194^483  I 

Constitutional  objections 482 

Constitutionality  of  proposed  l^al  tenders 853 

ConsultingboardunderbillH.  R.  6442 411 

Contraction,  funding  would  not  cause 834 

Convertible  assets 376 

COOKE,  HOH.  EDWABD  D.  (member  of  the  committee),  remarks  and  questions  y* 

by 237,^242,244,249  > 

Com  crop  in  Iowa 252 

Cost  of  bank-note  redemption 306 

currency 318 

redemption  of  currency 305 

transportation  of  currency 306 

Countzy  people,  grievance  of  the  ( See  aleoF Avmers) 196 

COX,  HON,  HXCHOLAS  V.,  (member  of  the  committee)  remarks  and  questions  by.     183, 

185, 187,  188, 189,  202,  206,  209,  210,  213,  218,  221,  229, 
241, 242, 246, 275, 276, 277, 278, 279, 280,  283, 311, 312, 317, 
354, 358, 361, 362, 363, 364, 365, 366, 367, 368, 369, 370, 372, 
373, 374, 375, 376, 381, 382, 383, 384, 389, 392, 393, 394, 399, 
400, 401, 402, 409, 410, 415, 416, 501, 511, 515, 529, 530,  531 

statement  of 503 

Credit,  bank  notes  issued  against 242 

currency 160,247,269,277,283,397,408,414 

Daniel  Webster  on 97 

facilities  in  various  countries ; 287 

money,  imprisoning  the 836 

silver  is  now 559 

of  Great  Britain 117 

of  the  (Government 16,243,333,414,421 

Russia 288 

State-bank  tax  a  confiscation  of 537 

system,  banking  is  a  huge 225 

versus  metallic  money 646 

Creditor  nations 273,542 

Currency,  additional  demand  for,  located 310         -^ 

a  local 192        ^ 

an  abundant 190 

an  insufiicieut •- 520 

a  railroad  ticket 529 

a  secured 108 

bank - 660 

should  not  be  a  legal  tender 256 

bonds  as  a  basis  for 104^242 

checks  create  a •••-      SIO 
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Oarrmioj,  clearing-honse,  streDgth  of  a 101 

coDditions  of  a  sound 230 

congestioii  of,  in  New  York 255,256,351 

cost  of 318 

redemption  of 305 

transportation  of 306 

credit,  as  a  counterbalance 283 

freak 19,29,39 

firstpurposeof  banks  to  issile 526 

greenbacks  an  expensive AOL 

never  intended  for  permanent 139 

in  Bryan  States 215 

needed 205 

in  Richmond 529 

profits  of,  varv  day  by  day 318 

redundancy  of 257,270 

Bcaroitv  of,  in  rural  sections 250 

secured,  not  elastic 115,314 

separated  from  banking 230 

silver,  present  amount  of 352 

State  bank,  prejudices  against 216 

three  kinds  of,  provided 838 

uniform 583 

volume  of 366,481 

not  the  question 232 

Current  expenses,  bonds  sold  to  meet 261 

redemption 180,217,224,406 

banks  should  assume 285 

place  of 288 

responsibility  for 327 

TreiMury  relieved  of 278 

aiDd  final  redemption 316 

Curry,  J.L.M 519 

Customs  payments  in  gold 23,24,433 

cessation  of 333 

Danger,  causes  of  present 388 

of  the  present  system 235 

Debt  of  the  United  States,  decreasein 449 

Gladstone  on 157 

increasing  the 115 

interest  paid  on 63 

reduced  by  President  Harrison 115 

will  soon  be  paid 115 

Debtor  nations 259 

United  States  the  greatest  of 296 

Deficiencv  in  revenue 22 

Demand  for  additional  currency  located 310 

reform,  justified 17 

Demands  of  the  South .> 521 

Depositors  (bank)  in  this  country,  number  of 300 

*  insuring,  against  loss 412 

Deposits  in  theba^s,  amount  of 270 

reserve  held  against 270 

with  Bank  of  England 447 

Franee 448 

Germany 448 

Depression,  causes  of 539 

Director  of  the  Mint,  report  oi^  for  1895.  258, 259, 263, 268, 270, 272, 284, 288, 289, 291, 293 

Disaster  escaped  by  a  narrow  margin 235 

Discount,  rates  of,  of  Bank  of  England 273,301 

Discussion  of  H.  R.  7247 386 

Distress,  Western  and  Southern 551 

Disturbances  possible  under  the  best  system 312 

Diroroe  the  United  States  Treasury  from  banking 21,111,356 

Dodswortii,  William 75 

East,  the  fortunate 653 

VUlKMMf  was,  JAMES  H.,  (Comptroller  of  the  Currency),  statement  of 231 

views  and    recom- 
mendations of 155 

Effect  of  Sherman  law 238 
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Elasticity 152,322,363 

secnred  curreucy  must  lack 115 

Elastic  circulation,  bill  for  an 145 

Election  of  1896 ^ 239,423 

Ellsworth,  OUver  (Chief  Justice) 195 

Emergency  notes 148,243,326 

Endless  chain 170,370 

England,  Bank  of.    (^e^Bank.)  J 

banking  sy tern  of 165  ' 

branch  oanks  in -- - 192 

English  banking  act  of  1844.... 366 

Europe,  threat  of  war  in 298 

European  banks,  bounty  paid  to 479 

Evolution,  banking  the  result  of 115 

Exchange,  balances  settled  by 204 

direct,  desired 478 

follows  transportation 496 

international  mechanism  of,  needed 476 

media  of,  lacking 205 

maintaining  the  par  of 266 

par  of 498 

present  method  of 496 

Exchanges,  com  used  in  daily 33 

Expenditures  of  the  United  States  Treasury  in  gold 41 

Expense  of  present  system 27, 234, 324 

Experience,  teachings  of 298 

Expert  advisers 25,323 

Exports  of  gold.    {See  Oold.) 

to  South  America,  1895 476 

Facilities  of  banking  in  cities 254 

Failed  banks,  condition  of,  at  insolvency 56, 57, 58 

Failure  of  Baring  Bros 159,166,267,271,298 

Fairchild,  Charles  S.  (Secretary  of  the  Treasury) 528  v* 

Farm  products 635  ^ 

Farmers  are  not  fools 203 

at  a  disadvantage 215 

can  not  borrow 184 

need  State-bank  notes 200 

Favors  and  privileges,  a  Government  of i 203 

Ferris,  R.  B.,  statement  of 219 

Fessenden,  William  Pitt  (Secretary  of  the  Treasury) 139 

Field  of  Secretary  of  the  Treasury 274 

Final  redemption,  current  and 346 

Finance,  ministers  of 121 

Finances,  uncertain,  of  the  United  States 512 

Finanoial  and  banking  ills,  solution  of 13 

depression,  long-continued 232 

difficulties,  cause  of  our 158,233 

history  of  Richmond 519 

legislation  of  1890,  effect  of ^ 238 

the  war .' 237 

police  powers 429 

restfulness  unknown ". 626 

system,  expensive 27,234,324 

of  United  States,  worst  of  any  leading  nation 322 

Fineness  of  gold,  difference  in 498 

First  lien  on  assets,  notes  a.     (See  Assets.) 

Fiscal  operations  can  not  be  conducted  on  sentiment. 245 

Forcing  liquidation .' 98 

Foster,  Charles  (Secretary  of  the  Treasury),  on  gold  payments 333 

prepared  bonds 112  // 

FOWLER,  HON.  CHABLE8  H.  (member  of  the  committee),  remarks  and  questions  ! 

by 181,182,185,186,189,199,200,201, 

202, 204, 206, 208, 211, 218, 239, 240, 244, 249, 252, 253, 256, 
258, 268, 281, 283, 285, 288, 291, 292, 306, 311;  317, 334, 336, 
352, 354, 355, 356, 371, 374, 393, 394, 395, 396, 397, 403, 404, 
405. 406, 407, 408, 409, 410, 411, 412, 413, 414, 420, 423, 424, 
425, 426, 427, 428, 430, 508, 509, 614, 515, 516, 529,  530,  531 
statement  of 107 
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France,  bankin e  aystem  of 166 

Bank  of.    (See  Bank.) 

Imports  and  exports  of 35,36 

Freak  currency 19,29,39 

Free  and  unlimited  coinage  of  silver  {See  also  statement  of  Hon.  Francis  G. 

Newlands) 116 

^  Free  moneys  in  the  Treasury 448 

^  I'^ench  peasant  bis  own  banker,  every 299 

Function  of  metallic  money 267 

Funding  would  not  cause  contraction - 234 

Gallatin,  Albert  (Secretary  of  the  Treasury) :.      251 

Geographicallooation  of  gold 350 

Germany,  banking  system  of 118, 167 

exports  and  imports  of 35,36 

Gibson,  George  Rutledge 158 

Gilman,  Theodore,  statement  of ^ 88 

Gladstone  on  the  United  States  debt 157 

Gold,  American,  at  a  discount 497,498 

and  silver  redemption  of  notes 383, 403 

appreciation  of 303 

a  stable  measure  of  value 303 

a  valuable  property  to  have 302 

basis,  civil  war  conducted  on  a 330 

Bismarck  on  the  supply  of 301 

bond  issues  authorized 379 

bonds  payable  in , 499 

can  always  be  obtained .' 272,302 

coin  in  circulation  in  Paoitio  States 270 

profits  of,  etc 446 

customs,  receipts  in 23,24,433 

difference  in  fineness  of 498 

exports,  a  beneficial  thing 296 

affect  securities  in  the  New  York  market 297 

\/  imports  and  production,  in  various  countries 33, 34, 35, 36, 144, 445 

export  and  demand  for,  effect  of  wheat  famine  on 273 

exports  of 286,296 

geographicallooation  of.... 350 

goes  where  needed 250 
oarding 26,110,244,286,312 

holdings  of  European  banks 158,371 

in  small  cities,  amount  of. 351 

the  arts i. 302 

Treasury 158,370 

United  States,  increase  of 286,433 

looked  up  in  the  Bank  of  England 301 

movement  of 159, 32 

only,  effect  of  redeeming  in 311 

notes  redeemable  in 426 

withdrawal  of,  from  banks 332 

payments  at  New  York  clearing  house 432,433 

banking  facilities  essential  to 294 

banks  could  maintain 405 

cause  of  the  saspension  of 333 

during  the  war 237 

Louisiana  maintained 237 

maintaining .' 132,333,340 

problem  discussed 31 

production  of 33,295,301,544,561 

receipts  and  expenditures  of  the  United  States 41 

redemption  of  notes 30,160,240,339,547 

reserve,  bank  could  not  keep  an  adequate,  in  banks 123 

Russia's  requirements  for 560 

scarcity  of 543 

silver  redeemable  in 244,348 

standard 114,140,239,264,354 

foreign  coantries  and  the 288, 289, 293 

stock  of  the  United  States 269 

sufficient  in  the  country 25 

supply  ample 267 
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Gold,  snrplosofy  in  seyerftl  ooontries 

taxes  in  St.  Iiouis  paid  in 38 

trust,  the --.  543,544 

osinff  States,  banking  conditions  in  seyen 450 

visible 25,801 

world  searching  for 901 

Great  Britain,  credit  mone^^  of 117 

exports  and  imports  of  gold  by 8S^86 

neighborhood  banks  of 191 

paper  money  kept  in  cironlation  by 38 

Greenbaeks 110,139,140,209,223,227,234,235,241,388,872,400,401 

Grievance  of  the  country  people 198,256 

Government  asabanker « — .      248 

redemption  agent 838 

can  create  values,  idea  that 347 

credit  of 243,338,414,421 

divorced  from  banking Ill,  326, 366 

of  favors  and  privileges 286 

finances,  demand  for  relief  to 137 

interference,  no 206 

note  issuing  not  a  function  of 248 

notes  should  be  retired 207 

sudden  changes  in  the  policy  of  tho 24 

supervision,  notes  issued  under 406 

sustaining  hand  of  the 514 

war  power  of  the 507 

Hambieton  4&  Co 15 

Hamilton,  Alexander  (Secretary  of  the  Treasury) 196 

Hard  times,  cause  of  the 232 

Harrison  Administration,  proposed  bond  issue  of 112, 400 

( President)  message  of,  favoring  international  American  bank  bill . . .      490 

national  debt  reduced  by 115 

HBHDRICK,  HON.  JOHN  K.  (member  of  the  committee)  remarks  and  questions 

by 279,834,389,607,508,510,516 

Hepburn,  A.  B.  (Comptroller  of  iheCurrenoy) 154,485 

HILL  HON.  EBXNEZEB  J.  (member  of  the  committee),  remarks  and  qnestions 

by 182,185,188,189,2001206,210,236, 

240, 245, 246, 277, 279, 285, 292, 309, 819, 820, 326, 826, 327, 328, 
836, 356, 357, 365, 366, 370, 371, 373, 376, 377, 378, 879, 380, 381, 
882,383,384,385,386,389,390,419,420,421,^427,438,429, 
430, 495, 501, 502, 503, 506, 507, 511, 513, 514, 615, 616,  517,  5^ 

statement  of 135 

Hoarding  ffold 26,110,244,286,312 

Home  market,  creating  a •. 375 

Hughes,  Robert  W 165 

Hughes,  William  H.  T 484 

Illinois,  failure  of  the  bank  of 502 

Increase  of  gold  in  the  Treasury 370 

India,  gold  exports  and  imports  of 34 

Indianapolis  monetary  convention 287,518 

Inducements  to  banks  to  reorganize  under  H.  R  171 21 

H.R.6442 129 

Inflation,  crazy 549 

Insolvent  national  banks  in  1893 59 

notes 105 

Insuring  depositors  against  loss '. 412 

Insurrection,  local 510 

Interest,  equalization  of  rates  of 127 

legal  rates  of,  in  all  States 42 

lower  rates  of,  demanded 17 

paid  by  United  States  on  debt 68 

reasonable  rates  of 218 

ratesof 318 

high  in  Southwest  and  Northwest 22 

in  Tennessee 368 

International  American  bank  bill,  message  of  President  Harrison  favoring ....      490 

report  of  Secretary  Blaine  on 490 

on,  Fifty-first  Congress 487 

Fifty-Beoond  Coagvesa ^ .     488 
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I                   International  Amerioan  bank  bill,  text  of 464 

Con&ience,  report  of  committee  on  banking 491 

recommendationa  of 480 

resolutions  of 473 

bimetallism 112 

coin,  an 481 

mechanism  of  exchange  needed 476 

iDTention  of  button  fastener ^ 511 

pneumatic  bicycle  tire , 511 

InYestments,  new  fields  for 481 

lawa,  failure  of  corn  crop  in 252 

Irish  banks .• 117 

Issue,  clearing  houses  of.    ( See  C leariug  houses. ) 

of  legal  tenders 1 325 

teuing  bonds  to  take  up  greenbacks 209 

notes  of  priyate  banks 252 

Jackson,  J.  F.,  letter  of 191 

(President)  on  United  States  Bauk 100,197 

JOHNSOir,  RGS,  HEHSY  IT.  (member  of  the  committee),  remarks  and  ques- 
tions by 187,188,198, 

199, 200, 201, 202, 205, 207, 208, 209, 211, 212, 213, 218, 223, 229, 235, 239, 
240, 242, 243, 244, 245, 250, 251, 252, 255, 256, 269, 274, 275, 279, 282, 283, 

302, 303, 304, 370, 373, 374, 375, 394, 400, 419, 422, 428, 529, 531,  535,  536 

Knauth,Nachod&KUhne 496,497 

Knox,  John  Jay  (Comptroller  of  the  Currency) 141, 153 

Laborer's  capital  his  ability  to  work 265 

Lacey,  Edward  S.  (Comptroller  of  the  Currency) 154 

Lack  of  banking  facilities  in  the  South 183 

Ladenburg,  Adolf 485 

Lancaster,  city  and  county.  Pa.,  banks  of 173 

Lancaster,  R.  A.,  statement  of 214 

Langdon,  £dwin 485 

Langdon,  John 195 

Lan^hlin,  J.  Lawrence 175 

Lee,  Robert  E.,  on  repudiation 519 

Legal«tender  act,  decision  of  Supreme  Court  on 354 

of  January  7, 1862 189 

bank  currency  should  not  be  a ^ 256 

bondnotesa 122 

notes,  gold  redemption  of 30 

retirement  of 17,18,168,246,353,379 

paper  money,  unlimited 142 

Legal  tenders,  bank  notes  issued  in  lieu  of 382 

constitutionality  of  proposed 353 

issue  of 325 

John  Sherman's  praise  of 168 

popular  delusion  concerning 371 

Legislation  needed 232 

people  demand  new  financial 386 

repeal  all 202 

of  1890,  financial 238 

the  war,  financial 237 

wealth  brought  about  by 510 

Leighton,  George  E 26 

Liability,  limit  of  personal 502 

Lien  on  assets,  notes  a  first.    {See  Assets.) 

Lincoln  (President),  foresight  of 114 

Liquidation,  forcing 98 

banks  do  not  suffer  from 99 

Loaning  on  real  estate ^ 375 

Local  currency,  a 192 

needed 205 

London  the  market  of  the  world 600 

Loss  and  distress  to  South  caused  by  State-bank  tax 528 

Louisiana's  successful  system 134,237 

MoAnerny,  John  C 485 

~",  EOiH.  JAKES  T.  (member  of  this  committee),  remarks  and  questions 


by 213,240,248,246,247,248,249,259,501 

McCnllooh'B  bank 259 
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Madison  (President) 195 

Maintaining  a  bimetallic  standard,  elements  essential  to 3M 

gold  payments 132 

Maintain  the  parity,  banks  alone  can  not 171 

Manufacturea  products,  and  wages 5S4 

Massachusetts  banks  in  1860 456 

Massie,  Eugene 1T9  , 

Measure  of  Talne,  gold  a  stable 308  ^ 

needed,  nnequivooal IIX 

silver 23 

Media  of  exchange  lacking 205 

Menace  to  our  factories 554 

Meiidonya,  Salvador  de  ( Brazilian  minister) 486 

Metallic  money,  decreasing  use  of ' 285 

functioned 267 

no  demand  for 285 

Mill,  John  Stuart 169 

Miller,  Samuel  F.  (justice  Supreme  Court) 156|,  4S2 

Millionaires t : 510 

Mining  region,  the 551 

Ministers  of  finance 121 

Mint,  report  of  Director  of.     (See  Director.) 

Monetary  convention,  Indianapolis 227,518 

syatemof  the  United  States,  doubtful 436 

Mitchell,  CD 478 

Money  accumulates  in  large  centers 868 

freak.     (SeeVresik.) 

in  Treasury,  1881-1890 55 

various  countries,  stocks  of 564 

not  more  money,  but  better 143 

of  Sanchez 201,206 

primary 24 

redemptive,  defined 347  \, 

supply,  effect  of  limiting 544 

system,  our  national 546 

Trade  and  Banking,  J.  H.  Walker's  work  on 156 

Monopoly,  national-bank  system  a 524 

Morrill,  Justin  S.  (Senator) 139,287 

Morris,  Oouvemeur 195,356 

Movement  of  gold 82,159 

revenue 160 

Naming  promoters  in  the  bill,  objection  to 495 

National  banks.    ( See  Banks. ) 

National-bank  act 214 

banks  and  prosperity 157 

credit,  established 233 

debt.     (^0Debt.) 

Neighborhood  banks  of  Great  Britain 191 

New  Hampshire  banks  in  1860 453,454,455 

HSWLAITDS,  BOS,  FBAHCI8  0.  (member  of  the  committee),  remarks  and  ques- 

.tionsby 256,257.268,259, 

260, 261,  262, 263, 264,  265, 266, 267, 268, 269, 270, 271, 
272, 273, 274, 286, 287, 288. 289, 291, 292, 293, 294, 295, 
296, 297, 298, 299, 300, 301)  302, 303, 305, 335, 336, 337, 
338, 339, 340, 341, 342, 343, 344, 345, 346, 347, 348, 349, 
350, 361, 352, 353, 355, 357, 364, 365, 370, 373,  876,  402 

statement  of 539 

North  America,  Bank  of 194 

Note  issues,  compulsory 279, 280 

dual  character  of  proposed 146 

of  State  banks 276  f 

issuing  not  a  function  of  Government 248 

redemption 425 

Notes  a  first  lien  on  assets.     (See  Assets.) 
bond.    (i5e6  Bond  notes.) 
current  redemption  of.     (See  Current  redemption.) 

emergency 148 

in  foreign  countries,  bank  to  issue 496 

insolyent 106 
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Notes  issaed  against  assets  {See  also  Credit  cdirency ) 212, 319, 888, 419 

State  and  municipal  bonds 890 

by  private  banks 189 

under  Government  supervision 406 

issue  of  circnlating j 362 

legal  tender.    {See  Leci^-tender  notes.) 

limit  of  issue  of  circulating 225 

►  maiDtaining  gold  payments  of 340 

of  Bank  of  England 166 

Eastern  and  Western  State  banks 202 

private  banks,  issuing 252 

redeemable  in  gold  only 426 

redeemed  in  siH'er 206^392 

redemption  of,  in  gold 160 

silver  in  place  of  small 372 

to  be  converted  into  bonds 222 

two  classes  of 389 

Operation  of  banking 94 

Opportunity  should  be  open  to  all 615 

Organic  difficulty,  remedies  for  our 111,112 

Original  purpose  of  the  national -bank  act 316 

Overtrading 232 

impedes  business 300 

Pacific  States,  gold  coin  in  circulation  in > 270 

Panic  caused  by  silver  scare  and  Venezuelan  message 98 

defined 165 

of  1893 165,186,238,240 

Chicago  banks  in 272 

scrip  in 535 

suspension  in 814 

1857 185,461 

possibilities  of  another 371 

Panics,  immunity  from,  promised 105 

in  other  countries 412 

methods  of  dealing  with 98 

nature  of 97 

safeguard  against 96 

ten  since  1813 165 

Paper  issues,  experience  as  to 561 

Paper  money,  amount  of,  kept  in  circulation 87 

final  retirement  of 131 

in  colonial  times 194 

the  United  States 269 

of  the  world,  uncovered 263 

various  countries 257,290,292,293 

to  be  converted 123 

unlimited  legal  tender 142 

Parity,  maintaining  the 171,^1,334,550 

Par  of  exchange 263,266,498 

Partjr  politics,  control  of 14 

Patnotismof  bankers 19,30 

Payments,  maintaining  gold 132 

Peele  banking  act  of  1844 166 

People  demand  new  financial  legislation 386 

People  in  rural  districts  discouraged 215 

Place  of  redemption 319,332 

Plea  for  fewer  restrictions 217 

Police  powers,  financial 429 

Policy  of  the  Government,  sudden  changes  in 24 

Poetx>onement  not  wise 387 

k        Powers  conferred  by  the  Constitution 194 

'       Prejudices  against  State-bank  currency 216 

Present  system 143,234,235,262,254 

Price  of  bonds... 18,38 

Primary  money 24 

Primogeniture,  law  of 612 

Private  bankSj  notes  issued  by 189 

that  failed 188 

Probyn,  Leslie  C 176 
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Plodnfitioii  of  gold gg,  9K,  „»^ 

PZofit^  bankfl  are  oondncted  for 243 

of  gold  coin,  etc 446 

OB  eircnlating  notes.    ( Sit  Circalating. ) 

oircnlation  to  banks ^ JI6a,384,321 

enrrency  varies  day  by  day 318 

reserve  notes  under  H.  R.  171 43 

PiomotecBv  objection  to  naming  in  the  bill 495       ^i 

Ptoposed  note  MsoeSy  dnal  character  of , 146 

Proposition  for  leUef 888 

FxospeEi^,  Eastern 551 

of  the  United  BtateSy  wonderful 157 

Protection  for  American  wool 501 

Protests  against  retirement  of  greenbacks 2S4 

Province  of  commercial  banks 275 

this  committee 266 

Bace,  superiority  of 266 

Ballroad  ticket  currency,  a 529 

Bailroads,  insolvent 861 

Rate  of  discount  of  Bank  of  England 278,301 

Rates  of  interest 22,42,21)8^2^^868 

Real  estate,  loaning  on 875 

Receipts  and  expenditures  of  the  United  States,  in  gold 41 

from  customs,  in  gold % 23,94 

Recent  bond  issue ^ J60 

Recommendations  of  the  Comptroller 20,812,313 

International  American  Conference 480 

Reed,  George 125 

ReenfoTce  the  reserve 

Reform,  demand  for,justified 17 

Red  dog  money 116 

Redundancy  of  the  currency 257,270 

Redeeming  in  gold  only,  effect  of ^.. 811        v 

silver  in  gold , 416         " 

Redemption  agent,  Ctovemment  as  a 838 

agents :. 226^277 

by  banks,  safer  and  better 830 

eoinreauired 809 

cost  of  Dank  note 806 

current.    {8se  Current  redemption . ) 

districts 310,407 

final 309 

fund,  5  per  cent 285,288,309,320,362,367 

gold 547 

and  silver 403 

in  silver 549 

method  of,  not  changed • 839 

note ^iSB 

of  bank  notes,  constant 128 

circulation :22B 

oredit  currency 427 

currency,  cost  of. 806 

legal  tenders 80 

notes  in  gold 160, 

and  silver 

plaoe  of 819, 

present  method  of 829 

safely  transferred  to  banks 837 

twokindsof 384.420 

ultimate,  amatter  of  fancy '  285 

underSuffolk  system 805,807,810      J 

Redemptive  money  defined 847       " 

Relief  iW>m  smaller  banks 1714 

legal-tender  retirement  the  first  step  toward 846 

propositions  for «.      888 

eource  of,  not  essential 886 

to  Government  finances,  demaud  for 197 

Remedy,  branch  banks  a 266 

suggested 217 
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Bemedy  for  our  omnic  diffienlty 1X1,112 

Beorganization  of  Danks  nnder  H.  R.  6U2 121 

Sepeal  all  legislation 202 

of  State-bank  tax 209,407,680,081 

Bsport  of  committee  on  banking.  International  American  Conference 481 

Director  of  the  Mint.    (See  Director.) 

^  Secretary  of  the  Treasary 200 

r  on  International  American  bank  bill,  Fifty-first  Congress 487 

Fifly-seoond  Congress 488 

Reports  of  condition  of  banks,  daily 320 

uniformity  of,  an  advantage 874 

Repudiation 240 

R. E.Lee  on 619 

Bflserve,  a  safe 271 

bank 1 284 

cidl  deposits  counted  as 236 

cash 26 

fold,  bank  could  not  keep  an  adequate 172 
eld  asainst  deposits 270 

in  banks,  gold 123 

increasing  the 112 

money 869 

needed,  estimating  amount  of 284 

notes,  profit  on,  nnder  H.  R.  171 48 

reinforce  the 174 

Reseryes,  use  of 820,824 

Resolutions  offered  by  Mr.  Brosius 231 

of  the  International  American  Conference 478 

RMOurces,  disparity  of  currency,  in  various  Skates 683 

Responsible,  no  one  nationaUy  ....• 228 

Restrictions,  plea  for  fewer 217 

Retirement  of  Qoyemment  notes 207 

,   /  legaltenders 168,223,284,366,863,879 

/  national-bank  circulation 381 

paper  money,  final 181 

silver  certificates 881 

Revenue,  deficiency  in 22 

lack  of,  no  cause  of  trouble 112 

movement  of 160 

Rich  men  in  the  South,  few 216 

Richmond,  amount  of  currency  needed  in • 629 

condition  of  banks  in 626 

Dispatch 178 

financial  history  of 619 

State  banks  in 218 

Times,  mobbing  of 178,179 

Right  of  banks  to  issue  currency 221 

RcMcnwald,  Isaac 485 

Royall,  William  L.,  statement  of 178 

Ruling  of  Supreme  Court 196^197 

Rnral  districts  of  the  South,  condition  of 216,280,276 

Rush  of  schemes,  constant 227 

Rossia  and  the  gold  standard 288 

creditor. 288 

Russia's  requirements  for  gold 560 

Safety  fund 319,866,408,409 

of  present  system 148 

Safe  reserve,  a 271 

Sanchez,  Money  of 201,206 

^     Scarcity  of  currency  in  rural  sections 250 

I     Schemes,  constant  rush  of i 227 

^     Scotch  banks 117,193,226^281 

Scrip  in  the  panic  of  1893 635 

Search,  Theodore  C 473,474,475 

Seoxetary  of  the  Treasury,  field  of 274 

report  of 260 

to  appear  before  Congress 229 

Seenred  currency,  a •. 103 

Security  of  circolation 863 


*1 


604  GENERAL   INDEX. 

Page. 

Securities  in  the  New  York  market  affected  by  the  export  of  gold 297 

Self- interest,  enlightened -. 641 

Selfish  proposition,  a 331 

Sentiment,  banking  system  can  not  be  conducted  on 331 

Settlement  can  be  made 210 

Sherman,  John  (Senator) 23,140,168,237 

Sherman  law 68,175,238,239,244,245,261,269,323 

Shipping  coin,  cost  of 429 

Silver  and  silver  certificates  iu  circulation,  1878-1896 431 

certificates,  retirement  of 381 

coin,  circalation  of 425 

existing  conditions  as  to 15 

getting  into  circulation 369 

coinage  agitation  ended 353 

craze 227 

currency,  present  amount  of 352 

dollars,  increasing  nae  of ^ 

demand  for  paying  out 242 

eiffect  of  H.  R.  171  on 342 

exageerations  regarding 557 

forced  into  circulation 343 

free  and  unlimited  coinage  of  {See  also  Statement  of  Hon.  Francis  G. 

Newlands) 113,240 

in  place  of  small  notes 372 

is  now  credit  money - 559 

measure  of  value 23 

notes  redeemed  in '. 206,392 

question 262,266,540 

state  banks  w  ill  solve  the 208, 530 

redeemable  in  gold 244, 348 

redemption  iu 549 

repudiation  or  more  bonds , 240 

scare  caused  panic 98      V 

standard  countries,  stimulated  production  in 553        ] 

in  this  country,  at  one  time 305 

utilizing  the  idle 391 

wedded  to  free 218 

Single  gold  standard 239 

standard  thus  far,  iu  this  country 305 

Simmonds,  J.  Edward 485 

Small  communities,  establish  banks  in , 251 

Smith,  Sydney,  on  the  solar  system 155 

Solution  of  financial  and  banking  ills 13 

Solvency,  popular  idea  of  a  bank"s 308 

Sound  currency,  conditions  of  a 230 

Source  of  our  financial  trouble 233 

South  America,  commercial  intercourse  with 473 

English  and  German  banks  in 476 

exports  to 476 

trade  of  principal  nations  with 474, 475 

South  American  States  and  the  gold  standard 293 

uncovered  paper  money  of 293 

South  approyee  repeal  of  State-bank  tax 209 

demands  of  the 621 

loss  and  distress  to,  caused  by  State  bank  tax 528 

rural  districts  of 275 

Southern  States,  banks  of  eight 174 

need  more  banking  capital 216 

SPALBIKG,  HOH.  GEOBOE  (member  of  the  committee),  remarks  and  questions 

by 237,238,241, 

245, 246, 251, 256, 258, 261, 277, 278, 281, 282, 283, 286, 
290, 293, 314, 315, 328, 334, 335, 355. 367, 371, 372, 376, 
385.  400,  401, 402, 406, 421, 422, 423, 424, 505, 5OT,  537 

statement  of 494 

Speculation,  unwise 119,232 

Speculators  in  bonds,  banks  as 18 

Specie  held  by  banks  under  Suffolk  syutem 237 

Spencer,  Herbert,  on  banking 190,205 

STALLnfOSy  HOH.  JESSE  F.  (member  of  the  committee),  remarks  and  questions 
by 334,536 
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Standard,  gold  the  recognized 264 

of  value,  gold 354 

silver,  atone  time,  in  this  country ^ 805 

single  only,  in  this  country,  thus  far 305 

State  and  municipal  bonds  held  by  banks 895 

issuinj^  notes  against 390 

national  banking  associations 106 

banks  to  share  alike 221 

State  bank  currency,  prejudices  against 216 

notes,  farmers  need 200 

system,  before  the  war 187 

needed 216 

tax 186,209,214,407,518,528,530,531,537 

banks 202,218,275,276,373,526 

will  solve  the  silver  question 208 

rights 211 

Statement  of  Gamaliel  Bradford 226 

Hon.  Marriott  Brosins 149,464 

Hon.  William  A.  Calderhead 509 

Hon.  Nicholas  N.  Cox 503 

Hon.  James  H.  Eckels 231 

K.  B.Ferris 219 

Hon.  Charles  N.  Fowler 107 

Theodore  Gilman 88 

Hon.  E.J.  Hill 135 

R.  A.  Lancaster , 214 

Hon.  Francis  G.  Newlands 539 

William  L.  Roy  all 178 

Hon.  George  Spalding 494 

William  R.  Trigg 1 518 

Hon.  Joseph  H.  Walker 5,436 

Stevens,  Thaddeus 139 

Stock  market  affected  by  manipulation 297 

Stocks,  miscellaneous,  held  by  national  banks 396 

Story  on  commerce  in  the  Constitution 482 

Strain  of  maintaining  paper  at  a  parity .; 261 

Supervisors  of  banking 147 

Supply  of  gold,  Bismarck  on •. 301 

Surplus  of  gold  in  several  countries 296 

Supreme  Court  rulings 196,197,354,482 

Suspension  in  the  panic  of  1893 314 

of  gold  payments  at  the  New  York  clearing  house 433 

cause  of 333 

Suffolk  system.  116, 199, 236, 212, 237, 253, 254, 265, 259, 299, 305, 307, 310, 436, 438, 439, 452 

Tax  on  circulation 127,221,279,864,378,406 

Taxation,  loss  to  people  in  interest  by 16 

Ten  per  cent  tax.    (See  State  bank  tax.) 

Tennessee,  rates  of  interest  in 368 

Text  of  bills.    (5«jBill.) 

Thanks  of  committee  to  Comptroller 430 

Trade,  banking  facilities  stimulate 480 

of  principal  nations  with  South  America 474,475 

Transportation,  exchange  follows 496 

of  currency,  cost  of 306 

Treasury  a  brokerage  shop 892 

as  an  agent  of  banks 339 

cash  in,  1882-1891 37 

condition  of,  paralyzes  business 23 

divorced  from  banking 21, 321 

ftee  moneys  in 448 

gold  receipts  and  expenditures  of 41 

monev  in,  1881-1890 55 

note  issue,  first 237 

notes  of  1890 175 

cancellation  of 124 

question,  ita  origin  and  solution 75 

relieved  of  current  redemption 278 

utilizing  the  bullion  in  the 373 

wastefulness  of 37 
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